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Reply Comments of Ohio Edison Company, The Cleveland Electric Illuminating Company and The Toledo Edison Company

I. Introduction

On May 15, 2013, pursuant to Rule 4901:1-39-05, Ohio Administrative Code (“OAC”) and the Commission’s January 30, 2013 Entry in Case No. 12-2266-EL-WVR,
 Ohio Edison Company, The Cleveland Electric Illuminating Company and The Toledo Edison Company (collectively, “Companies”) submitted their Energy Efficiency and Peak Demand Reduction Program Portfolio Status Reports for the year ending December 31, 2012 (“Status Reports”).  Pursuant to Rule 4901:1-39-06(A), OAC, interested parties were permitted to file comments on the Status Reports.  On June 14, 2013, the Natural Resources Defense Council, the Ohio Environmental Council and the Environmental Law and Policy Center (collectively “Environmental Advocates”) submitted joint comments on said Reports.  The Companies hereby submit their reply to these comments.  
II. Background

Section 4901:1-39-05, OAC, requires an Electric Distribution Utility (“EDU”) to file an annual status report that addresses “the performance of all approved energy efficiency [“EE”] and peak-demand reductions [“PDR”] that its programs were designed to achieve, relative to its corresponding baselines.”  At a minimum, the report should include the following information:

(a) An update to the EDU’s benchmark report;

(b) A comparison between the benchmark and actual EE and PDR results achieved;

(c) An affidavit as to whether the reported performance complies with the statutory benchmarks;

(d) Program performance assessment;

(e) An evaluation, measurement and verification (“EMV”) report; and

(f) A recommendation as to whether each program should be continued, modified or eliminated.
 
On May 15, 2013, the Companies filed their Status Reports.  An update to the Companies’ benchmark report was included in Exhibits 1 and 2 to the Status Reports.  A comparison between actual results and benchmark requirements on a pro rata basis were included in the Status Reports in Tables 2-1, 2-2 and 2-3; annualized results were included as Appendix A.  An affidavit of compliance was attached to the Status Reports as Exhibit 3.  The cost effectiveness of each program was set forth in Table 3-1.  The Total Resource Cost test results included in the Status Reports were calculated and provided by the Companies’ independent EMV contractor, ADM Associates, Inc. (“ADM”).  In accordance with Rule 4901:1-39(C)(2)(a) and (b), OAC, a description of each approved energy efficiency or peak demand reduction program was included in Section 4 of the Status Report.
  EMV reports prepared by ADM were included for each program as Appendices B-K to the Status Report.  These reports were prepared consistent with the EMV report template provided by the State’s Independent Program Evaluator (“Statewide Evaluator” or “SWE”).  Finally, a recommendation of whether to continue, modify or terminate any of the programs was addressed in footnote 12 of the Status Reports and, as noted in that footnote and as more fully discussed below, such a recommendation was not necessary for the 2012 reports.  In sum, the Status Reports include everything as required by the Commission’s rules and as suggested by the SWE, and include similar information in generally the same format as that included in the 2011, 2010 and 2009 status reports filed by the Companies in Case Nos. 12-1533-EL-EEC et al, 11-2956-EL-EEC et al and 10-227-EL-EEC et al, respectively.  

