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 Nonresidential Standard Performance Contract Program

I.
Program Overview 

A.
Program Concept 

The Nonresidential Standard Performance Contract (SPC) program is a pay-for-performance program that offers cash incentives for custom-designed, cost effective long term annual energy saving retrofits of existing business facilities.  Designed primarily for large and medium businesses, small and very small businesses can also participate if the energy efficiency measures do not qualify for the Express Efficiency program.  Incentives are paid based on the kilowatt-hour (kWh) of electricity.  The program is offered to customers within Southern California Edison’s (SCE) service territory and is part of both the Commercial and Industrial Hardware Incentive Programs described in SCE’s Long-Term Resource Plan Testimony.

B. Program Rationale

The SPC program is a hardware/incentive program.  Based on continued evaluation, the SPC program fulfills an important role in the portfolio of nonresidential energy efficiency programs.  According to Xenergy’s 2001 SPC Evaluation Study, a significant share of applicants interviewed reported that participation in the program did lead to changes in their decision-making process related to energy efficiency.  Two thirds of the respondents said they planned to implement additional measures as a result of participation in the program.

The SPC program has been very popular among nonresidential customers and the strong customer demand for the program persists.  Since the inception of the SPC program in 1998, over 3,000 nonresidential, California businesses have produced a combined 1.1 million megawatt-hours of long term annual energy savings.  For the 2002 and 2003 programs, SCE exceeded projected long term annual energy savings and peak demand reduction goals having allocated all SPC funds by mid-year.  Wait lists were instituted during the third and fourth quarters of both 2002 and 2003 and projects on the wait list were funded if any committed projects cancelled or incentives were reduced on active SPC projects. 

The following outlines the proposed changes for the 2004-05 SPC program designed to increase participation, achieve significant long term annual energy savings and electric peak demand reduction while reducing the program’s administrative demands.  These changes are based on the activity and experiences of previous program years, feedback and comments from applicants and customers and information obtained from Xenergy’s Measurement and Evaluation Study of the 2000 and 2001 SPC programs.
Eligibility of Prescribed Measures. In 2004-05, SCE proposes to further increase program participation by funding projects for large customers that choose to install any of the prescribed measures currently available to smaller customers through Express Efficiency. In recent years, there have been significant differences in the amount of incentives paid to a customer for a given measure, depending on whether they were eligible under SPC or Express.  SCE recommends that the SPC program offer the same prescribed measures to larger customers and pay the incentive using the pre-determined Express rebate levels for each item. This type of deemed incentive will only apply only to those prescribed measures covered under Express Efficiency.  All other customized measures, not represented through Express, will be paid on the calculated and or measured energy savings (i.e., kWh). 

This enhancement is proposed as a way to expand the list of qualified measures encouraging greater participation and providing customers additional opportunities to increase long term annual energy savings and peak demand reduction. For example, common energy efficiency measures such as compact fluorescent bulbs and plug load sensors, which have been ineligible in past SPC programs, will qualify as prescribed measures and be funded at the prescribed savings rates. This enhancement also facilitates collaboration between the Express Efficiency and SPC programs and allows the program to work more effectively with corporations and businesses that have a mix of large and small sites. It also encourages businesses to implement a variety of energy efficiency measures together under one project, regardless of the size or type of measure.

The prescribed measures will be processed the same as other measures in SPC, except their incentive will already be prescribed rather than based on the estimated energy savings (i.e., kWh).  The application process and payment procedures will be the same as any other measure, following the same rules and polices under the SPC program. A pre- and post- inspection may be conducted at the discretion of SCE and equipment cannot be installed prior to applying for the incentive.  It is expected that many applications will contain a combination of prescribed and calculated measures.  New forms will be designed to streamline the administrative review process, keep processing costs at a minimum, and accommodate for the mix of measures.
Early Retirement of Air Conditioners and Motors. These measures are designed to accelerate early retirement of older, less efficient equipment with new higher efficiency replacements earlier than planned.  The goal of this measure is to achieve long term annualized energy savings and peak demand reduction earlier than normal by offering an incentive that pays the customer for reducing energy before the end of the equipments useful life.  This is fundamentally different than the existing incentive measures as it encourages the customer to install new high-efficiency equipment even though the existing equipment has remaining useful life.  Based on feedback from program participants, cost is the major barrier to early retirement of air conditioners and motors. By paying incentives on remaining useful life, participants can lower energy costs earlier than anticipated and use the savings to implement other energy efficient upgrades.
The energy savings will be estimated for the useful life remaining on the existing equipment using the efficiency of the existing equipment and the efficiency of the new equipment.  The incentive will be based on these savings rather than the traditional one-year savings, which uses the current standard efficiency (i.e., Title 24) and the proposed efficiency.  A sample energy savings calculation for a 7-year old motor is shown below. 

Assumptions:
	Existing Motor:
25hp, Eff. = 87%, 7 years old, 5,000 hrs per year

	Proposed Motor:
25hp, Eff. = 93% 5,000 hrs per year

	(NEMA Min Eff. = 91%, Useful Life = 15 years)

	kW reduction = 25hp  x  0.746 kW/hp x [1/0.87  -  1/0.93]= 1.383 kW

	kWh savings  = 1.383 kW  x  5000 hr/yr x [15yr  -  7yr] = 55,320 kWh

	

	Incentive =  55,320 kWh  x  $0.08 = $4,425


The long term annualized energy savings coupled with an incentive will be a strong motivator for the customer to participate and replace the older, less efficient equipment. This approach will be applied to air conditioning units as well as to electrical motors.  Both of these types of equipment have high efficiency standards that approach the highest available efficiency models. In most cases, customers are limited in the incentive they can achieve beyond the required standard.  If this approach proves successful, other equipment with similar efficiency-standard situations may be designated for early retirement.

