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Project Summary

Regional Economic Research, Inc. (RER) conducted the Efficiency Market Share Needs Assessment
and Feasibility Scoping Study for the California Board for Energy Efficiency (CBEE) under
management of Pacific Gas and Electric Company (PG&E). The objective of this study isto
formulate recommendations for tracking the market shares of key energy efficiency measuresin the
Californiamarket. Data required for tracking efficiency market shares as defined in this study must
meet the following requirements:

Data represent unit sales, and

Data are/can be segmented by efficiency level, and

Data are/can be segmented by geographic region, at least at the state level, and

Decision type (new construction and replace-on-burnout/retrofit/net acquisition) must be
identifiable, when applicable.?

This scoping study is comprised of three major phases, summarized briefly below.

Needs Assessment. The objective of the Needs Assessment was to identify the specific energy
efficiency measures for which a tracking system should be developed. The process of identifying
energy-efficient measures and services as priorities for tracking was based upon four primary
criteriac 1) the cost-effective savings potential, 2) the extent of marketing effort that will be
expended to promote certain high efficiency measures through the transition period, 3) the severity
of market barriers associated with individual measures, and 4) the extent to which program
intervention can reduce or mitigate key market barriers. RER identified 10 priority residential
measures and 10 priority nonresidential measures after reviewing existing information sources, such
as market potential studies and utility program plans, and after an extensive two-stage interviewing
process with industry experts and participants. Table 1 includes the priority measures for tracking
that served as the basis for the remaining stages of this scoping study.

Methods Assessment. The primary objective of the Methods Assessment was to identify and
investigate alternatives for tracking market shares for the 20 priority residential and nonresidential
measures included in Table 1. The results of the Methods Assessment include 1) a set of possible
points in the distribution channel for collecting the data required for efficiency market share
tracking, for each measure and applicable decision type, and 2) a set of viable tracking methods for
each priority measure and applicable decision type.

1 Because energy efficiency programsin the state are categorized and developed according to market events, including
new construction, retrofit, replace-on-burnout/net acquisition, it is also necessary to collect data that can distinguish
these decision types.
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Table 1: Priority Measures for Tracking Initiatives

Residential Sector M easures Nonresidential Sector M easures
Duct Sealing High Efficiency Windows
High Efficiency Central Air Conditioning High Efficiency Packaged Air Conditioning
Compact Fluorescent Fixtures High Efficiency Chillers
Horizontal Axis Washers High Efficiency Motors
High Efficiency Windows Adjustable Speed Drive Fans
Compact Fluorescent Lamps 32 Watt/T8 Lamps with Electronic Ballasts
High Efficiency Gas Furnaces Energy Management Systems
High Efficiency Refrigerators High Eff. Packaged Refrigeration Equip.
High Efficiency Dishwashers Adjustable Speed Drive Pumps
High Efficiency Gas Water Heaters Compressed Air System Optimization

Feasibility Assessment. The objective of the Feasibility Assessment, the third and final phase
of this study, was to evaluate alternative tracking methods for each priority measure in a systematic,
consistent manner and devise final tracking recommendations. The results of the feasibility
evaluation include the four residential and three nonresidential recommended tracking initiatives
summarized below.

Initiative | (Residential): Integrating On-Site Surveys and Building Department Data.
Thisinitiative integrates building department data and installation data collected with on-site surveys
in the residential new construction sector. Thisinitiative isthe recommended primary data source
for new construction installations of the following priority measures: duct sealing (practices), central
air conditioning equipment, compact fluorescent fixtures, windows, gas furnaces, gas water heating
equipment, and dishwashers. This initiative would also be a secondary data source for new
construction installations of the clothes washers, compact fluorescent lamps, and refrigerators. RER
estimates the costs of thisinitiative to be roughly $442,000 to $560,000 in the first year and
$420,000 to $512,000 in subsequent years.

Initiative Il (Residential): On-Site Surveys of Prescreened Residential Sites. This
initiative recommends that on-site surveys be conducted for a prescreened sample of residential sites
that have replaced windows or that have retrofitted air distribution ducts. This recommended
initiative would be the primary data source for retrofits of the following priority measures: duct
sealing (practices), and windows. This initiative can also be used as a primary data source for
replace-on-burnout, or net acquisition installations of air conditioning and water heating priority
measures, including central air conditioning equipment, gas water heating equipment, and gas
furnaces. RER estimates the costs of this initiative to be roughly $356,000 to $445,000in the first
year and $332,000 to $410,000 in subsequent years.

Initiative Il (Residential). Collecting Distributor Sales Data. Thisinitiative recommends
that quarterly sales data be collected from HVAC and water heating distributors. These data will not
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provide tracking data by decision type.2 However, if Initiative | is also adopted, thisinitiative can be
the primary data source for replace-on-burnout, or net acquisition installations of the following
HVAC and water heating priority measures: central air conditioning equipment, gas furnaces, gas
water heating equipment, and packaged air conditioning equipment. RER estimates the costs of this
initiative to be roughly $96,000 to $170,000in the first year and $68,000 to $140,000 in subsequent
years.

Initiative IV (Residential): Energy Star®/EGIA Retail Tracking. This recommended
initiative is an integrated approach involving current ENERGY STAR? data collection efforts and the
Electric and Gas Industries Association for tracking of replace-on-burnout and net acquisition
purchases. Thisinitiative would be the primary data source for replace-on-burnout and net
acquisition purchases of the following priority measures. compact fluorescent fixtures and lamps,
clothes washers, refrigerators, and dishwashers. This tracking method would be a secondary data
source for replace-on-burnout and net acquisition purchases of central air conditioning equipment,
residential windows, and gas furnaces. RER estimates the costs of this initiative to be roughly
$160,000 to $230,000in the first year and $100,000 to $140,000 in subsequent years.

Initiative V (Nonresidential): Integrating CEC On-Site Commercial Surveys and
Building Department Data. Thisinitiative integrates data collected via the CEC commercial on-
site surveys and compliance data from participating building departments throughout the state. This
initiative is the recommended primary data source for new construction installations of the following
priority measures. nonresidential windows, packaged air conditioning, adjustable speed drive pumps
and fans (HVAC and water heating applications), 32 watt T8s with electronic ballasts, and energy
management systems. RER estimates the costs of thisinitiative to be roughly $172,000 to
$233,000in the first year and $136,000 to $180,000 in subsequent years.

Initiative Va (Nonresidential): Integrating On-Site Commercial Surveys and Building
Department Data. Because of the current uncertainties regarding the CEC data collection efforts,
RER offersthisinitiative as an alternative to Initiative V. Thisinitiative integrates data collected via
on-site surveys in the commercial sector and compliance data from participating building
departments throughout the state. The measures covered by this initiative are the same as those
covered by Initiative V. RER estimates the costs of thisinitiative to be roughly $868,000 to
$1,345,000in the first year and $832,000 to $1,280,000 in subsequent years.

Initiative VI (Nonresidential): Integrating CEC On-Site Commercial Surveys and a Commercial
& Industrial Sector Telephone Surveys. This initiative integrates the planned CEC commercial on-
Sites surveys and a telephone survey of commercia and industrial customers to collect data on
retrofits of several priority measures. Thisinitiative is the recommended primary data source for
retrofits of the following priority measures: adjustable speed drive pumps and fans (HVAC

2 Tracking by decision type has been a primary objective of the tracking system. In particular, methods that are unable
to provide tracking data by decision type were assumed not to be viable options for tracking. However, data
collection from distributors for some measures was retained as a viable option for reasons explained in Section 8.
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applications), 32 watt T8s with electronic ballasts, energy management systems, and compressed air
optimization. RER estimates the costs of thisinitiative to be roughly $499,000 to $695,000in the
first year and $452,000 to $616,000 in subsequent years.

Initiative Vla (Nonresidential): Integrating On-Site Commercial Surveys and Commercia &
Industrial Sector Telephone Surveys. Because of the current uncertainties regarding the CEC data
collection efforts, RER offers thisinitiative as an aternative to Initiative VI. Thisinitiative collects
tracking data through on-site surveys of commercial sites and through telephone surveys of
commercial and industrial customers. The measures covered by this initiative are the same as those
covered by Initiative VI. RER estimates the costs of thisinitiative to be roughly $810,000 to
$1,196,000in the first year and $780,000 to $1,140,000 in subsequent years.

Initiative VIl (Nonresidential): Chiller Manufacturer Data Collection. Thisinitiative
entails the collection of chiller sales for new construction and replace-on-burnout installations from
major chiller manufacturers. RER estimates the costs of this initiative to be roughly $90,000 to
$150,000 in the first year and $60,000 to $100,000 in subsequent years.

Summary of Estimated Budgets. The estimated annual budgets to develop and implement the
four recommended initiatives for tracking residential measures is $1,054,000 to $1,405,000 for the
first year. Development costs are not incurred in subsequent years, which reduces the annual costs
to roughly $920,000 to $1,202,000. The estimated annual budget to develop and implement the
three recommended tracking initiatives covering nonresidential measures is in the range of $761,000
to $1,078,000 for thefirst year. Development costs are not incurred in subsequent years, which
reduces the annual costs to roughly $648,000 to $896,000.2 RER understands that the CBEE may
consider these costs quite high.# The CBEE has a variety of options to reconcile differences between
estimated costs and current tracking budgets, including 1) increasing budgets for tracking, 2) track
fewer measures, and 3) find less expensive means of tracking. RER provides some
recommendations, which could reduce the estimated budgets 746,000 and $571,000, for tracking
residential and nonresidential measures, respectively.

3 Estimated costs increase significantly if tracking needs are not incorporated in the CEC's data collection efforts.
4 Indeed, the CBEE’s Technical Services Consultants have recommended initial budgets for tracking initiatives be
$375,000 each for the residential and nonresidential sectors.
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Executive Summary

This Executive Summary presents results of the Efficiency Market Share Needs Assessment
and Feasibility Scoping Study conducted by Regional Economic Research, Inc. (RER) for the
California Board for Energy Efficiency (CBEE) under management of Pacific Gas and
Electric Company (PG&E). Thisstudy’s primary purpose is to develop and recommend
strategies for tracking the market shares of energy efficient products and servicesin the
California market.

As an advisory board to the California Public Utilities Commission (CPUC), the CBEE is
spearheading a major effort to transform markets for energy efficiency in California. This
effort focuses on the mitigation of a variety of market barriers through a series of program
interventions funded through a Public Goods Charge (PGC) and natural gas DSM funds.
Assessing the effects of programs covered by this statewide effort will be critical from the
perspective of both public policy and program planning. While success will be gauged by a
variety of indicators of market effects, it seems clear that tracking efficiency market shares of
products and services will be an absolutely essential element of the market assessment and
evaluation (MA&E) process.! Market shares of cost-effective high-efficiency products and
services reflect the economic efficiency with which markets are actually operating, and act as
the ultimate indicators of the effectiveness of both specific programs and the overall market
transformation process.

ES.1 Project Objectives and Overview

The objective of this study was to formulate recommendations for tracking the market shares
of key energy efficiency measures in the California market. Market share tracking will
ultimately be used to assess the extent of market transformation effortsin the state. Because
energy efficiency programs in the state are categorized and developed according to market
events, including new construction, retrofit, replace-on-burnout/net acquisition, it is also
necessary to collect datathat can distinguish these decision types. Thus, data used for
tracking efficiency market shares were required to meet the following requirements:

m Datarepresent unit sales, and
m Dataare/can be segmented by efficiency level, and
m Dataare/can be segmented by geographic region, at least at the state level, and

1 Inthis context, we use the term market share to refer to the proportion of products/services that are “energy
efficient,” or to efficiency distributions, or to overall average efficiency levels of end uses.
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m  Decision type (new construction and replace-on-burnout/retrofit/net acquisition)
must be identifiable, when applicable.

