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Sceretuary to the Commission O =
Docketing Division €2
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180 East Broad Stres!
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Dear Ms, Jenking:

Cowmments of Ohiv Edison Company, The Cleveland Eleetric
Mwminating Company and The Toledo Ddison Company on

Appendix A
Cuse No., 09-512-GL-UNC

Re!

Iinclosed for filing, please (ind the original and seventeen (17) copies of
the Commenis of Ohio Edison Compeny, The Cleveland Electric Company and 'The
Toledo Edison Company on Appendix A regarding the above-referenced case, Pleasc
file the enclosed Comments, time-stamping the two cxtras and returning them {o me in

the encloscd envelope.

Thank you for your assistance in this matter. Pleasc contact me if you
have any questions concerning this matter.
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BEFORE ‘I'1IE
PUBLIC UTILITIES COMMISSION OF QHIO

In the Matler of Protocols for the

)
Measurement and Vertfication of Energy )
Efficicney and Peak Demand Reduction ) CASENO, 09-312-GLE-UNC
)
)

Measures,

COMMENTS OF OHIO EDISON COMPANY, THE CLEVELAND ELECTRIC
ILEUMINATING COMPANY AND TIE TOLEDO EDISON COMPANY
ON APPENDIX A
Introduction
In Appendix A of its June 24, 2009 Entry (“Enury™), the Commission requested
comments [rom inlerested parties on five separate policy issues that may affect the
approach and scope of a Technical Reference Munual (“TRM"), Chio Cdison Compuny,
The Cleveland Eleetric Illuminating Company and The Toledo Edison Company
(collcctively, “Companies”) thank the Commission [or the oppostunity to submit the
following comments on these impbrtanl issues,
Comments
The goal of any TRM should be to provide stundard measuroment vatues for
standard energy efficiency and demand response (“EEDR”) technologies and measures so
4s to streamling the measurement and verification (‘M&V™) process. In order to achicve

this goal, the development of (he TRM should be based on several hasic principies:

¢ Assumplions should be reasonable and reflect, to the degree practical and cost
effeclively possiblc, actual events and results;

s Calenlations related to the deemed measures set forth in @ TRM should he
hasic, with underlying documentation and data retention kept 10 a minimum;

o M&V should be viewed f{or what it is - an estimate — and, therefore, the cost

to achicve a xelutive state of certainty should not outweigh (he benefils of such
perceived certatnty;

GIR7d vi
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* Deemed values should mean exactly that — the values will be doemed to be
valid uniil they arc modified based on empirical evidence that supports such
modifications,

v Certainiy is critical to an Eleetric Distribution Utility’s (“RDUs”) EEDR
complivnce strategy. Therefore, any modifications to the deemed values
should be applied to new instailations on a prospective basis only; and

s There must be some certainty surrounding benchmarks, TRM values and
calculations.  The target eannot continuously move, cach time a variable
changes,

Rurther, EDUs will be contracting with vendors and other organizations to ussist
in the delivery of programs and will have contractually binding agreements (or the
achievemen! of targets. Any chunges to assumptions and savings valucs will require
alteration of contrac(s, Mrther underscoring the need for prediciability and consistency so
as o contain costs. Adoption of straightforward and rcasonable M&V protocols and
approaches will ensure that (he maximum proportion of program resolnces are devoted to
the delivery of scrvices to customers and the achicvement of targets, rather them
sophisticated and costly measurc technigues that often add minor incremental value to the
accuracy of findings.

Wilh (hese principtes in mind, the Companies submit the following comments.

Q 1 Should the Commission evaluate pevformance of ufility programs on
the basis of achieved gross or net savings, or both?

Answer: The Companies believe that perfonmance of wlility programs

should be evaluated based on gross savings only — both how and in the future.”

' The Companics generally agree with the Staff's provisional recommendation, exeept to the extent that
Sttt believes that this issue should be tevisited in the futwe. (Appdx A, p. 2) 11, howewar, the
Commission desires such additionnl roview in the future, the Companiss urge the Commission fy seck
additional comments from interested parties prios to making any decision, with such decision based vn
actual program assessments and a thorough vnderstanding of exactly what would be necessuary in order to
duetermine the netaal impact of free riders and spillovers, fneluding the costs to do so.