Quoting Section 4901:1-39-05(C)(2)(c), OAC, the Environmental Advocates claim that the Companies have allegedly “omitted an administrative code requirement”, because they have failed to include “a recommendation for whether each program should be continued, modified, or eliminated.”
  Accordingly, the Environmental Advocates urge the Commission to “require the Companies to supplement their report with a document detailing the Companies’ response to each recommendation [from ADM].”
  They also urge the Commission to adjust savings calculations made for the Companies’ Compact Fluorescent Lamp Distribution Program (“CFL Program”)
 and the Companies’ Home Energy Analyzer Program
 and to reject the Companies’ ex ante savings estimates for the Commercial and Industrial Motors and Drives Program and, instead, use the ex post calculations for 2012.
  As more fully discussed below, except for the last recommendation, which the Companies believe should be modified rather than adopted as proposed, 
  the Environmental Advocates’ recommendations are without merit and, accordingly, should be rejected. 
III. Comments of the Companies
A.  
The Companies’ Status Reports Comply With all Commission Requirements.
The Environmental Advocates claim that the Companies failed to include “a recommendation for whether each program should be continued, modified, or eliminated” as allegedly required by Section 4901:1-39-05(C)(2)(c).   The Environmental Advocates are wrong.  Footnote 12 in the Status Reports addresses this issue, which is more than sufficient to meet the intent of the regulations, given that all of the programs within the scope of the Status Reports expired prior to the filing of these reports.
  And, although most of the programs addressed in the Status Reports were also included in the Companies’ next three year plans (2013-2015 Energy Efficiency and Peak Demand Reduction Portfolio Plans)
, these programs for the 2013-15 period were presented to the Commission for consideration prior to the release of the recommendations on the expired programs made by ADM.
  Moreover, the continuation or modification of these programs for the 2013-15 period was the subject of a separate proceeding, in which the programs were fully vetted during a six day evidentiary hearing, in which 16 parties participated, and were separately reviewed and approved by the Commission in its March 20, 2013 Opinion and Order.
   Further, the Companies review all of their programs on a periodic basis, and will review ADM’s recommendations on the 2013-15 programs as conditions warrant.  As a result, there is no need to further address ADM’s recommendations pertaining to expired programs and, accordingly, there is no need for the supplemental report requested by the Environmental Advocates. 
B.  
The Methodology Used to Determine Energy Savings From the Companies’ CFL Program is Appropriate and No Adjustment to Either the Savings Results or Lost Distribution Revenues is Necessary
The Environmental Advocates claim that the savings from the Companies’ CFL Program were calculated incorrectly because ADM allegedly (i) “did not consistently use ex-post results from 2011;” and (ii) “used a delta-Watts multiplier that conflicts with Ohio Rule.”
  As explained below, neither claim is valid.  

In support of their position, the Environmental Advocates note that the “[n]ew Federal energy efficiency standards made the manufacture or importation of 100-Watt incandescent light bulbs illegal beginning January 1, 2012;” and that “the TRM delta-Watts multiplier assumes that an efficient light bulb replaces a less-efficient light bulb of roughly the same lumen output….”
  They further rely on Section 4901:1-39-5(H), OAC, which does not allow an EDU to include in its savings calculations “measures that are required to comply with energy performance standards set by law or regulation….”
  

As a preliminary matter, the reference to Federal energy standards (and, thus Ohio regulations) is irrelevant for purposes of this discussion.  The Federal standard addresses the manufacture and importation of 100-Watt incandescent light bulbs, and not the distribution, use or sale of the same.  Therefore, when establishing the baseline to determine savings for installing the Companies’ 23-Watt CFL in lieu of an incandescent bulb, the focus should be on the options available to customers during 2012.  And, indeed, based on ADM’s evaluation of the marketplace, the 100-Watt incandescent bulbs continued to be available in abundant supplies to customers throughout 2012.  
The Environmental Advocates criticize ADM for not including the details of its market availability studies in its program evaluations.
  While no such information is required to be included with the Status Reports or the program evaluations included therein, ADM conducted both in-person and telephone surveys to determine such availability of the 100-Watt incandescent bulbs.  One hundred in-person store visits were done and an additional 104 telephone interviews with retail staff were conducted between August and December 2012 to confirm stock levels.  From this survey of 204 stores, 77% of them indicated that they had extensive stock of 100-Watt incandescent bulbs and confirmed that, while they were unable to order more of this type of bulb from a manufacturer or distributor, they were allowed to sell their existing inventory.  
The draft Ohio TRM established a delta-Watt multiplier of 3.25 for determining savings from the installation of various wattage CFL bulbs in 2011.  The Companies acknowledge that the draft TRM reduced this multiplier in 2012 based on the aforementioned Federal standard.  However, because surveys found that customers could easily purchase a 100-Watt incandescent light bulb during 2012, as they could in 2011, and because the draft TRM has never been approved by the Commission, ADM determined that the use of a 3.25 delta-Watts multiplier was still appropriate for determining savings from the installation of 23-Watt CFL bulbs during the 2012 reporting period.    
Notwithstanding the Environmental Advocates’ claims to the contrary, the use of this multiplier does not violate Ohio regulations.  As previously mentioned, the Federal standards apply to the manufacture and importation of 100-Watt bulbs.  The law does not preclude customers from purchasing or installing these bulbs.  Because 100-Watt incandescent bulbs were available in the marketplace as a viable option to the CFL bulbs being offered by the Companies during 2012, ADM’s continued use of the same delta-Watt multiplier in 2012 as set forth in the draft TRM for 2011 is appropriate based on  actual market conditions during 2012.  The Companies’ CFL Program provided a legitimate option to the purchase and installation of 100 Watt incandescent bulbs during the reporting period which resulted in real energy savings as reported by ADM.  

