Program/Project Name: Commercial and Industrial Custom Program

Type: New [Delete all notes in italics when filing:  If you are using this template and you already have a custom rebate program, delete “New” and substitute “Existing”]
Audience: Commercial and Industrial Customers

A. Project Description

[Section A of the Department of Commerce filing format describes the program you plan to deliver.  Make any changes to this “template filing” that are appropriate to describe what you plan to do.]

The utility is offering basic conservation programs for the most common commercial and industrial applications in its service territory.  However, the utility does not, and cannot, offer a standard program for every foreseeable conservation strategy.  Indeed some C&I customers may have very unique needs specific to their businesses.  Under this program the utility can address the unique needs of industrial, government, and commercial customers and can encourage them to develop and implement innovative, cost-effective, energy efficient technologies and processes.  It is expected that many of the custom rebates will address areas such as compressed air systems, refrigeration systems, chillers, energy recovery ventilators, and other systems and components not covered by other utility-sponsored conservation projects.

The custom program is split into two parts, engineering assistance and delivery.

[Optional] Engineering Analysis

Customers may apply for financial assistance in performing an engineering analysis of their project.  The engineering assistance is to help determine project viability, energy savings, and business case development.  The utility will pay half of the cost of the study up to $10,000.
Delivery

The program’s delivery is divided into three parts: the proposal, implementation, and verification.

Proposal

The customer submits a proposal to the utility for review.  The proposal may be based upon an engineering analysis and must include at minimum, business information, description of the proposed measures with total costs (incremental costs if the proposal is an efficiency upgrade over an already planned baseline project), and estimated demand and energy savings.  A professional engineer must prepare or review the plan. The customer will be notified whether the proposal was approved or denied, any modifications or additions that might be needed (i.e., verification), and the level of rebates offered.

Implementation

Customers must implement the approved measures within one year to receive the incentives. 

Verification

At the discretion of the utility, the utility may require post-installation measurements to verify the energy savings measures and/or spot check the implementation itself.  If the utility agrees that the measure has resulted in measured energy and demand reductions, the rebate will be given to the customer.

Qualifying Criteria, Savings Estimates, Incentive Amounts

This project encourages innovative energy conservation technologies and processes.  The incentives offered will be calculated on a case-by-case basis.  The utility will offer rebates up to $200 / kW for peak coincident demand reductions or $0.05 / first year kWh whichever is greater.  However, the incentive is limited to 75% of the cost or incremental cost of the measure. The utility may adjust the rebate levels over time in efforts to best utilize the utility’s resources and address time sensitive purchasing cycles.

[You may want to adjust the rebate amounts in Table 1.  Typically rebate amounts are set based on two types of considerations:  (1) what is required to induce customers to install the efficient technology, and (2) the net value of the demand and energy savings to you as a utility.  C&I customers are typically looking for paybacks of 3 years or less, and preferably 2 years or less.  They may make investments with longer paybacks if you can provide positive cash flow through financing, for example, a five-year loan for a retrofit with a 4-year payback. Looking at the payback before and after rebates, based on your rates, will give you a good sense of the appropriateness of the rebate amounts. Note that customers will want even shorter paybacks for any technology that is seen as having a higher risk associated with it, such as a very new technology.  The net value of the demand and energy savings to the utility is primarily dependent on the relationship between lost revenues and avoided costs.  More efficient equipment means lower energy sales and therefore lost revenues.  But it also reduces the amount of energy you have to generate or purchase.  Some municipal utilities in Minnesota have average costs, and therefore rates, that are lower than their marginal costs (avoided costs).  This is the case, for example, for some utilities that have WAPA allocations.  Blending the WAPA energy into rates results in low average power costs.  But the last increment of power, purchased from another supplier, tends to be considerably more expensive, and may cost more than is recuperated through rates.  For these utilities, energy efficiency is much more valuable than it is for utilities that pay more homogeneous prices for their various power supplies.]

Table 1: Typical Custom Projects

	Measure
	Coincidence Factor at Generator
	Lifetime
	Rebate Level ($/kW)
	Rebate Level ($/kWh)
	kWh Savings
	kW Savings

	Compressed Air
	71%
	16
	$142
	$0.05
	Varies
	Varies

	Refrigeration
	85%
	15
	$170
	$0.05
	Varies
	Varies

	Chillers
	75%
	20
	$150
	$0.05
	Varies
	Varies

	Other Custom
	50%
	16
	$100
	$0.05
	Varies
	Varies


Marketing Plan
The utility will market the program to the commercial and industrial sector through bill inserts and direct mailings of marketing materials and rebate application forms to customers and consulting engineers.  The program will also be promoted on the utility’s website, through print ads, regional trade shows, and community events.