-9
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The Compunies agree with the Commission Staff thut “Ohio does not have a
history of significant ratcpaycr-funded energy efficiency programs and because
cleetricity prices have been velatively low in Chio, there is & high probabilily thal energy
elficiency programs proposed by utilities tn their fiist thice-year plan will have 4 high net
to gross savings raFio if these programs are well-designed,” (Appdx. A, p. 2.} The
Companics also agree wilh Staff that “quantifying attribution of energy savings and
demand reductions, and thus nect savings and reductions, can be a complex and a non-
exact process” id.; and will require the analysis of sales or market share data. (Id. at
pp. 1-2)

While such analysis will provide general information, if an BEDU is to truly
understand (he motivating factors underlying a customer’s decision to participate in a
program, customer surveys will also be nceessary. Net to gross surveylng lechniques
typically require a felephone survey approuch since the questioning involves skip
patterns. Based on vecent survey supplier quotations, residential lelephone surveys can
range from $235 per completed interview Lo approximately $100 per interview, depending
on the complexity, while non-residential surveys cost between $60 and $185 for data
collection alone {(cxclading data entry, verification and analysis). In order for such
techniques to have statistical validity, sampling must be done o a per technology ot end
use basis, which drives costs even higher, The survey must inquire of individual
patticipanits the specific measurcs they adopted and ask about each measare, the
motivation for its adoption and other questions related to attribution. As Stalf
recognized, attribufion s an incxact science which, according (0 at least onc swrvey

provider, is due to the limilalions of conducting surveys post implementation when a

G67874 vi
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customer hus o limited ability to recal! sources of information, the varicty of sources that

were available and other similar underlying information. This is one reason why the

industry trend lhas been toward adoption of deemed savings values based on an
assumption that free rider elfeets, whea netted against spitlovers, tend to net to zero. (Sce
e.g., New Jerscy protocols.) Further, such adjustments arc highly dependent on program
and measure specifics, such as distribution and installation processes, and can vary
widely,

Given that the TRM valucs are nothing more than estimates based on numerous
asstmptions and vaciables, incurring the costs necessary 1o improve the accuracy
swrounding only anc of these many fuctors does very little to provide exuctness (o the
listed TRM valucs. Instead, the Companics suggest that, absent empirical evidence to the
contrary, there should be a scbuttable presumption thal free riders will be offset by
spillovers, with the net impact being zera.

Q2:  How should baselins efficiency und market penefration be defined for
detersnining encrgy savings and demand reduetions?

Answer: The Companies believe that the baseline should be delermined
based on assumptions (hat most closcly reflect conditions that existed at the time the
custotner implemented the EEDR program(s),

The purpose of a TRM is to reflect un estimate of BEDR resuits that can be used
in ficw of acturt M&VY. As previously discussed, these TRM values are based on
assumptions.  These assumptions should reflect, 10 the degree practical and cost
effectively possible, actual conditions before the program is implemented. Therelote, (he
buseling should not be determined through the nse of somce hypothetical industry

standard, as requited in Rule 4901:1-39-08(B), O.A.C, Tnstead, cquipment that was

-4 —
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actually in place should be the basis for determining EEDR results.” Nor should it be
adjusted (downward) as required in Rule 4901:1-39-05(D) simply because a benchmark
hus been adopted through other Jaws, regulations or building codes.?

Tnasmuch as the Staff’s Provisional Recommendation mirrars the aforesaid rules
as adopled by the Commission, the Stalf’s recommendation suffers the same delects as
thosc of the rules, Not only docs Statt’s position fly in the [ace of the underlying rcason
for developing a TRM, but for ull of the reasons sct forth in the Companies’ fivst and
second Applicalions for Rehearing, filed in Docket No. (08-888.HL-ORD) on May 28,
2009 and July 17, 2009, respectively, it also violates Senate Bill 221, the Ohio
Constitution and the United States Constitution.” Therefore, EEDR_L'esults should be
determined based on conditions us they existed both before and after implementation of a
program,

Q3 Should reported encrgy savings and demand reduclion use retronctive
or prospective TRM values?