The equipment life will be determined from published data.  One possible source of useful life data is to use the values developed by CALMAC for the measurement and verification activities.  These values are fairly conservative and an alternative source will be sought, such as standards established by professional societies such as ASHRAE.  To differentiate between the normal replacement and the early retirement approach, the existing equipment shall have more than five years of existing life remaining.

The long term annualized energy savings calculations will be performed in the same way they are currently calculated.  For the HVAC equipment, ASHRAEs modified bin simulation method will be used to account for the weather variations.  For the motor replacement, the motor master algorithms will be used.  Establishing the exact efficiency for older equipment can be difficult and time consuming.  To eliminate this difficulty, a table of efficiencies for the various types and sizes equipment will be developed.  The table will have an average efficiency for each year.  This efficiency will be an average for a typical unit for that year, not the highest or lowest, but a mean efficiency.

New energy-savings estimating tools.  We propose to increase the number of new measures included on the Estimation Software CD to simplify the application process and encourage adoption of new innovative measures, including market-ready emerging technologies, into the marketplace.  Incorporation of these new innovative measures will improve the effectiveness of the existing SPC program.   SCE provides a CD-ROM to applicants free of charge, containing modeling software to accurately calculate long term annualized energy savings based on specifics of the energy-efficiency project.  Currently the most popular energy-efficiency measures are included in the tool.  In 2004, simplified calculation methodologies will be added to provide applicants with a standardized calculation tool and allow for quicker administrative review.  Calculations will be developed for the following measures:

1. Early Retirement of Air Conditioners and Motors. Software tools will be developed for the early retirement measures and be available on the SPC program CD.  The participant will enter the necessary inputs for the measure, such as the size, operating hours, location (HVAC measures), electrical spot measurements (motors) and other parameters that are currently required.  Additionally, applicants will need to enter the year that the existing equipment was manufactured.  The software program will then estimate the energy savings and the incentive amounts.  The incentive rates will remain the same, the motors using the “Other” rate of $0.08 per kWh and the air conditioners using the “AC&R” rate of $0.14 per kWh.
2. Pulse Cooling Device. A pulse cooling device (PCD) replaces hot oil thermolators on injection molding machines with cold tap water. Instead of pumping heated oil through the molds, the pulse cooling device circulates calculated cold tap water into the mold to maintain consistent temperatures. The estimation tool will calculate the difference in energy usage between the existing hot oil thermolator and the proposed PCD.

3. Compressed Air Systems. In addition to energy savings resulting from the replacement of a single air compressor, energy savings can also be the result of improvements, modifications and replacements to the system as a whole.  The 2003 SPC Air Compressor Estimating Software tool is currently designed for one-to-one compressor retrofits. The calculation tool will be modified to include system savings and resultant incentive from a comprehensive compressed air project. This includes multiple compressor retrofits, changes to system storage (receiver) capacity, the addition of intermediate pressure controllers, and the installation of variable speed drive controlled compressors.

4. Wastewater Retro-commissioning.  The installation of monitoring devices on wastewater equipment permits adjustments to the air delivered to the system and thus reduce energy consumption.  The estimation tool will use base case information and optimization projections to calculate energy savings.

5. Oil Well Head Optimization.  Replacement or modification to oil well head pumps and motors, and the installation of control systems result in energy savings.  Oilfield pumps typically operate 24 hours per day 7 days per week regardless of the amount of fluid, a mix of oil and water, available in the well.  Over time, the pumping efficiency may decrease as down-well characteristics change and the operating demands drift below the system design specifications.  Pump and motor replacements save energy by rightsizing the system, as well as increasing equipment efficiencies.  Pump-off-controllers (POCs) reduce operating hours by cycling pumps on and off depending on fluid levels in the well.  A POC may monitor stroke speed of the pump to determine the well level, or be as simple as a timer set to cycle concurrently with the well drawdown and recharge times.  The project-specific savings will be calculated by the developed estimation software tool.

6. Demand Control Ventilation.  The installation of CO2 sensors automatically adjusts building ventilation levels as occupancy levels change. Rather than anticipated and fixed settings, building ventilation rates are constantly monitored in various areas of the building which reduces cooling and heating energy requirements.  The estimation software will assist the applicant in calculating the energy savings.

7. Air Conditioner Economy Cycle.  Measures involving the addition of air conditioner economy cycles were added as eligible equipment mid-year 2003 and will continue in 2004.  This includes integrated air conditioner/economizer retrofits and the installation of a new economizer on an existing air conditioner.  Energy savings estimates can be calculated using the air conditioner and refrigeration estimation software or the economy cycle estimation software tools.

8. Chiller System Component Variable Speed Drives.  The installation of VSDs on compressor motors, cooling tower fans, and cooling tower pumps decrease the energy use compared to traditional control methods.  The 2003 SPC VSD for HVAC Estimating Software tool is currently designed for HVAC Supply Fans VSD retrofits.  The calculation tool will be enhanced to include the additional chiller components listed above.

9. Thermal Oxidizers (Regenerative and Recuperative).  Advanced technology in air pollution control devices, such as the decrease in pressure drop across the thermal bed (using ceramic media), have allowed for substantial improvements in electric and gas efficiencies.  In addition, the capture of waste heat from these systems has led to vast improvements in overall efficiency.  The estimation software will assist the applicant in calculating the energy savings for these types of measures.