The Environmental Advocates also argue that ADM ignored the results of its work done in 2011 wherein it noted that approximately 63% of the new CFLs replaced incandescent light bulbs of 75 Watts or less, while 37% of the new CFLs replaced incandescent light bulbs of 100 Watts or more.
  Again, the Environmental Advocates are wrong.  ADM did not overlook these findings.  Rather, it utilized the methodology for determining savings included in the draft Ohio TRM, which provides a delta-Watt multiplier for bulbs of both higher and lower luminosity than that of the newly installed CFL.  In other words, the delta-Watt multiplier included in the draft TRM and used by ADM already factored this information into the calculation.    

Finally, the Environmental Advocates claim that ADM’s evaluation overstates lifetime savings arising from the CFL Program because ADM multiplied “ex post annual kWh savings by 8 years,” using “the same delta watts multiplier in years 2013-2019 as used in 2012.”
  The Companies acknowledge that the draft TRM incorporates a degradation principal in subsequent year calculations.
  However, the draft TRM is exactly that – a draft.
  The Commission has yet to rule on the proposed TRM and the valuations and calculations included therein.  Indeed, the Industrial Energy Users – Ohio (“IEU”), jointly with all of the Ohio EDUs, submitted comments to the draft TRM in which they challenged the degradation principal.
  For the reasons stated in the IEU/EDUs comments, which are incorporated herein by reference, the Companies submit that the methodology utilized by ADM to estimate lifetime savings reflects industry practices and is appropriate.  
As already demonstrated, when the 2012 evaluation was performed, 100-Watt incandescent bulbs remained available in abundant supplies to customers and the measure life is 8 years.  If the Environmental Advocates’ approach is adopted, it reduces the lifetime savings calculation for the CFL Program to nothing more than a guess.  ADM’s lifetime savings calculation, on the other hand, reflects a supported estimate based on current reality and industry practice.  It is the latter that is required by Ohio law.  
In light of the foregoing, the methodology used by ADM to determine annual and lifetime energy savings resulting from the Companies’ CFL Program is appropriate and, accordingly, no adjustment to such savings (or lost revenues) is necessary.  This is especially true when considering that this approach is consistent with the methodology utilized by Dayton Power & Light and is more conservative than the approach taken by AEP-Ohio
 – neither of which were challenged by the Environmental Advocates.  
C.  
The Methodology Used to Determine Energy Savings From the Companies’ Home Energy Analyzer Program is Appropriate
The Environmental Advocates also criticize ADM’s methodology for determining energy savings resulting from the Companies’ Home Energy Analyzer Program, because ADM did not utilize the methodology desired by the Environmental Advocates.
  This, however, does not make ADM’s approach wrong, especially when considering the fact that its EMV methodology for this program was approved by the Statewide Evaluator prior to ADM making such calculations.    

In support of their position, the Environmental Advocates quote a passage from a recent report prepared by the Lawrence Berkeley National Laboratory in which it recommends the use of a randomized controlled trial (“RCT”) when determining the impact of behavior-based energy efficiency programs.
  In making this observation, the Environmental Advocates ignore the fact that the 2012 Home Energy Audit Program was evaluated on a retrospective basis.  Evaluations using a RCT, as suggested by the Lawrence Berkeley National Laboratory, are only possible for a prospective evaluation where the evaluation design can be incorporated into the program design.  Indeed, in this same report quoted by the Environmental Advocates, the authors acknowledge this fact, indicating that it is within best practices to use a quasi-experimental approach, the approach utilized by ADM, when it is not feasible to use a RCT.
  Moreover, the approach utilized by ADM is not unique to it or this evaluation.  For example, Opinion Dynamics adopted this same approach when evaluating this same program being offered by PPL, Inc.
       

In sum, the fact that ADM did not adopt the approach desired by the Environmental Advocates when evaluating the Home Energy Analyzer Program does not make ADM’s approach wrong or invalid, especially when (i) the Statewide Evaluator approved such an approach; (ii) other evaluators utilize this same approach for identical programs; (iii) the approach desired by the Environmental Advocates cannot be adopted for the program at issue; and (iv) the authority relied upon by the Environmental Advocates recognizes that alternative methodologies may be appropriate in certain circumstances.  In light of this, the methodology utilized by ADM to determine energy savings resulting from the Companies’ Home Energy Analyzer is appropriate and no adjustment to the determined savings or resultant lost revenues is necessary. 
D.  
The Companies Discovered an Error in the Savings Calculations for the Commercial and Industrial Motors and Drives Program and are in the Process of Submitting Modified Status Reports.