As shown in Figure ES-1, this scoping study is comprised of three magor phases:
1. A Needs Assessment to identify priority measures for which tracking systems
should be developed,

2. A Methods Assessment to characterize the markets of priority measures and
identify alternative methods that could be used to implement tracking, and

3. A Feashility Assessment to compare and evaluate the feasibility of each viable
method for tracking the priority measures. RER’s approaches to these elements of
the study are summarized below.

Figure ES-1: Project Overview
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Priority Measures
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Review of Recommendations for
Markets of

Priority Measures
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/\
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The final result of this scoping study is a set of recommended initiatives for tracking the
market shares of the priority efficiency measures. The methodology and results of these
three phases and an overview of RER’ s recommendations are summarized in the following
sections.

ES.2 Needs Assessment

As noted above, the objective of the Needs Assessment was to identify the specific energy
efficiency measures for which atracking system should be developed. The primary product
of the Needs Assessment was a list of 20 measures identified as priorities for tracking. The
methodology for selecting the measures as priorities and the results of this assessment are
summarized below.
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Methodology

The process of identifying energy-efficient measures and services as priorities for tracking,
and market transformation evaluation in general, was based upon four primary criteria:

m Cost-Effective Savings Potential. Thefirst criterion refersto the overall
potential for cost-effective savings associated with various energy efficiency
technologies. In general, it will be prudent to design a tracking system that
focuses on the measures with greatest potential for cost-effective energy and
demand savings in the absence of any market barriers.

s Marketing Efforts. Thissecond criterion refersto the extent of marketing effort
that will be expended to promote certain high efficiency measures through the
transition period. All else equal, it will be most important to track the shares of the
measures that are being more heavily marketed than to track other measures
receiving little attention.

m  Severity of Market Barriers. From a public perspective, the severity of market
barriers associated with individual measures should be included as a criterion for
the design of the tracking system. Given other factors, it may be judicious to focus
programs on measures with the highest barriers.

m  Susceptibility of Barriers to Market Intervention. The efficacy of targeting
publicly funded programs at specific energy efficiency measures also partly
depends on the extent to which program intervention can reduce or mitigate key
market barriers.

Figure ES-2 illustrates the conceptual framework and information sources that were utilized
for the Needs Assessment. As shown, this research involved three primary initiatives:

| Thederivation of an initial list of energy efficiency measures through areview of
existing information sources, including market potential studies, utility program
plans, and other literature,

[1. Anaysis of market potential studies and utility DSM program results, and
[11. Two rounds of in-depth interviews with industry experts and participants.

Derivation of an Initial List of Energy Efficiency Measures. To initiate the Needs
Assessment phase of this study, it was first necessary to compile a comprehensive list of high
efficiency measures available to both the residential and nonresidential sectors for a variety
of end uses. Several information sources were utilized for this task, including 1998 utility
DSM program plans, utility program results, DSM market potential studies, and other
resources, including market effects studies, and RER staff engineers.
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Figure ES-2: Conceptual Framework for Needs Assessment
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Theinitial list of residential measures included 36 unique measures covering five end uses,
and the initial list of nonresidential measures included 68 unique measures covering 10 end
uses. Nearly all measures appeared twice on the list, as it was necessary to distinguish
between decision types (e.g., installations in new construction or as retrofits/replace-on-
burnouts).2 These initial lists essentially formed the “measure rating sheets’ distributed to
Round 1 interview participants.

The in-depth interviews aso provided insights into potential sources of tracking data,
specific needs for and interest in tracking market shares of energy-efficient technologies, and
the need for and interest in tracking other market-effects indicators and market
characteristics, such as knowledge and awareness, stocking patterns, organizational practices,
and/or other information that might indicate the success of market transformation initiatives.

Asillustrated in Figure ES-2, the information obtained from the stakeholder interviews was
utilized to derive the final list of priorities for tracking. As shown, atwo-step interview
process was undertaken to derive the final list of priority measures. The primary objective of
the Round 1 interviews was to derive a preliminary short list of measures from the larger
initial list of energy efficiency measures. A variety of energy efficiency industry experts and
participants were recruited to rate energy efficiency measures according to the four criteria
we used as a basis for this assessment. Interview participants rated each measure according
to its potential for cost-effective savings, expected marketing emphasis to promote the
measure, seriousness of market barriers impeding the measure adoption, and the extent to
which program intervention can reduce or mitigate such barriers.

The result of RER’s analysis of DSM potential studies and utility program results and the in-
depth interviews is a preliminary short list of priority measures. A second round of in-depth
interviews was then used to obtain information and feedback from industry experts and
participants to compile afinal list of priority measures for which tracking systems should be
developed.

Needs Assessment Results: Priority measures for which tracking initiatives
should be developed

Table ES-1 includes the measures selected as priorities for tracking using the methodology
described up to this point. It should be noted here that there is no distinction between
decision types (new construction, retrofit, and replace-on-burnout) in Table ES-1. The
distinction was considered for nearly all measures throughout the study thus far, but made

2 There are two primary reasons for distinguishing between measures installed in new construction and those
asretrofit or replace-on-burnout. First, for some measures the savings potential is likely to be different
between these decision types. Second, tracking strategies might be different to the extent that delivery
mechanisms differ between decision types for the same measures.
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almost no difference in how any particular measure fared in the derivation of this priority list.
In other words, all applicable decision types for nearly every measure included in Table ES-1
survived the final elimination round. The distinction between decision types for each
measure was further considered during the Methods and Feasibility Assessment phases of

this study.

Table ES-1: Priority Measures for Tracking Initiatives for Market

Transformation Assessment

Residential Sector M easures

Nonresidential Sector M easures

Duct Sealing

High Efficiency Windows

High Efficiency Central Air Conditioning

High Efficiency Packaged Air Conditioning

Compact Fluorescent Fixtures

High Efficiency Chillers

Horizontal Axis Washers

High Efficiency Motors

High Efficiency Windows

Adjustable Speed Drive Fans

Compact Fluorescent Lamps

32 Watt/T8 Lamps with Electronic Ballasts

High Efficiency Gas Furnaces

Energy Management Systems

High Efficiency Refrigerators

High Eff. Packaged Refrigeration Equip.

High Efficiency Dishwashers

Adjustable Speed Drive Pumps

High Efficiency Gas Water Heaters

Compressed Air System Optimization

ES.3 Methods Assessment

The primary objective of the Methods Assessment is to identify and investigate alternatives
for tracking market shares for the 20 priority residential and nonresidential measures
included in Table ES-1. The methodology and results of this second phase of the study are

summarized below.

ES6
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Figure ES-3: Conceptual Framework for Methods Assessment
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Methodology

As shown in Figure ES-3, the overall approach to this Methods Assessment was to answer
two key questions:

1. At which point in the distribution channel does it make the most sense to collect
market share data for the priority measures?

2. What methods or strategies could be implemented to collect market share data at
various distribution points?

Thus, the two primary elements of this project phase include a review of the markets for the
priority measures, and areview of market share tracking alternatives, respectively. RER’s
approaches to these elements of the Methods Assessment are summarized below.

In general, the market reviews followed a three-step approach.

m  Group priority measures into markets according to similarities in measure
characteristics and distribution channels,

m  Characterize the market for each priority measure and identify potential pointsin
the distribution channel for data collection, and

m  Determine implications for tracking.

The review of market share tracking aternatives involved a straightforward approach. First,
an initial list of market share tracking alternatives was compiled from numerous sources,
including EPRI’ s recent study on market tracking sources, Internet searches, and RER
records. Second, atemplate was developed for the information to be collected about each
method. This was done because the final phase of this study required the evaluation of each
tracking aternative according to the same criteria, it was necessary to obtain the same
information for each method, if possible. Third, market share tracking aternatives were
assessed using several types of data sources, including in-person and telephone interviews
and discussions with a variety of potential data suppliers, interviews with individuals
involved in the market share tracking initiative in Wisconsin, and internet resources.

Results

The results of the second phase of this study include 1) a set of possible pointsin the
distribution channel for collecting the data required for efficiency market share tracking, for
each measure and applicable decision type, and 2) a set of viable tracking methods for each
priority measure and applicable decision type.
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Table ES-2 and Table ES-3 summarize the available tracking alternatives by market/measure
for residential and nonresidential measures, respectively. In these tables, an “X” indicates a
viable method — one that provides data that meet the four requirements for market share
tracking in California:

Data represent unit sales, and

Data are/can be segmented by efficiency level, and

Data are/can be segmented by geographic region, at least at the state level, and
Decision type (new construction and replace-on-burnout/retrofit) must be
identifiable, when applicable.3

As shown in Table ES-2 and Table ES-3, severa of the options are viable for efficiency
market share tracking in California. Surveys of downstream market actors can be developed
to collect the required data for all priority measures. For example, on-site surveys can be
developed to collect data on all priority measures. Data can also be obtained from upstream
and midstream market actors for many of the residential and nonresidential measures. The
viability of these methods essentially depends upon each measure’s market structure and
ability of various market actors to supply the needed data.

3 Notethat it is not necessary for the method to produce data by all decision types for all measures.
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Table ES-1: Review of Alternative Tracking Options for Residential Measures, by Measure and Method

Upstream/M idstream M arket Actor
. Downstream Surveys’ Data Collection
=
© = @ b}
T oy s = o . g
< + B
Y| 55| 5., |52 |2 | gl £ 2| & 5| 8| §
Priority M easure/M arket B85 |4z | 28| 8BS | €8 5 = ? g = & = = o
and Decision Type i3 |l £33 |l @aa | 26| E< o s o s [a) 2 @ O )
Residential Duct Sedling NC X X X X
Retro X X
Residential HVAC* NC X X X X X
ROB X X X X
Residential Lighting 2 NC X X X X X
Retro X X X X
Residential Appliances 3 (va) X X X X
Dishwashers NC X X X X
Residential Gas Water Heating NC X X X X
ROB X X X X
Residential Windows NC X X X X
Retro X X X
1 Includesresidential gas furnaces and central air conditioning.
2 Includes compact fluorescent fixtures and lamps.
3 Includesrefrigerators, dishwashers, and clothes washers.
4 Includes consumer panels, scanner data, and shipments data.
5 Building department data sources include compliance forms, verification forms, and field inspector on-site inspections.
6 Included in this category are developing consumer panels and collecting scanner data that specifically meets the CBEE' s market share tracking needs.
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Table ES-2: Review of Alternative Tracking Options for Nonresidential Measures, by Measure and Method

Upstream/M idstream M arket Actor
© Downstream Surveys Data Collection
=
© = E b}
3 o s s _ .
= > 28 | 3 5| £ 5%
Priority M easure/M arket Bs |32 | 28| 52| 88 S = g = = 5 2 £ | oq
- < s 5 © 2B c c o o] 5 /] 28
and Decision Type 0@ | @ | @0 | 2O | £< o s o s a o @ olua
Nonresidential Windows NC X X X X
Retro X X
Packaged Air Conditioning NC X X X X X
ROB X X
Nonresidential HVAC: Chillers NC X X X X X
ROB X X X X
Nonresidential HVAC: EMS NC X X X X X
Retro X X X X
Nonresidential Motor System: NC X X X X
Motors & ASDs Retro X X X X X
Nonresidential Ancillary Equip: (/@) X X X
Compress Air Opt.
Nonresidential Lighting: NC X X X
T8s w/Electronic Ballasts Retro
Nonresidential Packaged Refrig. * (va)

1 Includes display cases, walk-in/reach-in coolers, icemakers, and vending machines.
2 Includes consumer panels, scanner data, and shipments data.
3 Building department data sources include compliance forms and field inspections.
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ES.4 Feasibility Assessment

The objective of the Feasibility Assessment, the third and final phase of this study, wasto
evaluate alternative tracking methods for each priority measure in a systematic, consistent
manner and to devise final tracking recommendations. This Assessment essentially
integrates the first two phases of the study: the Needs Assessment, which prioritized
efficiency measures, and the Methods Assessment, which identified and reviewed aternative
methods for efficiency market share tracking.