10. Drip Irrigation.  The use of drip tape irrigation reduces the water pressure and amount of water required as compared to traditional sprinkler systems.  The drip tape allows for controlled watering and appreciably reduces over watering of the crops.  The water pressure required by the drip tape is significantly lower than that required by the sprinkler systems.  Energy savings are achieved by reducing the pumping volume and the pump head.  In many cases, booster pumps used for the sprinkler systems can be eliminated by converting to drip tape irrigation.  The estimation software will allow the applicant to easily estimate savings from drip tape irrigation based on factors such as crop type, and soil type.

Eliminate the 80-20 rule. The 80-20 rule, instituted in 2002, requires comprehensive lighting projects where T-12 fluorescent fixtures are replaced with T-8 fluorescent fixtures to add non-lighting measures where at least 20 percent of the total energy savings results from non-comprehensive lighting replacement measures.  It has been proposed to change the T-12/T-8 conversion to a prescribed measure.  The T-12/T-8 conversion is a common retrofit that provides tremendous long term annual energy savings.  According to the Center for Energy and Climate Solutions, lighting is one of the largest contributors to energy use in a building, consuming between 40 and 50 percent of all electricity use. The elimination of restrictions on specific conversions will help maximize long term annual energy savings and open the retrofit opportunity to medium-sized organizations and businesses that may not need or have the allocated budget for other measures simultaneously. 

Eliminate the 30 percent lighting only budget restriction.  For 2003, no more than 30 percent of the program’s incentive budget was to be reserved and paid for by lighting measures.  The proposal is to eliminate this restriction as past programs, without this restriction, demonstrate a balanced mix of lighting, air conditioning and other measures.  Over the past two years, lighting has accounted for less than 15 percent of the total budget, and through the prescribed measures the incentive amounts will be lower.  Additionally, the administrative burden to track the percentage has not been cost effective across each utility.

Eliminate Minimum Project Size.  In 2004 we propose to eliminate the minimum project size of 5,000 kWh savings or 500 therms. This was designed to reduce administrative costs of processing applications with small energy savings. With the inclusion of prescribed measures there will be more instances where smaller retrofit projects will be covered under the prescribed measures.  

Change customer, project sponsor and site cap.  For 2003, annual incentive limits were capped at $1,500,000 across all utilities for a project sponsor or customer and per site caps were $300,000.  In 2004, we are proposing to eliminate the statewide cap and per site cap, and instead implement a cap of 25 percent of each utility administrator’s budget for any customer or project sponsor.  This change will encourage large, comprehensive projects, as well as remove barriers to greater third-party provider (ESCO) participation.  

C.
Program Objectives 

The overall goal of the program is to capture cost effective long term annual energy savings and peak demand reduction while bridging the gap between the actual level of investment in energy efficiency and the level where customers consider it a cost-effective benefit regardless of the financial incentive.  The program design aims to meet the following objectives:

· Increase cost effective long term annual energy savings and reduce statewide peak demand;

· Reduce the higher start-up expense for high-efficiency measures relative to standard efficiency measures; 
· Support commercial businesses that have more customized needs, are using more innovative technologies, or are considering larger, more complex projects that meet specific operational or functional facility needs;

· Reduce the barriers to the entry of new energy efficiency service providers;

· Address the lack of a viable and competitive set of providers of energy efficiency services in the market;

· Reduce free ridership (customers who would have invested in energy efficiency regardless of the financial incentive). 

II.
Program Process 

A. Program Implementation 

Almost any project or custom-designed, energy saving retrofit that involves the permanent replacement of existing, fully-operational equipment, is eligible for SPC.  Financial incentives for customized projects are determined by the estimated kWh or therm savings achieved in one year.  To qualify for payment, estimated annual energy savings must be verified and only direct savings apply in determining a project’s energy savings.  For example, savings accumulated from collateral effects like reduced air conditioning load as a result of efficient lighting installations, do not qualify for incentive payments. 

Many different types of equipment qualify as eligible projects under the SPC program.  For 2004, customers may choose from a prescribed list of qualified measures or apply for customized projects using products or equipment that produce verifiable energy savings and meet or exceed current market standards.

Some examples of eligible, customized projects may include but are not limited to:

· Refrigeration system upgrades at a chain of grocery stores;

· Chiller and HVAC (heating, ventilating and air conditioning) replacement in a large office building or state university building;

· Lighting system retrofit, boiler replacement and or energy management system installation in a hotel, bank or other retail facility;

· Variable speed drive (VSD) and efficient motor installation in processing plants;  and
· Steam system waste-heat recovery projects at a food processing plant.

Projects not eligible for SPC incentives include:  new construction, maintenance and operational changes, cogeneration, and fuel switching.  Other energy efficiency programs within the three utilities are designed to meet these needs. 

For the 2004 program we are introducing two new concepts and several program changes for consideration under SPC.  The first concept proposes that a list of prescribed measures (those eligible under Express Efficiency) be made available to large customers, 500kW or higher, and receive the same incentive as provided under the Express program.  All other customized measures, not represented through the prescribed measures, will be paid based on the calculated and or measured kWh savings.  The prescribed measures will be available on a modified application form that will be available via three methods (SPC program software, Excel application forms or on-line, hand written forms). 

The second proposed approach is designed to motivate customers to replace older, less-efficient equipment that still have significant useful life remaining, with new high efficiency replacements.  Designated “early retirement” measures will be paid for energy savings resulting from replacement of air conditioning equipment or motors with more than five years of useful life.  The savings calculations will use baseline efficiencies representative of the equipment’s vintage, rather than the current standards.  The higher incentives are designed to motivate customers to improve the efficiency of their equipment earlier than anticipated, thus saving significant amounts of energy over the remaining useful life of the replaced item. 

