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EnergyTrust

of Oregon, Inc.

Meeting of the Conservation Advisory Council
Wednesday, April 18, 1:30 — 4:00 p.m.

Energy Trust Megawatt Conference Room

851 SW 6" Ave. Suite 1200

Portland, OR 97204

AGENDA

1:30 pm  Welcome and Introductions
e Approve agenda

1:35 Program Delivery Model Evaluation Preliminary Findings (Information)

2:15 New Gas Efficiency Measures (Discussion)

3:00 Adjourn

The next scheduled meeting of the Conservation Advisory Council will be on
May 16.

851 SW Sixth Avenue Portland, OR 97204  [-866-ENTRUST (503) 546-6862 fax  energytrust.org
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DRAFT DISCUSSION FOR
REFINEMENT-
Funding Allocation with Industrial Cap

Energy Trust of Oregon
April 18th, 2007
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* PGE has proposed an increase in public purposes

charge and consequent funding for Energy Trust
efficiency programs

— No increase in public purpose charge for customers >|
MW in load.

— No increase in available funds for those customers either.

* A provision to allow this is in one version of the
Renewable Energy Standard bill. (SB 838)

* Intent of this discussion- First airing (for refinement)
of issues regarding how this would be administered.

EnergyTrust
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This is Good News! But- If This Happens:

We need a consistent, rational, and executable system
for limiting funding for larger customers in event of
high demand for large projects. It could happen:

* One new large industrial plant has been announced,
rumors of others.

* As a consequence of NEEA’s activities, Energy Trust
expects $ Millions in increased demand for incentives
from hospitals, mostly with chains or sites > AMW.

* More mega-projects expected.

* Possibility of increased work with semiconductor
firms EnergyTrust

of Oregon, Inc.





Details Not Yet Clear

* Definition of “large” customer
* Site vs. meter as basis.

* Multi-site owners
* Average MW? Connected MW!? Peak MW?

— Legislation currently contemplates aMW
* Determined in the law or by the PUC?

These details will influence administration and
Impacts.

Some recommendations follow based on the analysis
presented below.

EnergyTrust
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Equitable and Efficient Administration will

be a Challenge

* Program activities for large customers currently
spend a much larger % of the Energy Trust’s electric
funds than they provide to the Energy Trust through
public purpose funding mechanism.

— Industrial sector contribute 15% and receives 33%

* Large projects often provide very cost-effective
savings.

* Industrial, commercial, and residential program
demand each have peaked in different years.

* Three illustrative approaches are discussed next, to
show the tradeoffs between equity, effectiveness, and
complexity. Refinements are expected. EnergyTrust

5 of Oregon, Inc.





lllustrative Policy Option |- Unrestricted

No new restrictions on large customer spending
from ‘““additional” funds.

Pro:

* Simple

* Maximizes Savings

Con:

* Proposed amendment would not allow.

* No relationship between money contributed and
access to funds.

— Greater potential for smaller rate payers to fund projects

from large ratepayers.
8 by EnergyTrust
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lllustrative Policy Option 2-

Large Customer $ out capped at $ in

Limit customers >1aMW (as a group) to the
amount of funding they provide to the
Energy Trust on an annual basis.

Pro:

* Small customers who pay higher charge would not
be paying for services to larger customers who pay
a smaller charge.

EnergyTrust
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lllustrative Policy 2-

Large Customer $ out capped at $ in (cont’d).

Con:

* This would be a major change in ET policy; board has
emphatically rejected “dollar in-dollar out”.

* Will make it very difficult to meet existing goals.

* Under this rule millions of dollars would be freed up
for smaller customers without an increase in public
purposes funding. Unclear where the additional
money would go.

* Mega-projects would be problematic.

EnergyTrust

of Oregon, Inc.





Policy Option 3- Follow Historic Shares

In any two-year period, limit customers >1aMW (as a
group, all programs combined) to the percent of ET
electric efficiency incentive expenditures that they
used on average for the period 2005-2007.