Answer: The Companies believe (hal revisions to the TRM should be
applied on a prospective basis only.

An BEDU's compliance with Senate Bill 22P°s muiti-year LEDR

benehmarks is comprised of a pottfolio of programs, euch of which is based on

information knawn at the time the program is doveloped. These programs, as well as an

? Notwithstanding, the Compaiies recogaize (hat in situations involving new aquipment ot equipment that
has reached the end of its service life, the baschne may have to be based on industry standards.

¥ While the Companies recognize the Comimission's goal to avold the need tor customers to pay for
programs that wanld be implemented regardless of an BDU's actions, the cost savings to customers throbgh
tlie Commission’s actions to achieve this gont will more than likely be dwaefod by the costs incurred by
EDUs to replace the cost cltective programs that will no lenger quality as a rosult of the arbitrary
conditions placed on programs through the Commission’s recently adopted rales.,

1 Rather than 1witerate these araguments herein, the Companies incorporate pages 7-9 und 11-12 of its first
Application for Reheyring and pages 11-16 of its second Application for Rehearing, as if fully rewritten
above,
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EDU*s overall compliance strategy, require months of planning and, therefors, none can
he modificd at a4 moment’s notice, Morcover, as more fully discussed in the Companies’
second Application for Rehearing, which was filed in Docket No. 08-888-BEL-ORD on
July 17, 2009, and which is incorporated herein by reference, it is unlawlul, unreasonablc
and unconstitutiopal for thg Commisgion to retroactively apply modified measures,
values and standards. There must be some level of certainty upon which the EDUs can
rely — cortainty that would be seriously lacking if values and measures were retroactively
adjusted, While the Compunies do not object to the use of revised values and measurcs
on a prospective basis, they should not be applied refroactively to programs aheady
approvesl,

Although nol part of the speeific question presenied for comment, the Compunies
urge the Comimission to estimate costs and savings from energy efficiency mcasures or
programs al the time of measure installation or program implementation (ex anfe.}) Mot
only does this provide some semblance of certainty for the EDU, which, as discussed
above is so critical (0 the development of its programs and compliance strategies, bul il
also minimizcs program costs by eliminating recundant M&V tasks,

As parl of their due diligence during the program design phase, an EDU will have
to perform certuin M&V tasks, All of the EDT assumptions, projections and resulls
should be avui]at;!e for review by Commission Staff and their cxperts, It is al this time,
and nol after the program is implemented, that Staff should voice ifs concerns.
Otherwise, these concerns should be the subject of the TRM revision process For
prospective application.  Further, given the numcrous variables, such us weather

conditions, production ouput, the type and number of equipment and machines in use at

7874 vi
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any given time, and fuel mix, just to name a few, there is no guarantee that an ex post
cstimatc is any more accurafe than that done ex anfe.  Ahsenl a clear indication of such
improved accaracy, the Commission should opt for the lesser cost approach — ex ante,

Q4:  Should the cost-cffectiveness fest be applied at the measure, project,
program or portfolio level?

Answert The Companics believe that a determination as to whether an
EDU’s three-yeur plan is deomed cost effective should be evaluated by applying the TRC
or cost-offectiveness test at the portfolio level, taking inlo consideration all of its
programs in (heir entiety, This approuch provides EDUs with the flexibility to
experiment with differcnt implementation strategics and to encourage the deployment of
emerging technologies and market transformation programs as woll as supporl low-
income programs” as suggested by the Staff. (Appds. A, po 7) The Companies,
however, do not necessarily agree with the Staff's statement that “the Commission may
approve programs that provide significant non-cnergy benefits [(hat] do not pass the TRC
test” (id.), if this stalement is interpreted fo allow (he Commission to force upon BDUs
programs that do not pass the TRC fest. In such a situation, the burden is on the EDU to
demanstrale why approval of such u program is pruadent.

Q5: What expectations should the Comunissionn cstablish for energy
savings and demand reduction determination certainty?