The SPC program will continue its coordination efforts with other energy efficiency programs including statewide Education and Training, statewide Nonresidential Energy Audits, statewide Nonresidential Express Efficiency, statewide Building Operator Certification, and statewide Savings By Design programs to assist primarily in SPC program promotion and outreach.

B. Marketing Plan 

The SPC program will include effective outreach and marketing to businesses that have more customized needs, or are considering larger, more complex projects. SPC education, outreach and marketing activities will target business customers, hard-to-reach customers, energy service providers (ESPs), trade associations, other local business groups and government entities to generate interest and participation in the 2004 program.  An effort will include the development and design of a single brochure, universal application forms, updated CDs, giveaways, direct mailers, bill inserts, and other appropriate program literature as needed.  A breakdown of all marketing materials, quantity and projected cost is listed below. 

	Item
	Quantity
	Method of distribution
	Projected Cost

	Brochure
	2,500
	Trade shows, special events, account reps, workshops, trade organizations, etc. 
	$  5,000

	Program materials: CD and program applications, and  manual
	3,000
	Available by request through the website or by calling the program utilities 800 number. 
	$  3,500

	Seminars and workshops
	       2
	Host events in various locations throughout SCE service territory
	$10,000

	Promotional Items
	10,000
	Trade shows, special events, presentations, workshops. 
	$20,000

	Direct Mailer
	30,000
	Standard mail, distribution through account representatives as appropriate.
	$30,000

	Bill Insert
	  5,000
	Utility service bill
	$  6,500


Customers will receive application information and program updates through websites, service representatives, ESPs, trade organizations, industry associations, and at industry trade shows, and special events.  The Education and Training Services program will also assist in marketing the program and will provide outreach through special events, trade shows, and website communication. 

The SPC program will also coordinate with other third party energy efficiency initiatives to encourage participation and leverage on-going, non-utility energy efficiency and conservation programs, activities and events.  Additionally, the program will proactively develop partnerships with community-based organizations, trade associations, industry groups, Chambers of Commerce, government agencies, and other local businesses to increase the reach of our message and build support for the program.  To the extent possible, the SPC program promotions and information will be fully integrated with other statewide information, services and financial incentive programs that are available to business customers.

The SPC program, along with other energy efficiency programs, will be promoted to customers on websites, through SCE service representatives, ESPs, industry trade organizations, direct mailings, industry trade shows and other events in the Education and Training Services program.
C. Customer Enrollment 

Under the SPC program, a Project Sponsor or customer follows a multi-step application process using concise forms specially designed for the program. Applications are available on-line, through a toll-free number, and are available on a customized application software CD, which is available free-of-charge by request.  For 2004, forms will be modified to include the prescribed measures, making it easy for customers to apply for a combination of prescribed and calculated measures.  The following points outline the process for applying to the program: 

· Project Application (PA) – The first step is the submission of the Project Application which outlines the applicants proposed installation, site location, assessment of achievable energy savings (supported by appropriate documentation), total project cost, and anticipated incentive amount. A project application must be submitted prior to installation.  Once the PA is received, an on-site inspection is scheduled for all calculated projects and at the discretion of SCE for prescribed measured, to verify that the project is not already underway and to confirm the potential project savings.  After the visit, the inspector recommends the project be approved, placed on-hold, suspended or declined. 

· Approved – If the project is approved, a contract is implemented between SCE and the applicant reserving the project funds.  At this point, the applicant may move forward with the installation and funds are officially reserved.

· On hold - A project is placed on-hold if additional information is required to affirm savings or verify equipment specifications. 

· Suspended – A project is suspended if the additional information required is not provided within seven days.  This doesn’t slow down the process for other applicants and provides the applicant with ample time to provide more complex calculations or information, as requested.

· Declined – Projects are declined if the application does not meet specific program requirements and policies, or does not show a verified energy savings. 

· Installation Report (IR) – Upon completion of the project, the applicant is required to submit an Installation Report which outlines the equipment installed and the energy savings potential.  This form should indicate any changes in equipment or savings from the original application. For prescribed measure projects, invoices indicating the equipment was purchased are required as part of the IR submittal.  Once received by the utility administrator, a second on-site inspection is scheduled to verify installation, ensure the equipment matches the approved submittal, and is fully operational.  Post-installation inspections are required for calculated, measured and prescribed measures.  Upon approval of the IR, payment is processed.

· Operating Report (OR) – (Measured approach only)  This report identifies the measured savings and is only required for those projects requiring measurement and evaluation (M&V).  Once completed, the reviewer will verify the information and approve it.  A partial payment is made upon approval.

D.  Materials
Customers and/or project sponsors accept full responsibility for the purchase and installation of their own equipment. SCE does not endorse, recommend or purchase equipment for any reason on behalf of the customer.  

E. Payment of Incentives
To determine the incentive, applicants must first determine if the measure is available as a prescribed measure. If it is a prescribed measure, the applicant completes the prescribed measure form and determines the incentive. If the measure is not a prescribed measure, the applicant must calculate the energy savings using one of two approaches – a calculated savings approach or a measured savings approach.  Both are described below.

· Calculated approach: This approach requires no end use metering and is an accurate estimation of the resulting savings by comparing the baseline energy usage to the proposed usage.  This can be calculated using the SPC software which is available on the SPC CD-ROM or by supplying comprehensive calculations based on sound engineering principles.
· Measured savings approach:  When energy savings is questionable or difficult to estimate, the utility administrator may require a measured savings approach.  This requires the Project Sponsor to perform one or two years of measurement and verification (M&V).  Projects using the measured savings approach will receive an additional 10 percent energy savings incentive to help defray M&V costs.  Measured savings projects can receive up to 110 percent of the estimated incentive dollars based on actual measured energy savings.  A project sponsor may also opt for the utility to perform the M&V in which case no additional energy savings incentive is given.