Figure ES-4 depicts the conceptual framework for the Feasibility Assessment of market share
tracking for high efficiency measures in California. As shown, the data and information
utilized for this analysis include the following:

m A review of existing tracking initiatives and interviews with tracking system
developers, and

m Interviews with key market actors, industry participants, and potential tracking
data suppliers.

The information and data collected during the Methods Assessment were used to evaluate the
feasibility of each tracking alternative for each measure according to the nine criteria defined
below.

Viability. Viability refersto the capability of the method to yield data required for
efficiency market share tracking in California. In particular, a method is considered “viable’
if it can produce data that meet the data requirements enumerated above.

Reliability. Inthe context of this study, reliability connotes both the accuracy and
consistent availability of the data. Tracking systems should produce reasonably accurate
data, in the sense of having relatively low biases and fairly small standard errors on estimated
shares. Sampling issues, data collection methods (e.g., telephone, mail, or on-site survey),
whether the data represent actual or planned purchases/installations, market coverage, and
the market node or market actors from which data are collected are examples of factors
considered under this criterion.

Cost. The cost of developing and operating a tracking system will also be important. In
genera, the cost should be justified based on the importance of the covered measure(s), as
well as the level of accuracy yielded by the tracking method in question. Both development
and operation costs are estimated for each method (and, therefore, first-year and subsequent-
year costs are estimated as well), to the extent possible.
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Figure ES-4: Conceptual Framework for Feasibility Assessment
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Economies. The economies criterion refers to the extent to which economies can be
realized by tracking numerous measures with the same tracking initiative. This criterion
accounts for two types of economies: 1) tracking multiple priority measures with the same
initiative, and 2) tracking other non-priority measures with the same initiative. The former
directly influences the estimated per-measure costs. As the number of measures covered by
the method increases, the per-measure tracking costs decrease. Because of this correlation,
and to avoid double-counting, thisfirst type of economy is not accounted for in the method
scoring. Non-priority measures refer to both competing and substitute measures.

Timeliness. Timeliness refersto the time lapse between the onset of development and the
time at which the first tracking data point will be available. Throughout the course of this
study, RER recognized that the development time would be a critical factor, as the results of
the tracking efforts are to be utilized by several statewide MA&E priority projects, as well as
by utility-specific evaluation efforts.

Barriers to Implementation. The barriers to implementation criterion is intended to
represent how likely the method can be implemented as designed. Cooperation by potential
data suppliers and the endurance of their participation are examples of factors considered
under this criterion.

Leverage. Leveragerefersto the extent to which existing CBEE relationships with other
market actors, such as private service providers, program administrators, manufacturers,
distributors, trade associations, and government agencies, can be used to facilitate the
collection of data useful for market share tracking. Leverage can arise from program
participation, financial relationships, or commonality of purposes.

Versatility. Versatility refersto the ability of the tracking system to generate information
on other market effects, such as awareness or key perceptions, stocking practices, and
product availability. Such data could be extremely useful to the CBEE for monitoring
market effects and the assessment of overall program effectiveness in achieving market
transformation objectives. Changes in market shares—by themselves—do not necessarily
signal true market transformation unless these changes are attributable to interventions that
are to some extent permanent. Being able to assess program impacts on market barriers
could help to ascertain the likely permanence of changes in market shares stemming from
programs.

Context. Context refersto the ability of the system to yield comparable data from a control
area or multiple areas. Context could be important for two reasons. First, discerning
program impacts might entail comparing changes in market shares in California to those
occurring in other parts of the country. To this extent, it will be necessary to have access to
information on efficiency market shares elsewhere. Second, if a source could yield
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information on market shares in the rest of the country, it might eventually be possible to
form a multi-state collaborative to support the development of one or more tracking systems.
Pooling resources like this could yield magjor economies.

The review of analysis results and the development of recommendations was a complex,
often iterative process, required the consideration of not only the scoring of specific methods
for each individual method, but factors that were common across measures. Throughout the
evaluation process, RER recognized the importance of severa issues, including the
following:

m To develop aset of market tracking initiatives that provide the broadest market
coverage yet maintain an acceptable level of data accuracy,

m  Toavoid recommending a single method for each measure based solely on the
final evaluation scores without analyzing the impact of economies across priority
measures,

m That asingle method for collecting data from any one market actor might not
provide the optimal solution to tracking efficiency market sharesin California, and

m  There are advantages to collecting data at multiple market nodes, particularly if
different methods have different strengths and weaknesses. The result would be an
integrated method that provides more reliable results than any one single method.

The remaining sections summarize RER recommendations for tracking the efficiency market
shares of the residential and nonresidential priority measures.

ES.5 Recommendations for Tracking Priority Residential Measures

Table ES-4 summarizes RER’ s recommendations for tracking the priority residential
measures.* Asindicated, RER recommends that the market shares of the residential
measures be tracked with four initiatives:

m Integrating on-site surveys and data obtained from building department records for
new construction installations,

m  Conduct on-site surveys of a sample of prescreened residential sitesto track
retrofit measures,

m  Collect distributor sales data for tracking replace-on-burnout purchases of HVAC
and water heating equipment, and

4 Note that the recommendations appearing in Table ES-4 represent the primary tracking initiative for each
measure. 1n some cases, RER recommends that the primary data be supported or augmented with secondary
datato cross-check data obtained from other sources. Secondary methods are discussed when appropriate.
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= Obtain tracking data collected under the ENERGY STAR® program in addition to
data from smaller, independent retailers in California.

When combined, these four initiatives encompass tracking systems for all of the priority
residential measures for all decision types. These initiatives entail collecting data at the end-
user level using on-site surveys, from building departments for new construction, from
retailer records, and from distributors. Where possible, these initiatives utilize the significant
economies from collecting information about numerous priority measures at one market node
using a single customized approach. Alternative approaches that require data collection from
market nodes other than from consumers generally require either a multi-node tracking
initiative or the omission of a significant portion of the market.

Table ES-4: Summary of Recommended Tracking Initiatives for Priority
Residential Measures

Priority Measure Recommended Tracking Initiative

Duct Sedling [NC] | Bldg. Dept./On-site Survey Data
Duct Sesdling [Retro.] Il On-Site Survey of Prescreen Sample
Central Air Conditioners [NC] | Bldg. Dept./On-Site Survey Data
Central Air Conditioners [l Distributor Sales Data

[Net Acquis./ROB]
Compact Fluorescent Fixtures [NC] | Bldg. Dept./On-Site Survey Data
Compact Fluorescent Fixtures [ROB] IV ENERGY STAR?/EGIA Retail Initiative
Horizontal Axis Clothes Washers IV ENERGY STARY/EGIA Retail Initiative

[Net AcquisROB.]
Windows [NC] | Bldg. Dept./On-Site Survey Data
Windows [Retro] Il On-Site Survey of Prescreen Sample
Compact Fluorescent Lamps [NC] | Bldg. Dept./On-Site Survey Data
Compact Fluorescent Lamps [ROB] IV ENERGY STAR?/EGIA Alliance Retail Initiative
Gas Furnaces [NC] | Bldg. Dept./On-site Survey Data
Gas Furnaces [ROB] Il Distributor Sales Data
Refrigerators [Net Acquis./ROB] IV ENERGY STAR?/EGIA Retail Initiative
Dishwashers [NC] | Bldg. Dept./On-Site Survey Data
Dishwashers [ROB] IV ENERGY STAR?/EGIA Alliance Retail Initiative
Gas Water Heaters [NC] | Bldg. Dept./On-Site Survey Data
Gas Water Heaters [ROB] [l Distributor Sales Data (See table footnote)

[NC] [Retro.] [ROB] and [Net Acquis.] denote new construction, retrofit, replace-on-burnout, and net
acquisition decision types, respectively.

Note that distributor sales data of sales of water heater replacements excludes roughly 50% of the water heaters
sold through retailers who purchase directly from the manufacturer. Thisissue is discussed in Section 9.5.

ES 16 Executive Summary




Efficiency Market Share Needs Assessment and Feasibility Scoping Sudy

Initiative I: Integrating On-Site Surveys and Building Department Data

Asindicated in Table ES-4, RER recommends tracking new construction installations of
several residential measures at the end user level—through data collected via on-site surveys
and through building department compliance forms, in particular. The initiative proposed
here integrates data from quarterly on-site surveys in the residential new construction sector
with data from building department verification records. This tracking initiative would be
the primary source of market tracking for seven priority measures in the residential new
construction sector including:

Duct sealing (practices),

Central air conditioning equipment,
Compact fluorescent fixtures,
Windows,

Gas furnaces,

Gas water heating equipment, and
Dishwashers.

Thisinitiative would also be a secondary data source for new construction installations of
clothes washers, compact fluorescent lamps, and refrigerators.

Thisinitiative entails data collection from three samples of newly constructed residential
gtes. A quarterly sample of 400 on-site surveys will be conducted using a stratified sample
of newly constructed homes. This data will be augmented with the collection of data from at
least 1,100 Installation Certificates (CF-6R Form) from a sample of building departments
throughout California. In addition, for 50 of the 400 on-site surveys, both building
department data and on-site survey data will be collected each quarter. Datafrom these three
samples will verify the accuracy of the building department data, calibrate the timing of the
installation of energy using equipment in newly purchased homes, generate useful tracking
parameters, collect data on other market effects indicators, and ultimately populate a measure
efficiency tracking database.

RER estimates that this initiative could be developed and operational within six months of its
inception. Development and first year estimated costs are $442,000 to $560,000.
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Initiative 1l: On-Site Surveys of Prescreened Residential Sites

Asindicated in Table ES-4, RER recommends tracking the retrofits of two residential
measures — windows and duct sealing - at the customer level.> RER recommendsthat on-site
surveys be conducted for sample of residential sites that have replaced windows or that have
retrofitted air distribution ducts. This recommended initiative would be the primary data
source for retrofits of the following priority measures:

m  Duct sealing (practices), and
= Windows.

Thisinitiative can also be used as a primary data source for replace-on-burnout, or net
acquisition installations of air conditioning and water heating priority measures, including
central air conditioning equipment, gas water heating equipment, and gas furnaces.

RER estimates that this method could be developed and operationa within six months of the
onset of development. Estimated first year costs range from $356,000 to $445,000

Initiative lll. Collecting Distributor Sales Data

Asindicated in Table ES-4, RER recommends tracking the replace-on-burnout and net
acquisition purchases of residential HVAC and water heating measures at the distributor
level. The measures covered by thisinitiative include:

Central air conditioning equipment,
Gas furnaces,

Gas water heating equipment, and
Packaged air conditioning equipment.

