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The Center of What's Possible

Date: April 18, 2017

To: City Manager for Council Action

From: Director of Electric Utility

Subject: Approval of Revised Ten Year Goals for Energy Efficiency

EXECUTIVE SUMMARY

Under AB 2227, the State of California requires all California publicly owned electric utilities
to identify all potentially achievable cost-effective electricity efficiency savings and to set
annual targets for energy efficiency savings and demand reduction over ten years, and to
report those targets to the California Energy Commission (CEC) every four years.

On behalf of its members, the California Municipal Utility Association (CMUA) contracted
with Navigant Consulting, Inc. to develop the goals for energy efficiency for each CMUA
member utility. Navigant reviewed historical and proposed sales by customer class, energy
efficiency technical and cost potential, and the feasible goals that could be set by the City of
Santa Clara for the next ten years to meet this potential. The incremental market potential
goals represent the feasible energy efficiency savings that can be achieved by the City, and
were adopted by the City Council on February 21, 2017.

After the goals were adopted by Council, Navigant found an error in its model which was
used to develop the incremental market potential goals for energy efficiency. The error
affected nearly all of the California publicly-owned utilities and overstated the potential
demand savings by nearly 200%. This error was limited to the model's estimate of demand
savings (kW) and did not affect other line items. The energy savings goals (MW-hours)
remain the same as previously adopted on February 21, 2017. Because Silicon Valley
Power’s (SVP) energy efficiency programs are designed around achieving energy savings
(MW-hours) and not demand savings, the error does not change SVP’s approach to
program planning.

There are no financial penalties for not achieving the goals, though under SB 1037, an
annual report must be submitted to the California Energy Commission (CEC) on each
utility’s progress. The results are scrutinized by the CEC and other agencies. Achieving
Silicon Valley Power's energy efficiency goals is directly tied to customer interest in
participating in energy efficiency programs, which includes customer budget cycles, their
availability to manage and implement projects, and their interest in eligible efficient
technologies. In some years, SVP has exceeded its energy efficiency goals, while in other
years have fallen short. Customer program participation is “lumpy” based on economic and
other cycles. The intent of the legislation was to adopt ten year goals so that over the course
of the ten years, the overall energy savings would be achieved.
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The error has been corrected and a revised summary of the market potential by customer
class is attached for both gross and net energy savings goals. The net energy savings
figures remain the same, but the potential demand savings is now correctly stated as
roughly 3 megawatts savings per year with a total accumulation of demand savings by 2027
of roughly 26 megawatts. For perspective, SVP’s peak system demand is about 540
megawatts. '

Historically, net energy savings goals have been adopted, but some utilities are moving
toward the adoption of gross energy goals, so Silicon Valley Power is providing both. For
program tracking purposes, net goals will be used so that they can be compared to historic
net goals and energy savings results.

ADVANTAGES AND DISADVANTAGES OF ISSUE

Adopting these revised ten year energy efficiency goals meets our regulatory compliance
obligations. The information gained from the potential study helps the electric utility to
understand the energy efficiency market potential and design programs that are tailored to
meet the needs of our community.

ECONOMIC/FISCAL IMPACT

These energy efficiency goals will be met with the existing state-mandated Public Benefit
charges that are collected from customers. Therefore, there is no economic or fiscal impact.

RECOMMENDATION

That the Council approve the revised ten year goals for energy efficiency, as determined by
the Incremental Market Potential identified in the Navigant potential study.
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Introduction

This memo provides Silicon Valley Power with the results of the California Municipal Utilities Association
(CMUA) Energy Efficiency Potential Forecasting Study conducted in 2016 by Navigant Consulting, Inc.
(Navigant). The potential for energy efficiency is modeled and depicted in the graphs that follow.

Summary of Pote

Navigant used their Electric Resource Assessment Model (ELRAM) to estimate achievable energy and
demand savings over a 10 year forecast period specifically for the Silicon Valley Power service territory.
In Santa Clara, a high degree of efficiency already exists, rates are lower, most energy is used by the
business sector and the weather is mild. All of these factors play into the forecast for future energy
efficiency potential resulting in an annual average target of 0.42% of forecasted retail sales.

The terms Net and Gross are used in this analysis and both results play into the determination of whether
or not a particular measure or program is cost effective under well-established utility cost-effectiveness
tests. The Gross savings is the total savings without any adjustment for “free riders” or other discounting
factors such as the role of new codes or standards. Free riders are those customers who would have
moved forward on a particular energy efficiency measure without the rebate or incentive. Each efficiency
measure is given an estimated discounting factor based on a number of inputs to produce a Net value
and the Net-to-Gross ratio. In a simple example, if it is expected that 30% of a particular wattage of LED
light bulb would have been purchased without a rebate, the net-to-gross for that measure would be 0.70
and the cost effectiveness would be adjusted accordingly. The bottom line: the utility/societal value of
rebating any particular measure is adjusted by this ratio to test the merits of asking the entire community
of a utility’s customers to pay these rebates for those who buy LED bulbs.

Residential sales for Silicon Valley Power are now only 6.5% of the utility's total sales, hence the majority
of energy efficiency potential lies in the non-residential sectors. Appropriately, some new efficiency
measures were added to account for increased opportunity in the commercial sector. These results are
based on increasing incentives by 10%.

At a glance, Silicon Valley Power's the Net and Gross savings potential graphs that follow show:

o A 2018-2027 average annual target of 0.42% of forecasted retail sales
e Netand Gross savings targets

o Cumulative savings potential

e No claim of savings from codes and standards (C&S)

» Add new commercial sector measures

e Increase measure incentives by 10%



Silicon Valley Power Ten Year Incremental Goals - Net (2018 - 2027)
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Silicon Valley Power Ten Year Incremental Goals - Gross (2018 - 2027)
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