Pro:

* By using a percent, we normalize for uneven spending year-
to-year.

* By using 2005-7 as the base, we get a reasonable historic
average.

* The two-year provision would provide the ability to flex
funding for one year to acquire mega-projects, affording the
Energy Trust a source of low-cost savings.

* More savings benefits all ratepayers so long as all can
participate in some year.

* More funding for smaller ratepayers than they have

historically received.
4 EnergyTrust
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Policy Option 3- Follow Historic Shares

Con:

* This would provide large customers with more
funding from Energy Trust programs than they
provide to the Energy Trust at a time when other
customer groups might pay an increased public
purposes charge.

* Complexity will make it difficult to track and enforce
funding caps.

* Energy Trust was beginning to shift funding toward
commercial in 2007 without the “cap”.

EnergyTrust

of Oregon, Inc.





Administrative Issues with Options 2 & 3

* For option 2- we must know total loads by sector &
>| aMWV loads to set “shares”. Not a major issue.

We need to figure out which customers had loads >|

aMW going back three years for option 3. This will
be difficult.

e Need rule: Is | aMWV for meter vs. site vs. firm?
— Self-direct is at site level.

— Some large customers may have meters over and under
one aMW at the same site.

EnergyTrust
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Administrative Issues with Options 2 & 3

(ctd)

* Need rule that is administratively feasible:
aMW, peak MW, or connected MW!?

— Self-direct is aMWV.

* Customers will need to identify themselves as < or >
| aMWV to apply.

* Some may be larger one year, smaller the next. Base
funding eligibility on last one or three years?! At time
of commitment! If their load changes it may make ET
compliance difficult.

* Use reservation system to track commits by year by
size class.

EnergyTrust
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Administrative Issues with Options 2 & 3

(cont’d)

* Energy Trust will need to either cross-link reservation systems
across programs or allocate large customer funds at the
beginning of the year.

— Cross-link is complex and may create temptation for program
management contractors to create “optimistic reservations” to maintain
flexibility to meet goals.

— Pre-allocation could result in unspent funds, but this could be addressed
through mid-year correction.

* How to treat new buildings! No load data.
— Could use utility load sheet to meet ability to serve requirement.
— Connected load will not be fully known until building fully designed.

— aMW and peak MWV will not be known until building is fully operational.
EnergyTrust

of Oregon, Inc.





Conclusion

More funding for smaller customers is great! But:

* Any system of allocation may create perceived equity
Issues.

* Any system of allocation makes it more difficult to
meet Energy Trust goals.

* Any system increases administrative complexity and
will appear “bureaucratic” to customers.

— We already manage, track and report funds across six
programs and five utilities for efficiency and five programs
and two utilities for renewables and separately track CRC-
funded measures for two utilities.

EnergyTrust
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Conclusion (cont’d.)

Initial Staff Opinion: Option 3 may be the least
problematic system of administration. Definition
consistent with self-direct would have a larger group
under the “cap” but would be least confusing for
customers.

EnergyTrust
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* See if the legislation passes and in what form.
* Further discussions.

* As provided by the law, work out solutions with
utilities, stakeholders, and PUC.

EnergyTrust

of Oregon, Inc.
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Plan to Accelerate Gas
Activity
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Plan to Accelerate Gas Activity

* This document outlines efforts to accelerate savings
for gas programes.

* Note: several of these items combine gas and electric
efficiency measures, sometimes that’s the best avenue
to accelerate gas.

EnergyTrust
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Accomplished: Overall

* Incorporated gas in all non-industrial programs

* Significant savings from new/existing commercial and
residential sectors including appliances

* Significant savings volume increase over pre-Energy
Trust programs

* Built regional and national relationships to develop
markets and share ideas and strategies

* Participated in national meeting to establish gas
market transformation priorities

EnergyTrust
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Accomplished: Overall (cont’d)

* Organized and chaired session at national conference
on gas market transformation

* Now serve two gas utilities in Oregon and deliver
one program for the third, allowing for a more
holistic approach to Oregon markets

EnergyTrust
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Accomplished: Residential

* New incentives available for efficient gas fireplaces
 New incentive available for tankless water heaters

* New incentive available for Energy Star “plus”
new homes

* New incentives available for new multifamily homes
* New spiff for furnaces in new homes

 Simplified/consistent incentives for gas & electric
weatherization

EnergyTrust
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Accomplished: Commercial

* New incentive available for commercial washers
* |ncreased boiler incentives

* New or increased incentives for several food service
measures

EnergyTrust

of Oregon, Inc.