As discovered in the Methods Assessment, collecting data at the distributor level does not
allow for the tracking measures at the decision type level. However, if Initiativel is
implemented, detailed data on HVAC and water heating equipment will be known for new
construction installations. Because distributor data would represent both new construction
and replace-on-burnout/net acquisition purchases, replace-on-burnout and net acquisition
shares can be inferred by subtracting new construction shares from the distributor sales data.®

5 This could also be a primary source for gas water heaters, central air conditioners, and gas furnaces. Insofar
as these are replace-on-burnout or net-acquisitions, a purely random sample of homesis unlikely to yield a
sufficient number of transactions for the covered measures. Consequently, this approach recommends on-
site surveys of a prescreened sample of residential sites that have only recently purchased or replaced
windows or upgraded their air distribution system.

6 Asexplained in Section 8, at least some distributors can identify sales by decision type according to the
customer, even though this information is not typically recorded at the point-of-sale. Should this tracking
initiative be adopted, there is potential to encourage distributors to record this information in the future.
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The mgjor benefit of using the distributor survey as opposed to a pre-screened on-site survey
iscost. The development and operation of data collection from distributors is considerably
cheaper than conducting quarterly on-site surveys. Furthermore, collecting data at the
distributor level will provide an accurate representation of the size and efficiency mixes of
the California HV AC and water heating markets overall.

RER estimates that this initiative can be developed within six to nine months and will cost
roughly $96,000 to $170,000 during the first year of implementation.

Initiative IV: Energy Star®/EGIA Retail Tracking

Asindicated in Table ES-4, RER recommends tracking the replace-on-burnout and net
acquisition purchases of several residential measures at the retail level. This recommended
initiative is an integrated approach involving current ENERGY STAR® data collection efforts
and the Electric and Gas Industries Association for tracking of replace-on-burnout and net
acquisition purchases. Thisinitiative would be the primary data source for replace-on-
burnout and net acquisition purchases of the following priority measures:

Compact fluorescent fixtures and lamps,
Clothes washers,

Refrigerators, and

Dishwashers.

This tracking method would be a secondary data source for replace-on-burnout and net
acquisition purchases of central air conditioning equipment, residential windows, and gas
furnaces.

RER recommends that a tracking initiative be developed and operated through a cooperative
effort between ENERGY STAR? and the Electric and Gas I ndustries Association (EGIA). Both
organizations offer tremendous opportunities for successful market share tracking. First,
market shares of several priority residential measures are already being tracking through the
ENERGY STAR® program. Second, the EGIA, a California-based trade organization with a
membership comprised of manufacturers, distributors, and contractors, is an ideal candidate
for recruiting and maintaining relationships with non-ENERGY STAR? retailers as data
suppliers.

RER estimates that this initiative can be developed within six to nine months and will cost
roughly $160,000 to $230,000 during the first year of implementation.
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Summary of Estimated Costs of Residential Recommendations

Table ES-5 presents a summary of the costs by initiative for the first and subsequent years.
The estimated annual budget to develop and implement the four recommended tracking
initiatives is in the range of $1,054,000 to $1,405,000 for the first year. Development costs
are not incurred in subsequent years, which reduces the annual costs to roughly $920,000 to

$1,202,000.

Table ES-5: Summary of the Annual Costs for First and Subsequent Years for
Planning and Implementing the Recommended Residential Tracking Initiatives

Initiative

First Year

Second Y ear

| Integrating On-Site Survey and
Building Department Data

$442,000 - $560,000

$420,000 - $512,000

[l On-Site Surveys of Prescreened
Residential Sites

$356,000 - $445,000

$332,000 - $410,000

Il Collect Distributor Sales Data

$96,000 - $170,000

$68,000 - $140,000

IV ENERGY STARY/EGIA Retail
Tracking

$160,000 - $230,000

$100,000 - $140,000

Tota Estimated Cost

$1,054,000 - $1,405,000

$920,000 - $1,202,000

ES.6 Recommendations for Tracking Priority Nonresidential

Measures

Table ES-6 summarizes RER’ s recommendations for tracking the priority nonresidential
measures.” Asindicated, RER recommends that the market shares of the nonresidential
measures be tracked with the following three initiatives:

m Integrate data collected with CEC on-site surveys with data obtained from building
department records to track nonresidential new construction measures,

m Integrate CEC on-site surveys of a prescreened sample of commercial sitesand a
telephone survey of commercial and industrial sites to collect data on retrofit and
replace-on-burnout installations, and

m  Obtain sales data from mgor chiller manufacturers to track new construction and
replace-on-burnout chiller installations.

7 Note that the recommendations appearing in Table ES-6 represent the primary tracking initiative for each
measure. 1n some cases, RER recommends that the primary data be supported or augmented with secondary
datato cross-check data obtained from other sources. Secondary methods are discussed when appropriate.
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These recommendations offer tracking approaches for most of the priority nonresidential
measures, with the exception of packaged refrigeration equipment and non-HVAC motors.8
Initiatives V and VI recommend collecting data at the end-user level using on-site surveys
and data obtained from building department records for new construction, and on-site
surveys augmented with a telephone survey for retrofit/replace-on-burnout installations.
Because of the rather unique structure of the chiller market, data useful for efficiency market
share tracking can be obtained from major chiller manufacturers.

Note that two of the recommended initiatives involve incorporating market share tracking
needs into commercial on-site surveys that might be conducted by the California Energy
Commission (CEC). The CBEE has unanimously agreed to fund CEC data collection efforts
in 1999. However, the transfer of funds is dependent upon approval by the California Public
Utility Commission (CPUC). Pending the CPUC’s approval, $1.7 million of the $2.1 million
could fund data collection in the commercial sector. However, because of the current
uncertainties of CEC data collection efforts and the allocation of funds pending CPUC
approval, RER offers dternatives to Initiatives V and VI (Vaand Vla, respectively). These
initiatives are very similar to V and VI, with the exception that their development and
implementation are completely independent of the CEC and that the costs of these alternative
initiatives would not be subsidized with funds already earmarked for data collection
activities.

Initiative V: Integrating CEC On-Site Commercial Surveys and Building
Department Data

RER recommends tracking new construction installations of several nonresidential measures
at the end-user level—through data collected via the CEC’ s planned commercial on-site
survey effort and from building department compliance forms. This initiative is the
recommended primary data source for new construction installations of the following priority
measures:

Nonresidential windows,

Packaged air conditioning,

Adjustable speed drive pumps and fans (HVAC and water heating applications),
32 watt T8s with electronic ballasts, and

Energy management systems.

Thisinitiative can also provide secondary data for motors installed in the commercial sector
and chillers.

8  Measures for which tracking recommendations are not provided are discussed in Subsection 10.7.
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Table ES-6: Summary of Recommended Tracking Initiatives for Priority

Nonresidential Measures

Priority Measure

Recommended Primary Tracking Initiative

Nonresidential Windows [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Nonresidential Windows [Retro.]

None recommended (see below).

Packaged Air Conditioning [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Packaged Air Conditioning [ROB]

[11. Distributor Data Collection (see Section 9)

Chillers[NC] VII. Chiller Manufacturer Data Collection
Chillers[ROB] VII. Chiller Manufacturer Data Collection
Non-HVAC Motors None recommended (see below).
Adjustable Speed Drive Fans [NC] V. CEC On-Site Survey/Building Department Data

Va On-Site Survey/ Building Department Data

Adjustable Speed Drive Fans [Retro.]

V1. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

32W T8s w/Electronic Ballasts [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

32W T8s w/Electronic Ballasts [Retro.]

VI. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

Energy Management Systems [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Energy Management Systems [Retro]

V1. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

Packaged Refrigeration Equipment

None recommended (see below).

Adjustable Speed Drive Pumps [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Adjustable Speed Drive Pumps [Retro.]

V1. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

Compressed Air System Optimization

VI. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

[NC] [Retro.] [ROB] and [Net Acquis.] denote new construction, retrofit, replace-on-burnout, and net

acquisition decision types, respectively.

Briefly, Initiative V entails quarterly data collection from three samples of newly constructed
nonresidential sites. A quarterly sample of 350 on-site surveys will be conducted using a
stratified sample of newly constructed homes. This data will be augmented with the

collection of datafrom at least 1,100 Compliance Certificates (ENV-1, MECH-1, and LTG-1
Forms, at a minimum) from a sample of building departments throughout California. In
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addition, for 100 of the 350 on-site surveys, both building department data and on-site survey
data will be collected each quarter. Data from these three samples will verify the accuracy of
the building department data, calibrate the timing of the installation of energy using
equipment in newly constructed buildings, generate useful tracking parameters, and
ultimately populate a measure efficiency tracking database.

RER anticipates that this initiative can be developed an operational six months. The
estimated costs for the development and first year of implementation are $172,000 to
$233,000.

Initiative Va: Integrating On-Site Commercial Surveys and Building
Department Data.

Because of the current uncertainties regarding the CEC data collection efforts, RER offers
thisinitiative as an alternative to Initiative V. Thisinitiative integrates data collected via on-
site surveys in the commercial sector and compliance data from participating building
departments throughout the state. Essentially, this recommendation isidentical to Initiative
V summarized above, except it would be developed and implemented without CEC
involvement. Conducting unsubsidized on-site surveys on a quarterly basis will be
expensive. RER estimates the budget of this alternative initiative to be $868,000 to
$1,345,000 during the first year of implementation.

Initiative VI: Integrating CEC On-Site Commercial Surveys and Commercial
and Industrial Sector Telephone Surveys.

Thisinitiative integrates the planned CEC commercial on-sites surveys and a telephone
survey of commercial and industrial customers to collect data on retrofits of several priority
measures. Thisinitiative isthe recommended primary data source for retrofits of the
following priority measures:

Adjustable speed drive pumps and fans (HVAC applications),
32 watt T8s with electronic ballasts,

Energy management systems, and

Compressed air optimization.

This tracking initiative uses the CEC on-site commercial survey to collect tracking data
wherever possible. However, the CEC survey does not cover the industrial sector and the
proposed sample sizes will not be sufficient to support a statistical analysis of market shares.®

9 Assuming the CEC is amenable to conducting the survey quarterly, and that the existing proposed sample
size would be spread evenly across quarters, this would result in a sample of 1,000 on-sites per quarter.
Further, if the nonresidential Initiative | is adopted and 350 new construction sites are sampled, the sample
size for existing buildings would be 650.
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To mitigate these shortcomings, RER recommends a telephone survey of at least 2,000
commercial and 2,000 industrial sitesto 1) augment data collected from commercial on-site
survey, and 2) collect data on measures installed in the industrial sector.

RER anticipates that this initiative can be developed an operational six months. The
estimated costs for the development and first year of implementation are $499,000 to
$695,000.

Initiative Vla: Integrating On-Site Commercial Surveys and Commercial &
Industrial Sector Telephone Surveys.

Because of the current uncertainties regarding the CEC data collection efforts, RER offers
thisinitiative as an adternative to Initiative V1. Thisinitiative collects tracking data through
on-site surveys of commercial sites and through telephone surveys of commercial and
industrial customers. The measures covered by thisinitiative are the same as those covered
by Initiative VI. RER estimates the budget for the development and first year of
implementation of this alternative initiative to be $810,000 to $1,196,000.

Initiative VII: Chiller Manufacturer Data Collection

Asindicated in Table ES-6, RER recommends tracking efficiency market shares of chiller
installations in new construction, as well as chiller replacements, with data collected from
chiller manufacturers. Tracking efficiency market shares of chillersin California at the
manufacturer level, rather than through midstream market actors or at the site level, is
favored for severa reasons, most of which relate to the structure of the chiller market and
relative costs of implementing tracking alternatives.