Once the potential energy reduction is calculated, incentives are determined by multiplying the energy savings by a pre-determined incentive rate based on the type of measure installed.  A measure falls under one of five categories – lighting, air conditioning and refrigeration, other measures, gas measures, or prescribed measures. The following table lists the recommended incentive rates for 2004, but is subject to change based on market conditions.

	Measure
	Savings Rate

	Lighting system and lighting control measures 
	$.05 per kWh saved

	Air conditioning and refrigeration (includes air compressors and VSDs)
	$.14 per kWh saved

	Other measures (includes motors and supply fans) 
	$.08 per kWh saved

	Gas measures 
	$1.00 per therm saved

	Prescribed measures*
	Per unit incentive


*Prescribed measures: This approach applies to only those measures included on the list of eligible equipment. Incentives are paid based on a pre-determined incentive level, per item. No pre- and post- installation savings calculations need to done. 

For projects using a prescribed or calculated savings approach, the entire incentive is paid upon approval of the Installation Report.  For those projects using a measured savings approach, the payment is made in two installments. The first payment is 60 percent of the estimated incentive, plus an additional 10 percent to defray the M&V costs. The second payment is made one year after the first payment upon completion of the M&V plan and the site inspection to verify continued operation of equipment.  Incentive checks are processed and mailed to the Project Sponsor within three to four weeks of installation verification.  For SPC projects sponsored by a third-party project sponsor, the project sponsor may elect to have the incentive check paid to the project sponsor or directly to the customer.

Total SPC incentive payments are limited to 50 percent of the SPC project cost. Incentives per project sponsor or customer remain capped at 25 percent of SCE’s incentive budget.  The $300,000 site cap implemented in 2003 will be eliminated.  No site cap is recommended for 2004.  “Double dipping” of rebates or other financial incentives from other energy efficiency programs offered by other entities such as third-party programs or the California Energy Commission is not permitted.  Customers accepting SPC financial incentives will be required to acknowledge the source of funds when signing a SPC Contract Agreement.  The SPC Agreement will contain standard language declaring that the customer has not or does not intend to receive funds for the same activity from another program source.  

F. Staff and Subcontractor Responsibilities 

Southern California Edison will serve as prime contractor in the implementation of the SPC program.  SCE staff will manage daily program requirements, process applications, work closely with reviewers to conduct pre-and post-inspections, provide customer support, manage the database and prepare and file required reports. Four subcontractors will be chosen to perform reviews, verify applications and savings calculations, conduct post-and pre-installation inspections, determine measurement and verification, and provide recommendations for project status.
G.  Work Plan and Timeline for Program Implementation 
The SPC program serves as a valuable tool in providing customers with the financial assistance to implement high efficiency projects and encourage the installation of equipment that meet the specific needs of any size facility. Because of the size and complexity of many SPC projects, customers typically have longer project timelines to effectively secure project budgets, calculate accurate savings, and purchase appropriate equipment. As result, maintaining a continuous flow of program activities and providing a strong program structure is important to retain customer confidence, and encourage participation any time during the program year. To achieve the stated savings goals and meet on-going customer needs, the program is designed to begin immediately upon Commission approval. The following table identifies the timeline for program implementation for program years 2004 and 2005.
	Program Timeline
	Milestones

	January 2004
	January 2005
	Official start of program year (based upon CPUC approval)  

	Within 30 days of program start date
	Within 30 days of program start date
	Finalize program manual, revise applications, update program CD, design program brochure and post information on program website.

	Within 30 days of program start date
	Within 30 days of program start date
	Issue RFP for subcontractor support

	Within 60 days of program start date
	Within 60 days of program start date
	Award contract to subcontractor

	Scheduled to begin in March 2004 and continue throughout the year as needed. 
	Scheduled to begin in March 2005 and continue throughout the year as needed. 
	SPC marketing materials including direct mail, bill inserts and promotional items.

	March – April 2004 or within 60 days of program start date
	March – April 2005 or within 60 days of program start date
	Host workshops/seminars to inform contractors, potential customers, project sponsors and account representatives of program updates and changes. 

	December 31, 2004 
	December 30, 2005
	Deadline for submission of all applications. End of program year. 

	June 30, 2005
	June 30, 2006
	Deadline for equipment installation. 


III.
Customer Description 

A. Customer Description

The SPC program is designed for large and medium-sized businesses with a demand of 500kW or higher.  Customers may include industrial, manufacturing, agricultural and commercial businesses.  Market segments include, but are not limited to the following: commercial, agricultural, or industrial facilities; city, state, local and federal Government agencies; state universities and local school districts; hospitals; restaurants, grocery stores and food service accounts; retail shopping centers; and big box retailers.

Any customer in SCE’s service territory is eligible for the program.  Additionally, organizations like management companies, consulting engineers, HVAC contractors, and lighting installers who sponsor energy efficiency retrofit projects at utility customer facilities are eligible to participate. 

Smaller businesses whose measures are not covered under the Express Efficiency program will qualify for incentives under SPC.  The SPC program was not designed specifically for the hard-to-reach customer, however, SCE has and will continue to do outreach to all customers in 2004-05. 

B. Customer Eligibility 

The SPC program is open to all business customers who receive distribution services from SCE.  As long as these criteria are met, all businesses customers – including those who purchase gas or electricity from another supplier – can apply for SPC incentives.  Direct access customers are not eligible to receive incentives from procurement funds. 
C. Customer Complaint Resolution 

The SCE program manager typically fields customer questions, concerns or disputes related to the program procedures or policy.  In those rare instances where the program manager is unable to resolve the issue, the matter will be referred to management for resolution.