Next six months: Overall

* Promote all the new incentives listed above through
new targeted initiatives within programs

— EG: June bill stuffer and promotional offer for tankless
water heat

EnergyTrust

of Oregon, Inc.





Next six months: Residential

« ENERGY STAR homes/code transition- will capture
market transformation savings

* Conducting market research on how to accelerate
weatherization

* Cost effectiveness screening for dishwashers

* Expand outreach effort for solar thermal applications

EnergyTrust

of Oregon, Inc.





Next six months: Commercial and Light

Industrial

* Build lodging and foodservice initiative off of
restaurant initiative

— Hi-E cooking equipment
— Hi-E water heaters
— Hi-E waterloop heat pumps

— Hi-E thru-wall gas heaters

* Research to validate savings from radiant heat

* Cost effectiveness screening for dry cleaner steam
trap replacement

EnergyTrust

of Oregon, Inc.





Next six months: Commercial and Light

Industrial (cont’d)

* Target nursery heating and efficient glazing systems

— Cost effectiveness screening for greenhouse window film

* Exploring biofuels to supplant gas boiler loads

* Target smaller industrial operations that contribute to
PPC through Production Efficiency small industrial
initiative
— Boiler efficiency upgrades

— Steam trap replacement

— Radiant heating opportunities

EnergyTrust

of Oregon, Inc.





Next six months: Commercial and Light

Industrial (cont’d)

* Perform training outreach sessions to contractors
and users about gas efficiency technologies and
strategies

* Establish closer ties with public electric utilities for
referrals and comprehensive services to customers

* Expand outreach effort for solar thermal applications

EnergyTrust

of Oregon, Inc.





Late 07-08: Residential

* Promote HI-E water heaters (Er=.70) as soon as
available.

* Research to validate savings from tankless water
heaters

* Develop more advanced ENERGY STAR new home
program

EnergyTrust

of Oregon, Inc.





Late 07-08: Commercial

* Developing enhanced small new building incentive
offering

* Review pre-rinse spray valves

* Heat recovery from refrigeration for heating hot
water and space heat (groceries)

* More large new buildings in 08

* Continue facilitating the introduction of Hi-E
packaged roof-top HVAC equipment

* Continue to market solar thermal applications

EnergyTrust

of Oregon, Inc.





Long Term Exploration: Residential

* Figure out niche and cost effectiveness for
space/water heating combo units

* Explore residential home energy feedback devices, if
they become available for gas

* Complete furnace market transformation

* Explore advanced home duct control technologies

EnergyTrust

of Oregon, Inc.





Long Term Exploration: Commercial

* Marketing for more commercial equipment (tankless
water heat for restaurants?)

EnergyTrust

of Oregon, Inc.
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PLAN TO ACCELERATE GAS ACTIVITY
This document outlines efforts to accelerate savings for gas programs.

Note: several of these items are electric and gas efficiency, sometimes that’s the best avenue to
accelerate gas.

ACCOMPLISHED
Overall

% Incorporated gas in all non-industrial programs

+« Significant savings from new/existing commercial/res plus appliances

% Significant savings volume increase over pre-Energy Trust programs

% Built regional and national relationships to develop markets and share ideas

% Participated in national meeting to establish gas market transformation priorities

+ Organized and chaired session at national conference on gas market transformation

s Now serve two gas utilities in Oregon and offer some programs for the third, allowing
for a more holistic approach to Oregon markets

Residential

+« New incentives available for fireplace

% New incentive available for tankless water heater

+« New incentive available for “plus” new home

s New incentives available for new multifamily homes

+« New spiff for furnaces in new homes.