The Companies discovered an anomaly in the realization rates while compiling the Status Report.  Because of the filing deadline and the time needed to investigate the anomaly to determine its cause, the Status Report was not changed at the time of the filing.  Upon further investigation of this anomaly post filing, the Companies discovered an error in the determination of the ex ante savings calculation for the State’s casino project in Toledo under Toledo Edison’s motors and drives program.  The Environmental Advocates noted the same anomaly in their comments, suggesting that the Commission deviate from its current policy of using ex ante savings, instead substituting ex post savings for purposes of determining 2012 energy savings derived from the Companies’ Motors and Drives Program. 
   This recommendation, however, is unnecessary because, as more fully discussed below, the error is an isolated incident that was identified through the Companies’ existing internal controls and is being corrected.    

Included in Appendix A to these comments are modified tables that have been affected by this error and red line changes to the text of the status report.  Contemporaneous with the filing of these Comments, the Companies are also filing these same pages as a separate filing in this proceeding.  This approach is much more practical than modifying a policy that has been in effect for several years now for all EDUs within the State.  Moreover, such a modification for a single program would make both past and future comparisons of the Companies’ programs much more difficult, not only between years, but also among the other Ohio EDUs.  Finally, as more fully discussed below, the Environmental Advocates’ claims are exaggerated and misleading.  
The Environmental Advocates claim that the reported realization rate from “these projects” was 47%, while the largest sampled project had a realization rate of 1%.
  As a preliminary matter, the realization rate “from these projects” is not 47%.  The error is limited to three Toledo Edison applications involving the installation of air handling motors at the Toledo casino. 
  According to ADM’s review, Ohio Edison had a 98% realization rate for the Motors and Drives program, while CEI’s was 72%.  And, as can be seen in Appendix A, the overall realization rate for Toledo Edison for the program, after correcting this error, is 82%, and the aggregate realization rate for all of the Companies is  93%, rather than 47% as claimed by the Environmental Advocates.    

Further, the error does not affect all aspects of the program, but rather involves only three applications for air handling equipment for the Toledo casino.  This project is considered to be “new construction” for purposes of the draft TRM.  When processing the applications, the Companies’ program administrator inadvertently failed to acknowledge this fact and, instead of utilizing the baseline for new construction included in the draft TRM, the program administrator estimated savings based on a retrofitted project, which resulted in an ex ante savings estimate of 6,995 MWh being reported when the correct savings should have been 267 MWh.
  In essence, the Companies’ existing internal controls were successful in highlighting this low realization rate for further investigation by the Companies.  When ADM performed its EMV process, the anomaly was properly noted in the report (Table 5-8), which triggered the Companies’ follow up.  The Companies also investigated the other projects in the Motor and Drives Program to confirm that this error was isolated to the Toledo casino project.
  
In light of the foregoing, there is no need for the Commission to deviate from its current policy and to adopt ex post calculations for a single program.  As demonstrated in Appendix A (and the filing being made contemporaneous herewith), the error has been corrected.
IV. Conclusion
In sum, the Companies’ Status Reports include all information as required by Commission rules, and is presented in a manner that is consistent with SWE recommendations. Moreover, the methodologies utilized by ADM to determine 2012 energy savings for the Companies’ CFL Program and Home Energy Analyzer Program and lifetime savings for the CFL Program are appropriate and, accordingly no adjustments to the reported savings or lost distribution revenues for either of these programs is necessary.  However, as discussed in Section III (D), supra, an adjustment for the Companies’ Motors and Drives Program is necessary as set forth in Appendix A.  

The Companies thank the Commission for the opportunity to respond to the various criticisms surrounding their Status Reports and stand ready to provide any additional information Staff may need in order to complete its recommendations to the Commission.    
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Appendix A

� In re Application of Ohio Edison Company, The Cleveland Electric Illuminating Company, The Toledo Edison Company,  The Dayton Power and Light Company and Duke Energy Ohio, Inc., for Waiver with Regard to Rule 4901:1-39-05(C), Ohio Administrative Code, Case No. 12-2266-EL-WVR, Entry (Jan. 30, 2013).


� See generally Rule 4901:1-39-05(C)(1) – (2), OAC.