Coordination with Trade Allies
The utility will work very closely with local consulting engineers and C&I customers to inform them and promote the Custom Program.  The utility has a strong relationship with the local trade allies through personal visits and update mailings.

Implementation Services

No additional implementation services are provided with this program.

Low-Income and Renter Participation

Not applicable.  

Tracking and Evaluation

The utility will track program data for their territory.  Energy and demand savings will be determined using engineering calculations and some post-verification measurements.

B.  Project Support

[Section B of the Department of Commerce filing format provides the justification for the project.  This may include, for example, why this end use is important, why significant savings are achievable, and why this particular program strategy is a good way to achieve them.]

In providing energy conservation programs, the utility offers simple rebate programs to serve the widest possible audience.  However, the utility cannot predict every energy saving potential over the next two years, nor does the utility have the resources necessary to develop specialized programs for every end use and situation.  The custom program is designed to be flexible enough to address opportunities not covered through the utility’s basic offerings and yet provide guidance and incentives to participants. [Add your own relevant program experience, if any.]
Project modifications

[If you have previously been offering a custom program, describe here any differences between the new program described in Section A and what you have been doing in the past.  State when you plan to transition to the new program described in Section A.  If you have not previously offered a custom program, re-state here that this is a new program.]  

C. Estimated $/kW, $/kWh, and $/MCF

2002    
2003

Cost per lifetime kWh (Meter)
$


Cost per lifetime kWh (Generator)
$


Cost per kW (Generator)

$  

You must fill in the numbers above.  They are required by the Department.  We suggest you complete the “CIP Report” table below first, and then fill in the numbers above.

Cost per kWh (Meter) = Total program cost divided by (first year kWh savings at the customer multiplied by the measure life).  

Example: If the total annual kWh savings for all customers who participate in the program in 2002 is 100,000 kWh and the measures have a lifetime of 15 years, the lifetime savings are 1,500,000 kWh.  If the total program cost for 2002 is $8,000, the Cost per kWh (Meter) would be $8,000/1,500,000 or $0.0053/kWh.

 Cost per kWh (Generator) = Cost per kWh at Meter multiplied by (1-line loss).  Line loss includes both transmission loss and distribution loss.  Typical line loss for commercial customers is about 6% or 0.06, so this would be the Cost per kWh at the Meter multiplied by 0.94.

Cost per kW (Generator)  = Total program cost divided by total kW saved at the generator.  The kW at the generator is the total demand savings at the customer multiplied by the coincidence factor and divided by (1-line loss).  Assuming a coincidence factor for custom applications at 50%, and typical line loss of 6%, the kW at the generator would be the kW at the customer multiplied by 0.531.  
You must fill out the “CIP Report” form or worksheet below.  It is required by the Department.   The cells you need to fill in are only those with a $ or # sign in them.  $ indicates that a dollar amount must be filled in, and # indicates that a number must be filled in.
Follow the instructions that came out with Commissioner Bernstein’s March 25, 2002 letter, or the instructions in the CIP Primer prepared by CEE for MMUA.  Both are available at http://www.mncee.org/frame_mmua.htm.  

Here are some suggestions to help you complete the worksheet:

· Estimate the number of participants:  This number is dependent upon the capability of the utility to assist commercial and industrial customers in developing custom rebate applications.  It is also highly dependent upon the type and amount of standard commercial programs the utility has.   
· Estimate the savings you will obtain for each participant: This number is highly dependent on the type of C&I customer you expect to apply for the custom program and the measures you expect them to implement.

· Estimate the total demand and first year energy savings:  Multiply the number of participants in the first step by the savings per participant in the second step.

· Estimate the amount of money you will spend on rebates:  With the rebate levels listed in Tables 2 and 3 and typical packages of retrofits, rebates typically average around $200 per kW of demand saved at the customer.  Multiply the total demand savings in the last step by this figure to estimate the total rebate budget.

· Estimate the amount of money you will spend on administration, program delivery, etc.:  About 50 to 60% of the budget for a custom rebate program will typically be for rebates, and 40 to 50% for administration, advertising, and program delivery. So, divide the rebate amount by 0.55 to determine the total budget and subtract the rebate amount from that to get the amount for all other costs.  For each $1 of rebates, you will need to budget a total of $1/0.55 = $1.82.  Of this, $1 will be spent on rebates (“Participant Incentives” in the table below) and $0.82 on Program Delivery, Utility Administration, Advertising and Promotion, and Evaluation Labor and Expenses.  Typical budgets for custom programs are 2-4% for Utility Administration, 5-10% for Ads and Promotions, and 30-45% for Project Delivery.  However, use your best judgment based on your individual needs and characteristics.  
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