% Simplified/consistent incentives for gas & electric weatherization

Commercial
«» New incentive available for commercial washers

++ Increased boiler incentive
«» New or increased incentives for several food service measures
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NEXT SIX MONTHS
Overall

+«+ Promote all the new incentives listed above
o0 EG: June bill stuffer and promotional offer for tankless water heat

Residential

% ENERGY STAR homes/code transition- will capture market transformation savings
«» Market research on how to accelerate weatherization
+» B/C screen for dishwashers

Commercial and Light Industrial

+ Build lodging and foodservice initiative off of restaurant initiative
0 Hi-E cooking equipment
0 Hi-E water heaters
o0 Hi-E waterloop heatpumps
0 Hi-E thru-wall gas heaters
++ Research to validate savings from radiant heat
s+ BJ/C screen for dry cleaner steam trap replacement
+«+ Target nursery heating and efficient glazing systems
0 B/C screen for window film for greenhouses
«+ Exploring biofuels to supplant gas boiler loads
+«»+ Target smaller industrial operations that contribute to PPC through Production
Efficiency small industrial initiative
e Boiler efficiency upgrades
e Steam trap replacement
e Radiant heating opportunities
+ Perform training outreach sessions to contractors and users about gas efficiency
technologies and strategies
% Establish closer ties with public electric utilities for referrals and comprehensive
services to customers
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LATE O7-08
Residential

++ Promote EF=.70 water heaters as soon as available.
% Research to validate savings from tankless water heaters
+«+ Develop more advanced ENERGY STAR new home program.

Commercial

Developing enhanced small new building incentive offering

Review pre-rinse spray valves

+«+ Heat recovery from refrigeration for heating (commercial)

% More large new buildings in 08.

+«+ Continue facilitating the introduction of Hi-E packaged roof-top HVAC equipment
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LONGER TERM EXPLORATION

Residential

L X4

Figure out niche and B/C for space/water heating combo units

Explore residential home energy feedback devices, if they become available for gas.
Complete furnace market transformation

% Explore advanced home duct control technologies

>

R/
%

L X4

Commercial

% Marketing for more commercial equipment (tankless water heat for restaurants?)

E:\\ENERGY EFFICIENCY\Conservation Advisory Committee\2007\07 04 18\Presentation\Plan to accelerate gas 070405 .doc
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Energy Trust Contracting and Delivery

Models Evaluation

* |nterviews:
— QI 2007

 Evaluation Contractor: Research Into Action

EnergyTrust
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Goals of Presentation

 Share initial findings and recommendations
* Get feedback on this early draft

* Directions for refinement of report

EnergyTrust

of Oregon, Inc.





Evaluation Goals

* Assess the contracting and delivery models currently
in use, especially in regard to customer service,
effective delivery and costs

* Review models employed by other regional and
national organizations

* Obtain information needed to strengthen program
delivery and improve customer satisfaction and
communications and enable Energy Trust to achieve
its goals

EnergyTrust
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How We Will Use This Report

* Framing discussion and direction on program design
changes

* Developing next set of Program Management
Contractor (PMC) request for proposals (RFPs)

EnergyTrust

of Oregon, Inc.





Evaluation Methods

* Review of Energy Trust documents and evaluations
* Interviews with:

— Energy Trust Staff |18
— Program Management

Contractors (PMCs) 5
— Program Delivery

Contractors (PDCs) 5

— Trade Allies and Allied Technical
Analysis Consultants (ATAC:)

— Energy Trust stakeholders

— Utility stakeholders

O N U1 N

— Other organizations

_ Total 47 EnergyTrust

of Oregon, Inc.





Energy Trust uses a variety of models PMC, mixed and
internal.