� Other information as required by Section 4901:1-39-05(C)(2)(a) can be found in tables included in the Status Report.


� Environmental Advocates Comments, p. 3.


� Id. 


� Id. at 3-7.


� Id. at 7-10.


� Id. at 10-11.


� As more fully discussed infra, the Companies discovered an error in the baseline calculations for 2 motor and drives projects, the correction of which is also discussed infra in Section III D.   


� While scheduled to expire on December 31, 2012, the programs were temporarily extended while the Companies next three year plans were being considered for approval by the Commission.  In re Application of Ohio Edison Company, The Cleveland Electric Illuminating Company, and The Toledo Edison Company For Approval of Their Energy Efficiency and Peak Demand Reduction Program Portfolio Plans for 2013 through 2015, Case Nos. 12-2190-EL-POR, et. al., Finding and Order (Dec. 12, 2012).  This extension, however, is irrelevant for purposes of this discussion.  


� See, generally, In re Application of Ohio Edison Company, The Cleveland Electric Illuminating Company, and The Toledo Edison Company For Approval of Their Energy Efficiency and Peak Demand Reduction Program Portfolio Plans for 2013 through 2015, Case Nos. 12-2190-EL-POR, et. al., Application (July 31, 2012).





� The Companies’ 2013-2015 portfolio plans were filed on July 31, 2012, were the subject of an evidentiary hearing at the end of October, 2012 and were approved by the Commission on March 20, 2013.  ADM’s recommendations were part of its program evaluations reports that were completed in May, 2013. 


� See, generally, In re Application of Ohio Edison Company, The Cleveland Electric Illuminating Company, and The Toledo Edison Company For Approval of Their Energy Efficiency and Peak Demand Reduction Program Portfolio Plans for 2013 through 2015, Case Nos. 12-2190-EL-POR, et. al., Opinion and Order (Mar. 20, 2013).


� Environmental Advocates’ Comments, p. 3. 


� Id. at 4 (citations omitted). 


� Id.


� Id.


� Id. at 5. 


� Id. at 6-7.


� See generally, In re Protocols for the Measurement and Verification of Energy Efficiency and Peak Demand Reduction, Case No. 09-512-GE-UNC, Draft TRM, p. 17 (Aug. 6, 2010).


� Although a draft, the Companies adopted the contents of the draft TRM for purposes of making their energy savings calculations, unless they challenged a methodology or valuation included in the TRM in their comments submitted in Case No. 09-512-GE-UNC.


� Joint Objections and Comments to the August 6, 2010 Draft Technical Reference Manual from Ohio Edison Company, The Cleveland Electric Illuminating Company, The Toledo Edison Company, Columbus Southern Power Company, Ohio Power Company, Duke Energy Ohio, Inc., The Dayton Power and Light Company and Industrial Energy Users-Ohio, Case No. 09-512-GE-UNC, Comments at pp. 10-12 (Nov. 3, 2010).


� See, e.g.,In re Dayton Power and Light Company’s Portfolio Status Report, Case No. 13-1140-EL-POR, Report, p. 151 (May 15, 2013) (utilizes identical calculation as that of the Companies); In re Annual Portfolio Status Report of Ohio Power Company, Case No. 13-1182-EL-POR, Report, p. 35, Apdx A, p. 1 (May 15, 2013) (utilizes calculations resulting in higher savings than that determined by the Companies). 


� Id. at 7-10.


� Id. at 7.


� Id. at 7-8.


� See In re Southern Indiana Gas and Electric Company, d/b/a Vecren Energy Delivery of Indiana, Indiana Utility Regulatory Commission, Cause No. 43839, Exhibit LDP-R-4, Opinion Dynamics Corp. Memorandum on Draft Results of Aclara Billing Analysis for PPL, Inc. (July 30, 2010).


� Environmental  Advocates Comments, pp. 10-11.


� Id.  


� Based upon ADM’s savings verification process, of the 16 motors and drives applications implemented in 2012, five involved new construction at the Toledo casino, with two of those applications -- comprising of  35 motors and 3 chilled water pumps -- being ruled by ADM to be ineligible due to building code standards.      


� As a result of this error, Toledo Edison made excess rebate payments of $59,625 for these three projects.  None of this amount will be recovered from customers.  Because lost distribution revenues are already determined based on ex post results, pursuant to the Commission’s Oct. 15, 2009 Order in 09-512-GE-UNC, this error has no impact on this calculation.


� No other errors were detected.
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