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This working group has been established in response to the NAESB 2009 Annual Plan, Task 4.G which states:

Develop business practice standards used to measure and verify reductions in energy and demand from energy efficiency in the wholesale and retail markets.

The working group is focused on energy efficiency (not demand reduction) in the retail sector.

Objective

The primary objective of the Working Group is the development of a Model Business Practice for estimating the directly achieved electricity savings (peak and average kW and annual kWh) achieved by participants that are utility retail sales customers, in rate-payer funded programs.  The intended audience is regulated retail service utilities and their regulators.

Notes: 

· M&V of project savings is covered only to extent it supports program evaluation

· Gross (not net savings, i.e. attribution of savings to one cause or another are covered, although reference is made to potential need for net savings analysis for some users) 

· Energy savings only, at retail level, electricity only

· Cover ‘utility programs’, not, for example, State stimulus programs or bi-lateral private sector projects/programs

Audience

The primary audiences for the Model Business Practice (MBP) are (a) professionals that are new to the design, implementation and evaluation of electric utility company, energy-efficiency programs and the (b) utility regulatory commissioners and their staff that oversee such programs. If approved, this NAESB Model Business Practices would be submitted to NARUC and could be adopted by one or more state public utility commissions as a guidance document. It seems likely that the greatest adoption of the MBP will be in states without a long history with energy efficiency programs. Should a national energy efficiency resource standard become law, there will be many states in this situation. Even without an Energy Efficiency Resource Standard (EERS), the recent trend has been for increasing state support for energy efficiency (e.g. MD, PA, DE), although such states have been able to utilize existing guidance documents for development of the evaluation requirements.

Potential Benefits

The MBP could demonstrate to state regulators that energy efficiency programs are capable of being evaluated at a reasonable cost.  The savings from these programs can be documented. 

Possible Additional Phases

Some members of the working group feel that it may eventually be possible to develop model business practices for some of the issues that we are proposing to exclude from the current work scope. Upon the conclusion of the currently proposed work scope, a second phase may be considered if there is sufficient interest from NAESB members, as well as potential for development of a successful MBP addendum. 
Proposed Scope of Work

The practice of determining the gross impacts of energy efficiency projects and programs is quite well developed and mature. It is also a broad field with the primary outstanding issues relating to each jurisdiction deciding how much effort (budget) to put into evaluation efforts and to what degree of certainty savings determination (estimation) is required.  These issues are best answered by each jurisdiction based on the scale and objectives of its efficiency efforts.

The working group should define the scope of the effort in order to produce a document that covers general, best practices approaches that each jurisdiction should consider irrespective of the scale or objectives of its efforts.  Thus, the MBP will cover evaluation at a relatively high level.

Therefore the following are recommended:
1. Focus on Programs not Projects. It is the opinion of the working group that the audience for this Model Business Practice is concerned primarily with the energy savings impacts of energy efficiency programs rather than the savings from individual energy efficiency projects. The energy savings impact of a utility program is typically the result of many individual projects. The processes for determining savings from individual projects are known as Measurement and Verification (M&V). The determination of program impacts is typically referred to as a Program Impact Evaluation and is considered a subset of a broader set of program evaluation measurement and verification (EM&V) activities. The focus of the Model Business Practice will thus be EM&V rather than M&V.

From NAPEE Evaluation Guide Glossary:

· Evaluation: The performance of studies and activities aimed at determining the effects of a program

· Measurement and verification (M&V): Data collection, monitoring, and analysis associated with the calculation of gross energy and demand savings from individual sites or projects. M&V can be a subset of program impact evaluation
2. Focus on Gross, not Net Energy Savings. Program impact evaluations typically begin with a determination of the energy savings that result from the actions taken by participants in the program. This is known as the “gross” savings of the program. In some cases, the gross savings are adjusted to account for factors such as free riders and free drivers in order to estimate the “net” savings from the program. The ratio of the net to the gross savings is commonly known as the net-to-gross (NTG) ratio for the program. 


From NAPEE Evaluation Guide Glossary:

· Gross savings: The change in energy consumption and/or demand that results directly from program- related actions taken by participants in an efficiency program, regardless of why they participated.

· Net savings: The total change in load that is attributable to an energy efficiency program. This change in load may include, implicitly or explicitly, the effects of free drivers, free riders, energy efficiency standards, changes in the level of energy service, and other causes of changes in energy consumption or demand.


NTG considerations are critical to program evaluation, but jurisdictions vary widely in their treatment of NTG
. Some states require rigorous NTG estimates while others stipulate deemed NTG values or ignore NTG altogether. In addition, there are concerns among some in the evaluation community as to the effectiveness and reliability of the commonly used methods of estimating NTG.  There are strengths and weaknesses to each of the various methods. As a result of the lack of regulatory uniformity and other issues, we feel that it will be difficult to obtain wide agreement on NTG for this Model Business Practice. Thus, while NTG issues may be referenced, this will be a Model Business Practices for determining gross program impacts.  NTG might be considered in a future phase of NAESB Model Business Practice development, if appropriate. 