All of these models use third party contractors to some
extent

Program delivery contractors are usually selected using a
competitive procurement process (e.g. RFP, RFQ)

Programs are meeting their goals

Programs are perceived by almost all the parties involved
be working well to achieve these goals

Competitive procurement process is viewed as a key
element that ensures cost-efficiency

EnergyTrust
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Findings: Similar Organizations

* PMC model often used for residential programs
* Less use in C&l programs due to variety of factors

* Similar organizations will select delivery model
according to market conditions, degree of control
they wish to have, and policy considerations (e.g. cap
on FTE)

* Contracting out to third parties is needed even with
internally delivered programs

* Energy Trust management auditor PMC checklist
was not particularly relevant to other organizations

EnergyTrust
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Findings: Similar Organizations

* Program delivery costs do not appear significantly
different across model types

* Energy Trust compares favorably when analyzing
costs of electricity savings

* Other organizations felt that the approach they used
was most efficient

* Other organizations also used competitive
procurement to keep costs down

e Communications is an issue with contractors in
general (not just PMC model)

EnergyTrust
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Findings: Energy Trust PMC Model

* PMC process brings outside expertise that could not
necessarily be acquired internally

* Competitive process keeps program delivery
efficient

* Energy Trust PMC relationship more collaborative
* Very good at jump-starting programs

* Achieves savings goals

* Successful in working with trade allies

* Simplifies Energy Trust contracting process

EnergyTrust
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Findings: Energy Trust PMC Model

* Main Issues with PMC model were:
— Communications
— Coordination with other programs
— PMC focus on contract goals
— Aligning PMC and Energy Trust goals
— Complying with Energy Trust requests
— Cumbersome contracting process
— Engaging customers and developing LT relationships

— PMC has potential for perceived conflict of interests (e.g.
maximizing profit, growing their own business)

 Similar issues identified by other organizations

EnergyTrust
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Energy Trust Program Delivery

* Energy Trust aware that being a lean organization
important to the way it is perceived

* No staff consensus on efficiency of specific delivery
models

* Internal program delivery perceived to address some
issues associated with:
— Aligning goals
— Communications
— Marketing
— Data management

— Developing long term relationships with trade allies and
customers

EnergyTrust
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Findings: Program Experience

* Customers and trade allies reveal a moderate high
level of satisfaction in most of the programs

* Energy Trust is viewed as becoming more
bureaucratic over time by some

* Miscommunications about funds availability and
project forecasts in 2005 and early 2006 still coloring
many stakeholders perceptions

* PMC commitment to fostering customer
relationships questioned

* PMGCs and other trade allies encourage Energy Trust
staff to get out more

EnergyTrust
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Conclusions

* Anticipated changes in the Oregon energy efficiency market do
not require a major change in the way Energy Trust delivers its
programs

* The main weakness of the PMC model is that it is applied the
same way across all current programs and sectors

* The major benefit is that Energy Trust is perceived as
administering public funds in an efficient and effective manner
with minimal overhead.

* Competitive procurement is the key to the efficient program
delivery not a specific delivery model; almost all delivery models
appear to use third-party contractors

* Energy Trust would be more able to respond to market changes
if it allowed the delivery model to be determined by market
needs and not be driven by need to meet the perceptions of
external stakeholders

* Any changes to delivery models should be based on in-depth
market analysis EnergyTrust
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Recommendations

* Energy Trust needs to communicate that competitive
procurement is the key to cost effective program delivery and
not a particular model

* Energy Trust needs to communicate that the most effective
delivery model is determined by market conditions and not a
single approach to program delivery

* Use PE as a case study of how to develop a different delivery
model

* Before rebidding any program perform a detailed market
assessment to determine if and how program delivery and
design should change. Changes should be reflected in the
new RFP.
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Implications

* Any change requires the continued dialogue with
stakeholders (RAC, CAC, Board etc.) which may
take considerable time

* Are there opportunities for the PMCs to do more
competitive procurement!?

* Consider if PMC approach meets our goal of
competitive procurement

EnergyTrust
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Next Steps for this Evaluation

 Collect detailed feedback from staff and committee

* Revise report
* Discuss at Board retreat in June!

Questions??

EnergyTrust
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