At SCE, the Customer Call Center (CCC) representatives who respond to incoming calls to a toll-free number listed in all program collateral and applications may also handle customer questions.  CCC representatives have received extensive training and have detailed knowledge of the energy-efficiency programs implemented by SCE; therefore most customer inquiries or concerns can immediately be resolved.  Any inquiries, concerns, or disputes that cannot be readily handled by the CCC are referred to a program assistant or manager for further evaluation and follow up.  Within SCE territory, major account representatives are also available to answer questions, assist customers with their application and follow the process approval and installation process for each of their customers.

D. Geographic Area
Customers residing in the SCE service territory including those areas that are transmission-constrained as identified by the California Independent System Operator (ISO) in its April 11, 2003 Summer Assessment.  It is intended that the reduction in peak demand resulting from this program will assist in the mitigation of forecasted reliability concerns within the geographic areas served by the transmission-constrained paths described in the SCE portion of the ISO Summer Assessment report.
IV.
Measure and Activity Descriptions   
A. Energy Savings Assumptions
The following matrix identifies the long-term annual energy savings and electric peak demand reduction assumptions for each measure for the 2004-5 Nonresidential Standard Performance Contract program in SCE’s service territory.  Energy savings assumptions are based on historical data of previous program years involving projects using both the calculated and measured approaches.  Measures shown in the matrix are grouped by measure type.  For more detailed measure information refer to the Proposal workbook.
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B. Deviations in Standard Cost-effectiveness Values
The program utilizes the current CPUC Energy Efficiency Policy Manual for its cost-effectiveness inputs. Specifically, the net-to-gross ratio, and estimated useful life information used for the statewide SPC program are derived from the September 2000 CALMAC report, referencing D.00-07-017 ordering paragraph 9 and the CPUC’s August 2003 Energy Efficiency Policy Manual. The incremental cost measure information is based on a combined analysis of historical costs in previous program years, present market values and conditions, and published product pricing lists.  
C. Rebate Amounts
Incentives are determined by multiplying the kWh savings by a pre-determined incentive rate based on the type of measure installed. A measure falls under one of five categories – lighting, AC and refrigeration, other measures (including cool roofs and motors), gas measures, or prescribed measures. Listed below are the recommended rates for program year 2004, but are subject to change based on 

	Measure
	Savings Rate

	Lighting system and lighting control measures 
	$.05 per kWh saved

	Air conditioning, air compressors, VSDs, refrigeration
	$.14 per kWh saved

	Other measures (including motors and supply fans) 
	$.08 per kWh saved

	Gas measures 
	$1.00 per therm saved

	Prescribed measures*
	Per unit incentive


market conditions:

*Prescribed measures:  This approach applies to only those measures included on the list of eligible equipment. Incentives are paid based on a pre-determined incentive level, per item.  No pre- and post- installation savings calculations need to done. 

D. Activities Descriptions
Section IV.D not applicable.
V.
Goals

Energy Savings and Peak Demand Reduction

	Goals
	Peak 

Demand Reduction

 (Net kW)
	Annualized Energy Savings

(Net kWh)

	2004
	18,416
	125,538,295

	2005
	18,417
	125,538,296

	Total
	36,833
	251,076,591


VI.
Program Evaluation, Measurement and Verification (EM&V)

A.  General Approach to Evaluating Program Success

The evaluation, measurement and verification for this energy procurement-funded program will be done as a supplement to the statewide EM&V plan for the PGC-funded SPC program.  The plan for that evaluation is therefore repeated here.  

This EM&V plan meets the objectives of the Commission as outlined in the Energy Efficiency Policy Manual, v. 2. As part of the program procedures, administrators verify the installation of equipment, and project-specific calculations measure the achieved levels of energy and peak demand savings.  Beyond these program activities, the statewide study funded through the statewide Market Assessment & Evaluation budget (a) provides ongoing feedback and corrective guidance regarding program implementation through a customer behavior analysis, (b) provides a verification of the program’s energy savings and load impacts, and (c) provides indicators of the program effectiveness through a process evaluation.  The market baseline for this program has been provided by a baseline survey done for the 1998 Nonresidential Standard Performance Contract (NSPC) program, the update of that survey for the 1999 NSPC Program, and the subsequent evaluations of the 2000, 2001 and 2002 NSPC programs.

This statewide EM&V plan will continue to use the current Energy Efficiency Policy Manual and established EM&V methods to evaluate the NR SPC program while the EM&V Protocols and Framework are being completed. At such time, the EM&V plan will be revised, as appropriate, to incorporate the EM&V Protocols and Framework.

B.  Approach to Measurement and Verification of Energy and Peak Demand Savings 

As part of the program procedures, there will be two methods for estimating energy savings and peak demand reduction for a project. For most measures, an accurate estimation of a project's energy and demand savings can be calculated by inputting detailed data about the equipment and the facility into a software estimation model provided by the NSPC program. If the estimation software does not cover the measure involved in the project, the Project Sponsor may use engineering calculations to estimate the energy savings. 

Alternatively, the Measured Savings Approach will be required if the Program Administrator determines there is enough uncertainty of achieving the proposed energy savings. In those cases, the Project Sponsor will be required to submit a Measurement and Verification (M&V) Plan. These plans must conform to the program’s detailed M&V guidelines, which are based on the International Performance Measurement and Verification Protocol and other industry protocols.  

NSPC Program procedures include pre-installation site inspections to verify baseline conditions, and post-installation visits to verify measure installations and various inputs regarding operating conditions.  All these calculations and inspection data will contribute to the calculation of benefits and this program’s cost effectiveness.