RER expects thisinitiative to be developed and operational within three to six months. RER
estimates development and first year implementation costs to be $90,000 to $150,000.

Cost Summary of Nonresidential Recommendations

Table ES-5 presents a summary of the costs by initiative for the first and subsequent years.
As shown, the estimated annual budget to develop and implement the three recommended
tracking initiatives is $761,000 to $1,078,000 for the first year. Development costs are not
incurred in subsequent years, which reduces the annual costs to roughly $648,000 to
$896,000.

Asindicated above, the costs of implementing Initiatives Vaand Vla are considerably higher
than if tracking needs were incorporated into the planned CEC data collection efforts.
Without CEC involvement, the annual budget to develop and implement the recommended
initiatives increases considerably to roughly $1,768,000 to $2,691,000.
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Table ES-7: Summary of the Costs for First and Subsequent Years for
Planning and Implementing the Recommended Nonresidential Tracking

Initiatives

Initiative First Year Second Year

V. CEC On-Site Survey/Bldg. $172,000 to $233,000 $136,000 to $180,000
Dept. Data

Va. On-Site Survey/Bldg. Dept. $868,000 to $1,345,000 $832,000 to $1,280,000
Data

V1. CEC On-Site Survey/C&I $499,000 to $695,000 $452,000 to $616,000
Telephone Survey

Vla. On-Ste Survey/C&I| Telephone $810,000 to $1,196,000 $780,000 to $1,140,000
rvey

VII. Chiller Manufacturer Data $90,000 to $150,000 $60,000 to $100,000
Collection

Total Cost with CEC Involvement $761,000 to $1,078,000 $648,000 to $896,000

Total Cost w/out CEC Involvement $1,768,000 to $2,691,000 | $1,672,000 to $2,520,000

ES.7 Reflections on the Cost of Tracking

Clearly, tracking market sharesis an essential ingredient in the overall assessment of the
market transformation effort. Thisistrueintwo respects. First, accessto market share data
will be critical for the support of decisions relating to the continuation of public funding for
energy efficiency programs as the close of the transition period draws closer. Second, the
availability of comprehensive market share tracking systems will greatly facilitate the
assessment of the effectiveness of individual programs, program elements, and intervention
strategies. Program administrators will have to have access to tracking data to assessthe
effectiveness of these activities. If they are not available from a set of statewide initiatives
such as those recommended here, they will have to be developed in the course of individual

MAG&E projects. Arguably, the available of a single set of consistent tracking systems would
be preferable to piecemeal tracking as part of periodic program assessments. The availability
of uniform tracking data would also foster more effective use of other MA&E funds allocated
in 1999 and beyond.

Depending upon the specific options chosen by the CBEE, the development of a
comprehensive tracking system covering the priority measures could cost around $2 million
in the first year and between $1 and 2 million per year thereafter. The recommended
initiatives would cost between $1.0 and $1.4 million for the residential sector and between
$0.7 and $1.0 million and for the commercial/industrial sector. RER understands that the
CBEE may consider these costs quite high. Indeed, the CBEE’s Technical Services
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Consultants have recommended initial budgets for tracking initiatives be $375,000 each for
the residential and commercial/industrial sectors. Inlight of the obvious discrepancy
between our recommended budgets and the budgets currently being anticipated by the CBEE
for market share tracking, some means of reconciling this difference is necessary.

The CBEE has a variety of options for reconciling the differences between our
recommendations and current tracking budgets, including the following:

m Increase budgets for tracking,
m  Track fewer measures, or
m  Find less expensive means of tracking.

These options re considered briefly below:

Increase CBEE Budgets for Market Share Tracking. Inlight of the results of this
scoping study, this would be the most reasonable option. The costs of the recommended
tracking initiatives should be evaluated in the context of the size of California’ s market
transformation efforts. Roughly $300 million per year will be spent to promote market
transformation in California over the next three years. The first year cost of the
recommended initiatives would amount to less than 0.8% of the total annual energy
efficiency budget. The annual cost of maintaining the tracking system would be less than
0.6% of the annual energy efficiency budget.

The CBEE might also consider the budget in the context of historical utility expenditures on
the collection of market data. For instance, California utilities have traditionally spent
several hundred thousand dollars per year on the collection of commercial on-site data for
forecasting and DSM planning. Utilities have also spent (and will continue to spend) far
larger amounts of money for the evaluation of energy efficiency programs.

Track Fewer Measures. Some preliminary comments on our recommendations suggest
that the CBEE may choose to prioritize the recommended initiatives rather than funding them
al. While RER understands the desire to be parsmonious in the expenditure of funds for
market share tracking, we are hard-pressed to recommend a prioritization scheme for three
reasons:

m  Fird, the research conducted for the Needs Assessment phase of this study
implicitly prioritized the focus of market share tracking efforts. Each of these
measures is considered important by the energy efficiency community.

m  Second, prioritizing recommended initiatives really requires an implicit tradeoff
between the costs and benefits of information, and this is essentially a policy
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decision. These options should be evaluated on the basis of a wider range of
judgments than ours.

m Third, severa of the recommendations are interrelated, so adopting one without
the other may result in major economies being lost.

Nonetheless, if we were forced to exclude one of the residential initiatives ourselves, we
would probably drop Initiative I I, which deals with residential duct sealing and windows
retrofits. While these are important measures, they entail fairly high tracking costs. This
would save between $332,000 and $410,000, thus reducing the cost of the residential
tracking system to between $698,000 and $960,000. |If we were compelled to drop a measure
from the commercial/industrial sector, we would probably sacrifice the portion of Initiative
V1 dealing with compressed air optimization. We would do so partly on the basis of the
difficulty of determining system efficiencies and partly because tracking this measure
requires industrial surveys that contribute relatively little to the development of information
on other measures. Thiswould produce savings of $240,000 to $320,000, leaving the overall
commercial/industrial budget between $491,000 and $778,000. Of course, others could
justifiably disagree with the value judgments underlying these choices.

Find Less Expensive Means of Tracking. Inour judgment, the tracking initiatives
recommended in this report are well-designed and cost-effective. The recommended
initiatives take advantage of a variety of economies that lower overall data collection costs
substantially. For instance, they make extensive use of CEC survey efforts, data collected by
Building Departments, and the tracking procedures of the ENERGY STAR® Program. (Had we
ignored these efforts and designed independent approaches, the overall cost would have been
at least twice as high.) Nonetheless, cheaper options may be available if certain conditions
arerelaxed. For instance, lowering precision levels and reducing sample sizes could yield
some minor economies. We have offered suggestions for cutting costs throughout Sections 9
and 10. Overall, we suspect something on the order of 10% of the budget could reasonably
be trimmed through the use of some of these suggestions.

If we were to take advantage of all of the above suggestions for reducing overall tracking
costs—dropping duct sealing and window retrofits as well as industrial air compressor
optimization, as well as tightening sample sizes—the total cost of tracking would be
$628,000 to $864,000 for residential measures and $442,000 to $700,000 for commercial
measures. Using the midpoints of these ranges, the CBEE could set budgets of $746,000 and
$571,000, respectively.10

10 The total budget would therefore be $1.317 million, which is very close to the $1.2 million rough estimate
provided a few months ago in the interim report.
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ES.8 Additional Observations

In addition to the recommendations summarized above, RER offers some additional
thoughts. These observations cover a wide range of caveats, exhortations and ruminations,
and are presented below in fairly arbitrary order.

Difficulties of Tracking

While some tracking systems have been put in place in parts of the country, prior attemptsto
track market shares of high efficiency measures have had generally discouraging results.
Previous scoping studies have generally painted a fairly pessimistic picture of the prospects
for traditional tracking systems. Nonetheless, the specific tracking initiatives we have
proposed should provide the kind of information on market shares that will be needed for the
assessment of California’ s market transformation efforts.

Importance of Tracking

Depending upon the specific options chosen by the CBEE, the development of a
comprehensive tracking system covering the priority measures could cost around $2 million
in the first year and between $1 and 2 million per year thereafter. We understand that the
CBEE may consider these costs quite high. However, we would suggest that the CBEE
evaluate these costs in the context of the size of California’ s market transformation efforts.
Roughly $300 million will be spent to promote market transformation in California over the
next year. The cost of the recommended initiatives would amount to less than 1% of the tota
energy efficiency budget. Of course, the CBEE could choose to limit the expenditures on
tracking to alower proportion of the overall budget. However, devoting this level of PGC
and gas DSM funds to implement market transformation programs without the ability to
track efficiency market shares of key measures would appear to be unwise.

Prioritization of Recommendations

Some preliminary comments on our recommendations suggest that the CBEE may choose to
prioritize the recommended initiatives rather than funding them al. While RER understands
the desire to be parsimonious in the expenditure of funds for market share tracking, we are
hard-pressed to recommend a prioritization scheme. First, the research conducted for the
Needs Assessment phase of this study implicitly prioritized the focus of market share
tracking efforts. Prioritizing recommended initiatives really requires an implicit tradeoff
between the costs and benefits of information; thisis essentially a policy decision. RER
would, however, remind the CBEE that several of the recommendations are interrelated, so
adopting one without the other may result in major economies being lost.
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Timing Issues

As explained in Section 9 and summarized above, developing the recommended market share
tracking initiatives will take time. Depending upon lags in procurement and difficulties in
implementing our recommendations or some other initiatives, it is likely that tracking results
will not be available until the end of 1999. If we focus only on the need for tracking data
over the transition period (up to 2002), this lag could appear ominous. However, as we have
argued elsewhere in this report, tracking should continue to be a priority beyond the
transition period. It will be important to know, for instance, if the reduction in PGC-funded
program interventions at the end of the transition leads to the degeneration of energy
efficiency in the State. This may mean that tracking systems need to be put in place with
PGC funds, but that another method of financing and overseeing these systems will be
necessary.

Collecting Comparable Data from Other Regions (Context)

One of the criteria used to select tracking options was the ability to yield information on
other (non-California) areas. Such information could clearly be useful in assessing market
effects, insofar as it would provide cross-sectional comparisons of market shares. One of the
disappointments of the study was that very few options provide context in thissense at a
reasonable cost. Of coursg, it is aways possible to duplicate an initiative in another area
(e.g., we could always conduct on-sites in other states to obtain comparison data); however,
such data collection efforts would be likely to quite expensive.

Tracking by Decision Type

The tracking methods we have recommended are capable of tracking market shares by
decision type when decisions differ substantially by these market events. RER imposed this
capability as a data requirement for tracking because programs relating to these measures are
categorized and designed by market event. If new construction programs and retrofit
programs are to implemented to promote transformation, for instance, it seems logical to
track new construction and retrofit shares separately. RER understands that the requirement
of this capahility results in tracking budgets that are sometimes higher than they would
otherwise be. Nonetheless, we would argue that the additional costs are warranted.

Collecting Data from Multiple Market Nodes

Section 4 reviewed the markets for the priority measures and identified market nodes where
data for market share tracking could be obtained. For mogt, if not all, measures, more than
one node was cited. While thisissue is not explicitly addressed in Section 4, it is important
to recognize that there could be benefits in collecting data from multiple pointsin the
distribution channel. Two primary benefits result from tracking at multiple nodes. First,
doing so provides a “sanity check,” or helps to cross-reference results of tracking efforts.
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Second, tracking from multiple nodes can provide indicators of the extent of market
transformation on national as well as regional perspectives. For example, as discussed
above, collecting data at the manufacturer level would not provide data specific enough to
meet market share tracking needs in California. Most manufacturers use well established
distribution channels and do not have the mechanism for knowing where the measures are
ultimately purchased. Most manufacturers track sales only at the first point-of-invoice,
which is typically aregional distribution center. Nonetheless, it still may be useful to pursue
tracking at the manufacturer level. Market transformation is a primary objective of energy
efficiency programs in California and other states. There has been some evidence that
manufactures continue to produce the same mix of efficiencies, but that a greater percentage
of high efficiency units are shipped to areas with higher demand for these products, such as
California. This practice would work against market transformation efforts from a national
perspective. Tracking efficiency mixes of manufacturer shipments on a national level can
provide insights into this issue.