Answer: As previously discussed, there ave too many variables, underlying
assumptions and unknowns to provide true certainty when determining BEEDR resulfs.
Thus the only certainty in this process is the cerlain fact that all results, regavdless of the
approach used (o delermine them, are nothing more than best-gess estimates based on

information available at the time. While the Companies do nol oppose the Staff’s

67874 v1
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provigional recommendation that requires EDUs “to wse ‘best practices’ to establish
guality assurance and quality control procedures that include [ield sile inspections, and to
provide full documentation of mulyses” (id, at &), thc Companics caution the
Conmmission 1o heed its own words when recognizing in its Enlry that there must he a
proper balance between the cerlainty of the valucs and the costs to achieve such certuinty.
(Junc 24, 2009 Latry, para. 9, p. 4) Thereflore, regardless of the degree of confidence and
piecision selected, the Commission should allow sufficient flexibility in its process to
deviate from such set standards, when the impracticalily of sample size and the costs to
achieve such perceived cerlainty dictate.
sStmmary

Tn sum, the TRM must have some semblance of certainty upon which an EDU can
rely when developing its compliance strategies and designing its programs. Accordingly,
the TRM should be developed based on assumptions that, to the degree practical, most
closely reflect actual conditions. It should incorporate information known to date,
applying new information that suggests the need for revisions on a prospactive basis only,
The costs to use the TRM should be lass than the benefits the TRM achieves. Therelore,
once values are established and deemed for pusposes of the TRM, changes should only be

made when cinpirical evidence suggests Lhe need for such changes,
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"The Companies look forward to working with Commission Staff and interested

stakeholders during the development of the TRM.

o874 vl

Respeciiully submitted,

Senfor Attorncy

FirstBnergy Service Company
76 South Main Sireet

Akron, Ohio 44308

Plone: 330-384-4580

lax:  330-384-3875
kjkolich@firstenergycorp.com

On behalf of Ohio Rdison Company, The
Cleveland Llectric 1lluminating Company
und The Toledo Edison Company
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CERTIFICATE OF SERVICKE

THIS IS TO CERTIFY that a copy of the foregoing has been served via flrst
class mail, postage prepaid, this 24™ day of July, 2009, upon the individuals or companies

listed in the serviee lists attached hereto;

Elizabcth H. Watts

Duke Encrgy Corporation
1535 Easl Broad Street
Columbus, OH 43215

Jeffrey Small

Ohio Consumers’ Council
10 West Broad Street
Columbus, OH 43215

Randall V. Griffin

Attorney for Dayton Power & Light
Company

1065 Woodman Drive

Dayton, Ol1 45432

Vectren Fnergy Delivery of Ohio, Inc.
Ronald E. Christian

One Vectren Square

DBvansville, IN 47708

The IZast Ohio Gas Company

dha Dominion East Chio

280 North High Street, Plaza Swite 1300
Columbus, OH 43215
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Samuel Randazyo

MeNees, Wallace & Nurick LLC
Fifth Third Center, 17" Floor

21 Last State Street

Colimbus, OI1 43215

Marvin 1. Resnik

Steven 1. Nourse

American Elcetric Power Scrvice Corp.
1 Riverside Plava, 29" Floor
Colwmbus, OH 432215

Columbia Gas of Ohio
Robert G, Kriner

200 Civic Center Drive
Columbus, OII 43215

Columbus Southern Power
Ohio Powcer Company
Sclwyn I. Dias

Suite 860

88 Easi Broad Stroot
Columbus, OH 43215-3550

Paul A, Colhort

Jomes Day

325 Toha H, McConnell Boulevard, Suite 600
T.(, Box 165017

Columbus, OH 43216-3017
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Mark A, Wihitt

Cavpenter, Lipps & Leland LLP
280 Plaza, Suite 1300

280 North Iligh Street
Columbus, OH 43215

East Ohio Gas Company
dba Dominion Hast Ohio
1201 Eust 55" Strest
Cleveland, O 44101

618 vl

o, 2751

Eric B, Galloa

Porter Wright Morris & Arlhur LLP
41 South 1igh Street

Suite 3000

Columbus, OH 43215
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