Beyond the program verification activities, the statewide evaluation of this program will include substantial follow-up corroboration of these program activities and certification of the ex-ante energy and demand savings for measures installed through the program. On-site metering of a sample of installations (across all utilities) – including for the baseline measurements – will ensure that the approved measures (a) were eligible for the program, (b) replaced working equipment that had lower efficiency, higher energy usage, or higher on-peak demand, (c) were installed correctly and within the program period, (d) continue to operate correctly, and (e) have the energy usage and demand characteristics reported in the program documents.  These verifications will be performed for a sample of projects which includes both Calculated Saving Approach and the Measured Savings Approach.

C.  Approach to Evaluation Program Success

Market Assessment and Customer Behavior Analyses:  These activities assist with assessing customers’ knowledge, attitudes and practices in response to energy efficiency information and incentives offered through the NSPC program.  Both participants and non-participants will be surveyed.  Activities will include gauging program awareness, analyzing the participation of energy-efficiency service providers, and performing net-to-gross and spillover analyses for customer decision-makers.

Process Evaluations:  These activities assess the program’s approach to providing energy savings and demand reduction while providing customer satisfaction.  These activities will initially provide feedback to the program administrators on how the program is working in the early months.  Ultimately, these activities will include a formal process evaluation of program delivery in terms of adherence to procedures and timeliness, and in meeting customers’ needs.  A customer satisfaction survey will measure customers’ response to their participation experience, and it will investigate how the NSPC program has helped them manage their energy bills and meet their other business needs.  

D.  Potential EM&V Contractors

The contractors listed below can objectively and effectively evaluate program success.  As a group, their work includes impact evaluation, measurement and verification, process evaluation, market assessments, and verification of program accomplishments. These firms have a track record of completing high quality, objective studies of energy efficiency programs either for the California investor-owned utilities or for other entities whose studies we have been able to review. This list does not include all of the qualified evaluators who could objectively evaluate program success.

· ADM Associates

· Aloha Systems

· Alternative Energy Systems Consulting (AESC)

· Architectural Energy Corporation (AEC)

· ASW Engineering Management 

· Aspen Systems Corp.

· GDS Associates

· Itron (RER)

· KEMA XENERGY

· Quantum Consulting

· PA Consulting Group

· RLW Analytics

· SBW Engineering

· Science Applications International Corp. (SAIC)

· Summit Blue Consulting

VII.
Qualifications

A. Primary Implementer
SCE is responsible for managing and implementing the statewide Standard Performance Contractor program within SCE’s service territory. As a whole, SCE is uniquely qualified to provide the core of statewide and local programs that form a solid and reliable foundation of energy savings opportunities that our customers and the State can rely upon.  Over the years, SCE has developed energy efficiency experience, expertise and a support infrastructure that is second to none.  Moreover, our long-term commitment to and credibility with our customers are critical to widespread acceptance of energy efficiency information and recommendations for action.  Finally, SCE provides ironclad accountability to our regulators and the customers we’ve served for over a century that is invaluable to ensuring that public money is appropriately spent.

SCE’s experience in energy efficiency is a century long. We began assisting customers is the wise use of energy in the early 1900s, when we first began helping our agricultural customers to test the efficiency of their electric pumps.  Beginning in the 1980’s, the energy efficiency programs designed by SCE have been nationally recognized and have helped California assume a leadership role in energy efficiency. Continuing this tradition of excellence in energy efficiency, SCE’s 2004-05 portfolio of statewide and local programs incorporates innovation into our proven track record of program success in all program areas:  

Residential - SCE’s participation in the delivery of residential programs began in the early 1980s, when we began offering comprehensive audits that linked information collected in customer homes by certified energy service representatives to actual billing histories. Through this unique service, customers received immediate audit results that directed them to rebate programs available for recommended energy-saving measure and device retrofits. Conservation information materials were also made available to customers for the first time. Today, SCE continues this two-decade tradition through a similar close combination of residential information, energy survey, and rebate services, but updated to reflect today’s technological advances. With a staff comprised of energy efficiency experts with professional experience in other business fields, SCE has designed modern programs that offer a variety of energy efficiency tools on-line, including information, energy use calculator/estimators and an energy survey that provides instantaneous recommendations based on each participating customer’s energy use. Strong business relationships between SCE and major retailers now enable SCE to pay incentives directly to a customer through several delivery mechanisms: as the result of an application process, at the cash register, or as part of price buy downs at the manufacturer level.  Staff with marketing knowledge develops strategies that call out the best and most efficient method of reaching the right customer group with the program mix that best matches their needs.

Nonresidential - Southern California Edison has provided nonresidential customers with energy efficiency programs under the direction of the Commission since 1976.  Early programs provided information to customers on how to use energy more efficiently through improved operations and maintenance practices.   Since that time, SCE’s programs have evolved, expanded, and diversified into a comprehensive mixture of information and incentive programs. SCE is a national leader in the development and operation of performance-based energy efficiency incentive programs including DSM Bidding and Standard Performance Contract Programs. Our programs have grown and contracted, shifted focus and emphasis, or completely changed philosophy as needed to incorporate the changing goals of the Commission, the needs of the marketplace and input of the many stakeholders in the energy efficiency industry.  Most important, SCE’s customers have grown to trust the utility as the single, unbiased source of energy efficiency information, services and programs. No matter what else was happening to affect customer opinion of the utility industry, our business customers continued to look to SCE for assistance in managing their energy use and costs.