Data Collection * Market Share Tracking

While this phase of the study has identified logical points in the distribution channel for
collecting data and the alternative methods for doing so, the actual data that should be
collected for market share tracking has not specifically been addressed. One of the four data
requirements for market share tracking in Californiais that data must be segmented by
efficiency level. One cannot assume, however, that market actors keep sales or inventory
records by efficiency level. Most often, sales and inventory records are maintained by
product codes, model or part numbers, and possibly other parameters that would uniquely
define a product, such as size or manufacturer. The point here isthat the data collected will
need to be converted or coded to be useful for market share tracking. Some resources for
coding data in this manner are already available. For example, some organizations are
creating or maintaining databases comprised of key characteristics for available products.
For example, the Washington State Energy Office maintains the Motor Master database,
which catalogs most induction motorsin the 1 to 500 HP range that are available in the
United States. Another example is the Ballast Master database, also maintained by the
Washington State Energy Office. The EPRI market tracking study is an excellent resource
for identifying such resources. Moreover, the EPRI study discusses coding options for
market tracking.11

11 The EPRI study focuses on market tracking for compact fluorescent lighting, horizontal axis clothes
washers, commercial HVAC equipment, commercial and industrial lighting equipment, and motors.
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Availability of Baseline Data

We have not explicitly addressed the means of collecting baseline data to provide an
historical perspective on market sharesin California. Another study being conducted by
Xenergy is addressing this issue. We should note, however, that some of the methods
discussed and recommended here (data collection from upstream market actors, in particular)
might be able to yield historical data on market shares.

Tracking Should Be Long Term

It istempting to think of the need for tracking as a short-run requirement for monitoring
market transformation during the “transitional period.” However, this would be a myopic
view. While the transition period is an important interval, tracking initiatives need to be
implemented on alonger-term basis, even if PGC funds are no longer used to support energy
efficiency.
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Introduction

This report presents results of the Efficiency Market Share Needs Assessment and Feasibility
Scoping Study conducted by Regional Economic Research, Inc. (RER) for the California
Board for Energy Efficiency (CBEE) under management of Pacific Gas and Electric
Company (PG&E). Thisstudy’s primary purpose is to develop and recommend strategies for
tracking the market shares of energy efficient products and services in the California market.

The primary function of the CBEE isto oversee and promote market transformation in the
Cdlifornia. Asan advisory board to the California Public Utilities Commission (CPUC), the
CBEE is spearheading a mgjor effort to transform markets for energy efficiency in
California. This effort focuses on the mitigation of a variety of market barriers through a
series of program interventions funded through a Public Goods Charge (PGC) and natural
gas DSM funds. Assessing the effects of programs covered by this statewide effort will be
critical from the perspective of both public policy and program planning. While success will
be gauged by a variety of indicators of market effects, it seems clear that tracking efficiency
market shares of products and services will be an absolutely essential element of the market
assessment and evaluation (MA&E) process.t Market shares of cost-effective high-
efficiency products and services reflect the economic efficiency with which markets are
actually operating, and act as the ultimate indicators of the effectiveness of both specific
programs and the overall market transformation process.

1.1 Project Objectives and Overview

The objective of this study isto formulate recommendations for tracking the market shares of
key energy efficiency measures in the California market. Market share tracking will
ultimately be used to assess the extent of market transformation effortsin the state. Because
energy efficiency programs in the state are categorized and developed according to market
events, including new construction, retrofit, replace-on-burnout/net acquisition, it is also
necessary to collect datathat can distinguish these decision types. Thus, in the context of this

1 Inthis context, we use the term market share to refer to the proportion of products/services that are “energy
efficient,” or to efficiency distributions, or to overall average efficiency levels of end uses.
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Needs Assessment

2.1 Overview

This section presents the results of the first of three major phases of the Efficiency Market
Share Needs Assessment and Feasibility Scoping Study.

The objective of the Needs Assessment is to identify the specific energy efficiency measures
for which a tracking system should be developed. A list of 20 measures considered priorities
for tracking was derived based upon four primary criteriac 1) potential for cost-effective
savings, 2) the expected level of marketing efforts to promote the measure through the
transition period, 3) the seriousness of market barriers associated with the measure, and 4)
the extent to which such barriers can be mitigated or reduced with market intervention. This
assessment is based upon stakeholder interviews and reviews of the California Demand
Management Advisory Committee (CADMAC) market effects studies, utility demand-side
management (DSM) potential studies and program results, market transformation plans and
initiatives, and other DSM potential studies.

The section is organized as follows:

m  Subsection 2.2 provides a brief overview our methodology for prioritizing energy
efficiency measures,

m  Subsection 2.3 briefly summarizes the initial list of energy efficiency measures
from which the final priority list of measures was selected,

m  Subsection 2.4 details our analysis of DSM potential studies and utility DSM
program results,

m  Subsection 2.5 discusses the stakeholder interviewing process and results, and

m  Subsection 2.6 presents the results of this Needs Assessment, including the final
list of measures for which tracking strategies should be developed.
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2.2 Overview of Methodology

In the context of this research, market transformation is evidenced by market effects, or the
reduction in market barriers, due to program or market intervention, that extend after the
intervention strategy has been removed, reduced, or changed. Market transformation implies
along-lasting, self-sustaining change. The goal of the CBEE isto oversee and promote
market transformation initiatives through the transition period, after which energy efficiency
services will be completely relegated to the private market. Given these objectives, market
transformation assessment and evaluation will be of primary importance over the next few
years. The goal of this scoping study is to identify and investigate market share tracking
strategies for specific energy efficiency measures as a means for evaluating the success of
market transformation initiatives and assessing the extent of market transformation in
California.

The process of identifying energy-efficient measures and services as priorities for tracking,
and market transformation evaluation in general, was based upon four primary criteria:

m Cost-Effective Savings Potential. Thefirst criterion refersto the overall
potential for cost-effective savings associated with various energy efficiency
technologies. In general, it will be prudent to design a tracking system that
focuses on the measures with greatest potential for cost-effective energy and
demand savings in the absence of any market barriers.

s Marketing Efforts. Thissecond criterion relates to the extensiveness of efforts
that will be focused on promoting certain high efficiency measures over the
transition period. To alarge extent, priorities of energy efficiency service
providers will be based upon the savings potential of high efficiency technologies.
However, other factors such as marketing costs, measurement, and verification
costs, potential for customer contributions, and market barriers will also influence
supplier decisions. All else equdl, it will be most important to track the shares of
the measures that are being more heavily marketed than to track other measures
receiving little attention.

m Severity of Market Barriers. From a public perspective, the severity of market
barriers associated with individual measures should be included as a criterion for
the design of the tracking system. Given other factors, it may be judicious to focus
programs on measures with the highest barriers.

m  Susceptibility of Barriers to Market Intervention. The efficacy of targeting
publicly funded programs at specific energy efficiency measures also partly
depends on the extent to which program intervention can reduce or mitigate key
market barriers. In practice, the susceptibility of barriers to market intervention
may be a difficult factor to integrate into the Needs Assessment because of the
limited information currently available on the influence of market transformation
programs. However, some evidence is beginning to surface on this point as a
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result of research sponsored by CADMAC, NEEP, individual utilities, public
agencies such as the CEC, and the major research labs.

Figure 2-1 illustrates the conceptual framework and information sources that were utilized
for this Needs Assessment. As shown, this research involved three primary initiatives.

| The derivation of an initial list of energy efficiency measures through a review of
existing information sources, including market potential studies, utility program
plans, and other literature,

[1. Anaysis of market potential studies and utility DSM program results, and

[11. Two rounds of in-depth interviews with industry experts and participants. This
Delphi interviewing approach was implemented primarily to ensure the
consistency of information obtained from the interviews.

Each of these initiatives is discussed in the following subsections.

2.3 Derivation of an Initial List of Energy Efficiency Measures

To initiate the Needs Assessment phase of this study, it was necessary to compile a
comprehensive list of high efficiency measures that have been installed in both the residential
and nonresidential sectors and that cover avariety of end uses. Because the final measures
selected for tracking priorities would eventually be selected from thisinitial list, it was
critical to include as many measures in thisinitial list as possible. As such, several
information sources were utilized for thistask, including 1998 utility DSM program plans,
utility program evaluation results, DSM market potential studies, and other resources such as
market effects studies and RER staff engineers.

The initial list of residential measures included 36 unique measures for five end uses and the
initial list of nonresidential measures included 68 unique measures covering 10 end uses.
Nearly al measures appeared twice on the list, as it was necessary to distinguish measures
installed in new construction from those installed as retrofits or replace-on-burnouts.? These
initial lists essentially formed the “ measure rating sheets’ distributed to Round 1 interview
participants (included in Appendix B).

1 There are two primary reasons for distinguishing between measures installed in new construction and those
asretrofit or replace-on-burnout. First, for some measures the savings potential is likely to be different
between these decision types. Second, tracking strategies might be different to the extent that delivery
mechanisms differ between decision types for the same measures.
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Figure 2-1: Conceptual Framework for Needs Assessment
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2.4 Analysis of DSM Potential Studies and Utility Program Results
Studies Used in the Analysis

As shown in Figure 2-1, the priorities for tracking strategies were identified through a two-
step interview process and our analysis of DSM potential studies and utility program results.
This subsection summarizes the latter; the former is discussed in Subsection 5.

The two sources of information were utilized for this task include the following:

m  Market potential studies conducted by California utilities and other organizations,
and

m  Utility DSM program plans and/or program results relating to market
transformation programs.

Incorporating this information in the Needs Assessment phase of this study ensured that no
important DSM measures were omitted from the list of measures from which the final
priorities for tracking strategies were derived. These sources of information are discussed
below.

Market Potential Studies. Our initial work scope called for the consideration of market
potential studies conducted recently by California utilities and other organizations on the
premise that they would provide a reasonably thorough overview of the potential associated
with a comprehensive set of energy efficiency measures and would at least constitute a good
starting point for the analysis. We requested DSM studies from each of the four investor-
owned utility distribution companies (UDCs), but were able to identify and secure only one
study that could be used in the Needs Assessment. San Diego Gas & Electric (SDG&E),
Southern California Edison (SCE) and the Southern California Gas Company (SoCalGas)
had conducted DSM potentia studies several years ago, but these studies were considered
too out-of-date to be used for the Needs Assessment (e.g., they were not conducted with the
objective of market transformation). Only PG& E could provide a study conducted recently
enough to be useful for our analysis. We were aso able to access arecent DSM potential
study conducted for the Consortium for Energy Efficiency (CEE). The PG&E and CEE
market potential studies are described briefly below:

s PG&E DSM Potential Study. ACEEE, Xenergy, and E-Source conducted
research for PG&E study to identify measures that should be targeted by market
transformation programs. The study began with an initial list of 64 DSM measures
and derived afinal list of 20 measures on which market transformation programs
should focus. Measures were evaluated on the basis of three criteria: potential
energy savings, likelihood of success, and cost of energy saved (ACEEE, Xenergy,
and E-Source, 1998).
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m CEE DSM Potential Study. ACEEE conducted asimilar study for the CEE
except that it took a national perspective. Like the PG&E study, it started with a
reasonably comprehensive list of measures (56) and ranked them on the basis of
potential energy savings, likely success of market transformation programs, and
cost effectiveness. (Suozzo and Nadel, 1998).