3. Bottom-up approach. The standard practice for impact evaluations conducted in the United States is to build up estimates from the “bottom up”. The impacts of the program are estimated through examination of the population or a representative sample of the participants in the program. An alternative approach is to look for program effects in the energy consumption in a country, region, or utility service territory. Future efforts associated with, for example a national EERS, may involve a top down approach. This “top down” approach holds some promise, but it is so uncommon in the United States that the working group feels that it should not be the basis of a Model Business Practice.  

4. Focus on Current Best Practices. There are a number of interesting new developments in the field of program impact evaluation. These include the impact of wide scale deployment of “smart meters” and behavior evaluation. The impacts of these factors on the practice of evaluation are still being developed and refined. These factors are not well enough defined to obtain agreement for a Model Business Practice.

5. Limit Focus to Impact Evaluation. Program evaluations often include many research objectives other than determining the savings that result from the program. Each of these objectives is a field of study unto itself and could potentially be the subject of their own Model Business Practices. The working group feels that the present effort should specifically NOT address the following program evaluation research objectives because the scale of the document, and the time to produce it, would delay its implementation:

a. Co-benefits. Co-benefits are benefits of the program such as job creation, environmental benefits, deferred T&D costs, and general economic benefits. As is the case with NTG, jurisdictions vary widely in their treatment of co-benefits and no general consensus is possible.

b. Market Effects evaluation. An evaluation of the change in the structure or functioning of a market, or the behavior of participants in a market, that results from one or more program efforts. Typically the resultant market or behavior change leads to an increase in the adoption of energy-efficient products, services, or practices. (from NAPEE Guide)

c. Cost effectiveness evaluation. An indicator of the relative performance or economic attractiveness of any energy efficiency investment or practice. In the energy efficiency field, the present value of the estimated benefits produced by an energy efficiency program is compared to the estimated total costs to determine if the proposed investment or measure is desirable from a variety of perspectives (e.g., whether the estimated benefits exceed the estimated costs from a societal perspective). There are a wide variety of cost benefit tests used (e.g. Total Resource Cost test, Program Administrator Cost test, Participant Cost test) which meet a variety of regulatory and utility objectives.

d. Process Evaluation. Process evaluations are often conducted in conjunction with impact evaluations. Process evaluations are systematic assessments of an energy efficiency program for the purposes of documenting program operations at the time of the examination, and identifying and recommending improvements to increase the program’s efficiency or effectiveness for acquiring energy resources while maintaining high levels of participant satisfaction. (from NAPEE Guide)
Note that while the MBP will not provide detailed guidance on these issues, it may include a listing of these broader evaluation considerations that may be considered by utilities or regulators.
6. References to Key Evaluation Documents. There are a number of well respected references on methods and approaches to estimate gross savings from ratepayer-funded energy efficiency programs. The Model Business Practice is likely to contain primary references to these documents (as well as others).

a. National Action Plan for Energy Efficiency (NAPEE) Model Energy Efficiency Program Impact Evaluation Guide

b. International Performance Measurement and Verification Protocol (IPMVP)

c. California Evaluation Framework (2004)

d. California Evaluation Protocol (2006)
e. NEEP Regional EM&V Forum guidelines
http://www.neep.org/emv-forum
f. Northwest Regional Technical Forum M&V Protocols
http://www.nwcouncil.org/rtf/about.htm
7. Limited Guidance on M&V. M&V protocols are well established in the IPMVP. The working group expects to refer to the IMPVP as the standard for determining savings at the project level. 

8. Guidance on EM&V methods. The MBP will include guidance for typical energy efficiency measures on the major EM&V elements that should be addressed when evaluating gross savings. These include establishing baseline conditions and estimating measure life. The NAPEE EM&V Guide and recent NEEP Regional EM&V Methods and Savings Assumptions Guidelines document are expected to be useful references for this task.
9. No Treatment of regulatory incentive. The MBP will deal with the methods for determining the results of programs. It will not deal with the ways in which program administrators, including utilities, can be reimbursed, rewarded, or otherwise regulated in response to those results. We feel that it will be difficult to obtain wide agreement on these issues for this Model Business Practice.

10. Additional topics. The working group feels that the following topics should be included as recommendations for using best practices; although the depth of coverage will probably be limited:
a. Methods for minimizing bias

b. Defining statistical significance

c. Data management
d. Importance of developing logic models, which although focused often on process evaluations, can be helpful for identifying metrics

e. Provide commentary on appropriate EM&V methods for different program types. This could draw upon the work currently commissioned by NEEP.


11. Scope Uncertainty. There is one area in which the working group is still undecided. Whether to maintain a focus on resource acquisition programs in order to enable the MBP to be shorter and more focused. Would doing so inadvertently harm other program types through omission? If they were not covered, would an inexperienced regulator decide that market transformation, education, and technology programs are not worthwhile or capable of producing measurable benefits?
� See Review of Evaluation, Measurement and Verification Approaches Used to Estimate the Load Impacts and Effectiveness of Energy Efficiency Programs, Messenger M., R. Bharvirkar, B. Golemboski, C. Goldman, S. Schiller. April 2010.


� National Action Plan for Energy Efficiency (2007). Model Energy Efficiency Program Impact Evaluation Guide. Prepared by Steven R. Schiller, Schiller Consulting, Inc. <www.epa.gov/eeactionplan>
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