New Construction – For over 20 years, Southern California Edison has designed and operated programs aimed at improving the energy efficiency of new buildings, both residential and nonresidential.  Whether through financial incentives, technology showcases, builder and consumer education, or assistance to design professionals, SCE programs have effected significant, permanent improvements in the energy efficiency of new buildings in its service territory. Since the early 1990s, builders participating in SCE’s residential programs have built over 50,000 homes that exceeded state building standards. For nonresidential new construction, SCE has refined and enhanced a wide array of educational and design assistance tools, including free state-of-the-art online technical assistance, for the commercial building industry.  We have a well-respected group of design professionals on our staff including architects and engineers, and we have established alliances throughout the design and construction industry with organizations such as AIA, ASHRAE, IES, AEE, IEEE, CEE.

The program design and implementation team who plan, administer, deliver and support our programs provides unparalleled expertise in energy efficiency programs. Our program managers have an average of ten years of experience in energy efficiency and related customer service activities and are supported by a veteran staff of technical experts in all facets of energy efficiency. Our design and technical support staff have over 300 years of combined experience, over two-thirds are licensed by state or federal organizations, and over half have advanced degrees. Our program design and evaluation staffs also have extensive first-hand knowledge of the customer demographics unique to SCE’s service territory.  After all, for over 100 years we’ve lived and worked with the customers we serve.   

Finally, as a utility who serves all of the energy needs of all of our customers, SCE also has an existing infrastructure of support functions (such as accounting, regulatory and legal departments), systems (such as our program tracking and reporting systems) and facilities (such as our energy centers) that we use to facilitate the successful implementation of our programs. Further, our long-term relationship with the Commission and the customers we serve further ensures that our customers will be well served and protected. Using the experience and resources described above, SCE stands ready to satisfy our customers’ energy efficiency needs and meet the Commission’s policy objectives.
B. Subcontractors

AESC is currently the subcontractor responsible for developing the SPC manual, application forms and CD-ROMs. SCE plans to continue using AESC for these responsibilities in 2004 and 2005.

C. Description of Expertise

The proposed management staff has significant years of experience designing, implementing and successfully executing previous SPC programs and excellent technical knowledge and expertise working in the energy efficiency field. SPC program staff work effectively to improve program quality through the implementation of efficient administrative processes and review procedures that keep program costs at a minimum. Detailed experience descriptions for the SPC manager and program manager positions are included below:
David Bruder, Nonresidential Manager 

Mr. Bruder is a registered mechanical engineer with over 22 years of experience in energy efficiency program management, facility design and construction.  As a project engineer for a major engineering and construction firm, David led and coordinated multi-discipline teams of engineers and architects in the design of large, complex industrial facilities.  At Southern California Edison, David oversees all aspects of a portfolio of non-residential energy efficiency programs, including DSM Bidding, Standard Performance Contracts, and Express Efficiency.  His responsibilities include design and implementation of programs, as well as managing cost and schedule, and tracking and reporting program status to management and the CPUC. 

Marci Burgdorf, Program Manager, Standard Performance Contract
Marci Burgdorf has eight years of experience working with environmental programs and energy efficiency initiatives. For the past three years she served as a consultant to various federal, state and local environmental programs including the California Energy Commission’s Renewable Energy and Demand Control Ventilation programs, the EPA Energy Star Program and the NYSERDA Lighting Retrofit Program. She has worked with the statewide utilities on the California Residential Lighting and Appliance Program and provided support for PG&Es Multi-Family Housing Energy Program. Prior to that, she served as marketing manager for Amtech Lighting Services providing outreach to commercial properties on energy-saving lighting retrofits. She is currently the program manager for SCE’s Standard Performance Contract (SPC) program.
Grant Hjelsand, Manager, Large Business Energy Efficiency Programs

Grant Hjelsand has 10 years of experience in program management with Southern California Edison. As a program manager at SCE, Grant has implemented and administered the Demand Side Management Bidding Pilot since 1993, and the Small and Large Standard Performance Contract programs since 1998.  He has also served as program manager of the Building Operators Certification program in 2003.  His prior business experience includes marketing positions in the airline, electronics and banking industries.
Carole C. Quinn, Program Manager

Carole Quinn has been an employee of Southern California Edison since 1973, working with various departments and programs. She coordinated the administrative and accounting functions for SCE subsidiary Mono Power Company, and supervised the diesel and LPG deliveries for SCE’s Pebbly Beach Generating Station on Catalina Island. Carole has designed, implemented and managed the Energy Efficiency Low-Income Relamping Program for residential customers tracking budgets and program operations, maintaining lamp inventory, and conducting workshops and audits.  Her final year as manager the program serviced over 71,000 customers and installed over 375,000 energy efficient lamps. In 1994, Carole moved to the Customer Service Division and for five years managed and coordinated operations for the Residential Application and Commercial End Use Load Research Data Collection Program.
In 2001 and 2002, Carole managed the Small Business Standard Performance Contract Program. She is currently responsible for remaining 2002 Large Standard Performance Projects, and half of the 2003 SPC projects. Carole also provides management support, invoicing and account coordination for the DSM Bidding project, and is coordinating various CPUC SPC program audits.

VIII.
Budget

[image: image2.wmf]Program Budget

Total Program Budget

$33,648,395

Administrative

$511,166

Marketing

$321,000

Direct Implementation

$32,167,834

EM&V

$648,395

Other


The procurement-funded SPC program is part of both the Commercial and Industrial Hardware Incentive program categories represented in SCE’s Long-Term Resource Plan Testimony submitted to the CPUC on April 15, 2003. 

The procurement-funded program budget shown above may increase or decrease over time depending on customer demand for the program.  These budget adjustments may occur over the duration of the program through fund shifts among other procurement-funded programs.  SCE proposes that these potential fund shifts will not be subject to the funding flexibility guidelines which may be imposed on public goods charge funded programs.
� Dated April 15, 2003, Appendix II.4.
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