Utility Program Plans. Acting as Interim Administrators, the California electric UDCs
designed 1998 programs at least partly to achieve some of the objectives of market
transformation. To this extent, the coverage of these programs should reflect utility
assessments of the relative importance of different measures and barriers, as well asthe
effectiveness of program interventions. We requested the expected 1998 program results for
each measure from each of the three electric utilities. The types of data provided by the
utilities varied considerably. In particular, SCE provided afairly specific listing of measures
incorporated in their 1998 programs, coupled with expected electricity savings for each. In
contrast, SDG&E provided afairly generic listing of measures and expected savings, thus, it
was necessary to disaggregate these listings into specific measures judgmentally based on our
experience with recent SDG&E programs. PG& E was unable to offer measure-level
estimates of savings from 1998 programs, but did provide extensive data on measure-specific
savings from 1997 programs.

Development of a List of Key Measures

Using the studies cited above, overall rankings were derived for each measure by customer
class (residential and nonresidential) using the following approach:

m  First, measure rankings were obtained directly from the PG& E and CEE studies.
In the case of the PG&E study, it was necessary to choose between two rankings,
one of which took into account “other factors’ (primarily the role of these
measures in PG& E’s own strategic business plan), and one that did not. Insofar as
PG&E’s strategic plans may be driven by a number of issues specific to that
utility, the ranking that ignored “other factors’ was used.2 For the CEE study, the
baseline ranking was used.?

m  Second, measure rankings were compiled from utility data on program
plans/results. These three rankings were based solely on estimated or projected
energy savings. Again, it should be noted here that the application of considerable
judgment was necessary to trandate available information into terms required to
support aranking of specific measures.

m Third, each set of rankings from these sources was integrated with our overall list
of measures. Measures in our initial list that were not ranked by these studies were
assigned a default ranking of 100, a value considerably larger that the worst

2 SeeTable 3 of the report.
3 SeeTable3, p. 11.
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ranking from any of the lists. The results of this exercise are depicted in Appendix
E. Separatetables are provided for residential and nonresidential measures.

Fourth, an overall score was derived for each measure in the residential and
nonresidential lists based upon the ranking from Step Three. In particular, the
score was computed as the weighted average of the rankings from the five lists.
The PG&E and CEE DSM potential studies were assigned weights of 3.0, while
the rankings from the utility DSM studies were weighted as follows: PG&E and
SDG&E results were assigned aweight of 1.0, and SCE results aweight of 2.0. In
general, the rankings based on utility program plang/results were assigned lower
weights than the DSM potential rankings because the latter formally took into
account two of the major factors underlying our needs assessment (energy savings
and likelihood of success) while the former did not necessarily do so. The
rankings based on PG& E program results received a fairly low weight (1.0)
because 1) PG& E was aready represented in the form of its DSM potential study,
and 2) because PG& E program data related to 1997 program results rather than
market transformation potential. SDG& E rankings were assigned a low weight
(1.0) because the service area s relatively small and because the data were actually
available only in aggregated form and required the most subjective judgment to be
applied to the ranking of specific measures. Because of the similarity in rankings
across sources, final scores were very insensitive to the choices of weights.

Fifth and finally, the weighted scores were used to derive two rankings — one for
residential measures and one for nonresidential measures. The top 20 measures
based upon these final rankings are included in Table 2-1.

Needs Assessment
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Table 2-1: Rankings of Energy Efficiency Measures Based on Analysis of DSM

Potential Studies and Utility Program Results

Ranking Residential M easures Nonresidential M easures
1 High efficiency central AC LED Exit signs
2 Compact fluorescent lamps High efficiency packaged AC
3 Duct sealing T8s/electronic ballasts
4 Horizontal axis washers High efficiency non-HVAC

motors

5 Integrated Space/Water Heating Heat Pumps High efficiency refrigeration
conversions
6 High efficiency windows High performance windows
7 Weatherstripping Daylighting
8 Heat pump water heaters Occupancy sensors
9 High efficiency refrigerators Light colored roofing
10 Compact fluorescent fixtures Heat pump water heating
11 Low energy dishwashers High efficiency industrial air
COMpressors
12 Light colored roofing High efficiency chillers
13 Coin-operated clothes washers Delamping
14 High efficiency gas water heaters HID lighting
15 High efficiency ground / dual source heat pumps | Compact fluorescents
16 A-line halogen IR lamps Adjustable speed drive HVAC
fans
17 Pilotless gas instantaneous water heaters ASDs on non-HVAC motors
18 Integrated gas space/water heating Gas absorption chillers
19 Evaporative pre-coolers Window treatments (film,
screens)
20 High efficiency electric water heaters High efficiency gas boilers and

furnaces
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2.5 Stakeholder Interviews

The primary objective of the stakeholder interviews was to collect information from a variety
of energy efficiency industry experts and participants to assist in the derivation of a priority
list of measures for which tracking systems should be developed. In particular, the goal was
to obtain measure-specific information pertaining to the following:

1) Each measure’s potential for cost-effective savings,
2) The marketing emphasis that will be expended to promote each measure,
3) The seriousness of market barriers impeding the success of each measure, and

4) The extent to which program intervention can reduce or mitigate such market
barriers.

The in-depth interviews aso provided insights into potential sources of tracking data,
specific needs for and interest in tracking market shares of energy-efficient technologies, and
the need for and interest in tracking other market-effects indicators and market
characteristics, such as perceptions, knowledge, awareness, stocking patterns, organizational
practices, and/or other information that might indicate the success of market transformation
initiatives.

Summary of Interview Process

Figure 2-1 above illustrates how the information obtained from the stakeholder interviews
was utilized to derive the final list of priorities for tracking. There were three steps to this
process:

Conduct Round 1 interviews,

2. Derive preliminary ranking and integrate results with analysis of DSM potential
studies and utility DSM program results, and

3. Conduct Round 2 interviews.

During the Round 1 interviews, respondents were asked to rate energy efficiency measures
installed in both residential and nonresidential sectors according to the four criteria
enumerated above. An overal ranking of measures was derived based upon the respondents
ratings of these measures. The ranking of measures from the Round 1 interview results was
then integrated with our analysis of the PG& E and CEE market transformation studies and
measure specific information on energy savings from recent utility DSM program results.
The result of this process was a preliminary short list of measures from which the final list of
priorities would eventually be selected. Round 2 interview respondents then helped to
prioritize the measures on this preliminary short list.
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The results of the Round 1 and Round 2 interviews are discussed below in more detail.

Round 1 Interviews

The primary objective of the Round 1 interviews was to derive a preliminary short list of
measures from the extensive list of energy efficiency measures described in Subsection 3. A
variety of energy efficiency industry experts and participants were recruited to rate energy
efficiency measures according to the four criteria we used as abasis for this assessment.* All
interview respondents were provided with the comprehensive lists of energy efficiency
measures and an introductory letter that explained the objectives of this study and provided
instructions for completing the rating sheets. Appendix A includes the efficiency measure
rating sheets and Appendix B includes the introductory letter sent to each respondent as well
asthe Round 1 interview guide.

A few points about the rating sheets are worth noting here. First, under each end use for each
sector, blank spaces were provided to give the respondent the opportunity to add measures to
the list if he/she felt measures were excluded that should be considered as candidates for
tracking. Second, because most respondents were assumed to not be knowledgeable about
every measure, they were encouraged to seek input from othersin their organization as an
attempt to ensure that all measures were rated by as many qualified individuals as possible.
Respondents were also reminded to skip over any unfamiliar measures.

The ratings completed by all respondents were used, along with the results of the review of
utility programs and market potential studies, to derive a preliminary short list of energy
efficiency technologies for which market share tracking system(s) might be developed. The
results of the Round 1 interviews and the derivation of the preliminary short list is explained
below.

Computing an Overall Ranking for Each Measure. The primary result of the Round
1 interviews was an overall ranking of all energy efficiency measures included on the rating
sheets. The overall measure rankings were computed from the respondents’ ratings of the
potential for cost-effective savings, anticipated market effort, severity of market barriers, and
likelihood of barriers being reduced with market intervention associated with each measure.

Before computing an overall rating for measure, each respondent’s ratings for each question
were normalized. In particular, each response was adjusted so the mean of the responses for
each question for each respondent was equal. This normalization procedure was
implemented to account for the relative differences in the tendencies of respondents to rate
the measure criteria. For example, respondent “A” might have the tendency to rate the
seriousness of market barriers of all measures lower than respondent “B.” The objective of

4 Appendix E includes the Round 1 interview participants.
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the normalization procedure is to center all responses around the same value, while
maintaining their relative integrity.

First, we normalized each respondent’s ratings for every criteria for each measure by

dividing it by their mean rating for that criteria. Second, we computed an overall rating using
the normalized responses for all four criteria as computed above. Essentialy, this overall
rating is computed by multiplying the means of all normalized responses for all four criteria.®
The equation below depicts how the overall ratings for each measure, m, were computed.

RATE_W, =(SaV_N, J'(MKTG_N,, J*(BARR_N,, [*(PGMI _N, J*

where

RATE _W_ = the weighted overall rating for each measure,

AV _ N, = the normalized mean rating for cost-effective savings potential for
measure m,

MKTG_N,, = the normalized mean rating for marketing effort expended to
promote measure m,

BARR_N,, = the normalized mean rating for the seriousness of market barriers
associated with measure m,

PGMI _N,, = the normalized mean rating for effectiveness of program

intervention to reduce barriers associated with measure m, and

a,,a,a; anda, = areweightsfor normalized mean cost-effective savings potential,

marketing effort, seriousness of market barriers, and effectiveness
of program intervention criteria, respectively.

To test the sengitivity of the overall ratings results to the weighting of cost-effective savings
relative to the other three criteria, overall ratings were computed using different weights for
the cost-effective savings ratings. In particular, overall measure ratings were computed with
values of a, ranging from 0.8 to 1.2. While changing the weighting of cost-effective saving
potential in the overall rating changed the ordinal ranking of some measures, the top 25
measures remained the same, irrespective of the weighting scheme.® Thus, here we present

5 Because some respondents did not provide ratings for all four criteriafor each measure, it was first
necessary to compute the mean rating of each criterion over all respondents first. Without first taking the
mean over all respondents, a considerable number of responses would be excluded from the overall rating.

6 Note that the objective of this exercise isto develop a shorter preliminary list of measures, not to derive a
final priority ranking. Thus, the explicit ranking of measuresis not as relevant in this context.
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the top 20 ranked energy efficiency measures based upon the unweighted overall rankings
(a,a,,azada, =1).

The Top 20 Energy Efficiency Measures by Sector Based Upon Round 1
Interview Results. Table 2-2 and Table 2-3 present the top 20 measures for the residentia
and nonresidential sectors, respectively, in order of their overall rating. The complete list of
measures and their computed overall rankings is included in Appendix D.”

Table 2-2: Top 20 Nonresidential Measures from Round 1 Interview Results

New Construction

Retrofit or Replace-On-Burnout

1 Computer Optimizer Control Leak Maintenance and Mgmt. (Compress Air)
2 Daylighting Adjustable Speed Drive Fans

3 High-Performance Windows Energy Management System

4 Leak Maintenance and Mgmit. Refrigeration Computer Optimizer Control
5 Adjustable Speed Drive Fans High-Eff. Packaged AC Equipment

6 Energy Management System Adjustable Speed Drive Pumps

7 Adjustable Speed Drive Pumps Refrigeration High-Eff. Conversions

8 High-Eff. Packaged AC Equipment High-Eff. Chillers

9 Wastewater Facility Optimization Wastewater Facility Optimization

10 High-Eff. Packaged Refrigeration Equip. Compact Fluorescents

11 High-Eff. Chillers Adjustable Speed Drive Chillers

12 Adjustable Speed Drive Chillers High-Eff. Conversions (screw)

13 Light Colored Roofing 32 W/T8s with Electronic Ballasts

14 ASDs on Non-HVAC Motors Controls Optimization (Compressed Air)
15 Compact Fluorescents ASDs on Non-HVAC Motors

16 High-Eff. Motors (Non-HVAC) High-Eff. Motors (Non-HVAC)

17 Skylights and Controls High-Eff. Gas Boilers & Furnaces

18 High-Eff. Low NOx Burners Refrigeration High-Eff. Case Fans

19 32 W/T8s with Electronic Ballasts Refrig. Anti-Condensate Heater Controls
20 Controls Optimization (Compressed Air) High-Eff. Industrial Air Compressors

7 Note that each table distinguishes between measures installed for new construction from those installed as
retrofits or replaced on burnout.
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Table 2-3: Top 20 Residential Measures from Round 1 Interview Results

New Construction

Retrofit or Replace-On-Burnout

1 Compact Fuorescent Fixtures Compact Fluorescent Lamps

2 Horizontal Axis Washers Compact Fuorescent Fixtures

3 Duct Sealing Horizontal Axis Washers

4 Compact Fluorescent Lamps Duct Sealing

5 High-Eff. Refrigerators High-Eff. Refrigerators

6 High-Eff. Central AC High-Eff. Central AC

7 High-Eff. Windows for Cooling Climate High-Eff. Gas Furnaces

8 Integrated Gas Space/ H,0 Hesat Sys. High-Eff. Gas H,0 Hesaters

9 High-Eff. Gas H,0 Heaters Increased Ceiling Insulation

10 Duct Sealing Low Energy Dishwashers

11 Indirect/Direct Evaporative Cooling Weatherstripping/Infiltration Reduction
12 High-Eff. Ground & Dual Source Heat Pumps | High-Eff. Windows for Cooling Climate
13 Low Energy Dishwashers Duct Insulation

14 High-Eff. Gas Furnaces High-Eff. Freezers

15 High-Eff. Air Source Heat Pumps Indirect/Direct Evaporative Cooling

16 High-Eff. Windows for Heating Climate Integrated Gas Space/ H,0 Hesat Sys.

17 High-Eff. Freezers High-Eff. Air Source Heat Pumps

18 Evaporative Pre-Coolers High-Eff. Gas Cooking Equipment

19 A-Line Halogen IR Lamps High-Eff. Room AC

20 Light Colored Roofing High-Eff. Windows for Heating Climate

Write-In Candidates. Asexplained above, respondents were given the opportunity to add

measures to the rating sheets — the majority did, in fact, exercise thisright. To give all
interview participants the opportunity to consider these measures as candidates for tracking,
the “ write-in candidates’ were included in the preliminary list of measures that was
distributed for the Round 2 interviews, as explained below.

Derivation of the Preliminary Short List of Measures

The second step of the interviewing process was to compile a preliminary short list of

measures which would then be distributed to Round 2 participants. This Delphi interviewing

approach not only helped RER derive the final list of priorities for tracking and market
transformation analysis, but also ensured the consistency of our resultsthusfar. A
preliminary short list was compiled from the following:

The ranking of residential and nonresidential energy-efficient measures resulting
from Round 1 of the stakeholder interviews, and

Needs Assessment
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m  Theranking of residential and nonresidential energy-efficient measures resulting
from analysis of DSM market potential studies (conducted by PG& E and CEE)
and utility DSM program results that were presented in Subsection 4.

The integration of these rankings to derive the preliminary short list of measures is detailed
below. This procedure was followed to derive both residential and nonresidential
preliminary short lists.

Comparison of Top 20 Measures of Each Ranking. First, the top 20 measures from
each source were compared to determine the extent to which the measures appeared in the
top 20 ranking of both sources. There was nearly a perfect correspondence between the
residential sector lists, but a lesser degree of correspondence between the nonresidential
sector lists.

It was determined that all of the top 20 ranked measures from the Round 1 interviews would
be included in the preliminary short list of measures.

Add Measures from Analysis of DSM Market Potential Studies and Utility
Program Results. Second, we identified the top 20 measures from our analysis of DSM
market potential studies and utility program results that did not make the top 20 list from the
Round 1 interview results. Whether or not these measures were added to the preliminary
short list was based upon the following:

m  Theranking of the measure based upon the Round 1 interview results, and
m  Theranking of the measure based upon the DSM market potential studies.

Some subjective judgement was used here — essentially, a measure was added to the
preliminary short list if it was ranked highly on at least one of the above sources.

Include Measures Added by Interview Participants in Round 1. As mentioned
above, all Round 1 interview participants were given the opportunity to add candidates for
tracking if such measures were excluded from the initial measure lists. All of these measures
were added to the preliminary short list to give all Round 2 participants the opportunity to
consider the measure as a priority for tracking.

Compile Preliminary Short List of Measures. Table 2-4 and Table 2-5 include the
measures selected for the residential and nonresidential preliminary short lists, respectively.
As shown, the measures on each list cover a variety of end uses and all decision types (new
construction and retrofit or replace-on-burnout). As explained below, these lists of measures
were then distributed to Round 2 interview participants (the actual documents given to
Round 2 participants are included in Appendix G).
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Table 2-4: Preliminary Short List of Nonresidential Measures

Top 20 Round 1 Interview Results

End Use M easure [Decision Type]
Compressed Air Leak Maintenance & Mgmt. [R]
Refrigeration Computer Optimizer Control [NC]

Indoor Lighting

Daylighting [NC]

HVAC & H,0 Heat

Adjustable Speed Drive Fans [R]

HVAC & H,0 Heat

Energy Mgmt. System [NC]

Shell

High Performance Windows [NC]

Refrigeration

Computer Optimizer Control [R]

Compressed Air

Leak Maintenance & Mgmt. [NC]

HVAC & H,0 Heat

Adjustable Speed Drive Fans [NC]

HVAC & H,0 Heat

Energy Mgmt. System [NC]

HVAC & H,0 Heat

Adjustable Speed Drive Pumps [NC]

HVAC & H,O Heat

High Eff. Packaged AC Equip. [NC]

HVAC & H,0 Heat

High Eff. Packaged AC Equip. [R]

Other

Wastewater Facility Optimization [NC]

HVAC & H,0 Heat

Adjustable Speed Drive Pumps [R]

Refrigeration High Eff. Conversions[R]
HVAC & H,0O Heat High Eff. Chillers[R]
Refrigeration High Eff. Packaged Refrigeration Equip. [NC]

HVAC & H,0 Heat

High Eff. Chillers [NC]

Other

Wastewater Facility Optimization [R]

DSM Potential

Additional M easuresfrom

Studies & Utility DSM Program Results

End Use

M easure [Decision Type]

Other

LED Traffic Lights

Indoor Lighting

LED Exit Signs

Indoor Lighting

32 W/T8s

Motors High Eff. Non-HVAC Motors
Shell Light Colored Roofing
Compressed Air High Eff. Industrial Air Compressors

Indoor Lighting

Compact Fluorescents

Other M easures Added by Stakeholders

End Use M easure [Decision Type]
HVAC & H,0 Heat Passive Heating/Cooling Design
Refrigeration Electronic Evaporative Pressure Regulating Valves
Lighting T-5 Lamps

Shell

Air Distribution System Sealing

Needs Assessment
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Table 2-5: Preliminary Short List of Residential Measures

Round 1 Interview Results

End Use M easure [Decision Type]
Lighting Compact Fluorescent Lamps[R]
Lighting Compact Fluorescent Fixtures[R]
Other Horizontal Axis Washers [R]
Lighting Compact Fluorescent Fixtures [NC]
Shell Duct Sealing [R]
Other High Eff. Refrigerators [R]
Other Horizontal Axis Washers [NC]
Space Cooling High Eff. Central AC [R]
Shell Duct Sealing [NC]
Lighting Compact Fluorescent Lamps [NC]
Space & H,O Heat High Eff. Gas Furnaces [R]
Other High Eff. Refrigerators [NC]
Space & H,O Heat High Eff. Gas H,O Heaters [R]
Space Cooling High Eff. Central AC [NC]
Shell High Eff. Windows for Cooling Climate [NC]
Space & H,O Heat Integrated Gas Space/H,0 Heat System [NC]
Shell Increased Ceiling Insulation [R]
Space & H,O Heat High Eff. Gas H,O Heaters [NC]
Other Low Energy Dishwashers[R]
Shell Weatherstripping/Infiltration Reduction [R]

Additional Measures from
DSM Potential Studies & Utility DSM Program Results

End Use M easure [Decision Type]
Space & H,0O Hest Heat Pump Water Heaters
Shell Light Colored Roofing
Space & H,O Heat High Eff. Ground & Dual Source Heat Pumps
Lighting A-Line Halogen IR Lamps

Other M easures Added by Stakeholders

End Use M easure [Decision Type]
Space & H,O Heat Passive Cooling Design
Lighting Occupancy Sensor Power Strips
Lighting T-5 Lamps
Space & H,O Heat Evaporative Condensers
Other Faucet Aerators
Other Energy-Efficient Showerheads

Space & H,0O Hest

Solar Water Heating

Space & H,0O Hest

Pipe Wrap

Shell

Attic Radiant Barrier

2-16
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Round 2 Interviews

The ultimate objectives of the Round 2 interviews were to solicit information to help finalize
apriority list of measures and to obtain information that will contribute to the Methods and
Feasihility Assessment phases of this study. In contrast to the Round 1 interviews, Round 2
interviews were in-depth discussions focusing on the preliminary short list of measures
developed in Round 1. In particular, prior to the in-depth interview, al Round 2 interview
participants were provided with the preliminary lists of priority measures included in Table
2-4 and Table 2-5 (the actual documents provided to participants are included in

Appendix F). Prior to the actual interview, each participant was asked to select the measures
that they felt would be most important or relevant for tracking and market transformation
assessment (e.g., interview participants were asked to choose their “top 10 measures’ for
tracking, or to rate the measures as “high,” “medium,” or “low” priorities). When possible,
the interview participant returned their written comments about the measures on these lists to
the researcher prior to the interview time to facilitate the discussion.

The objectives for the Round 2 in-depth interview were as follows:

m  Todiscussthe respondents’ rationale for prioritizing the measures,

m  To discuss the notion of tracking “ whole-system” or * whole-building” efficiency
as amethod for measuring or evaluating the extent of market transformation (and
solicit suggestions for doing so),8

= Toobtain information about other market-effects indicators or market features
associated with any of the technologies on the lists that should be tracked,

m  Todiscussthe need and interest for tracking specific high efficiency measures and
data sourcesthat could contribute to such tracking systems, and

m  To determine which emerging technologies should be considered for tracking.

As explained below, the results of the Round 2 interview helped to finalize the priority high
efficiency measures for which tracking strategies should be developed. The interview guide
for Round 2 interviews is included in Appendix C.

8  Tracking whole-system or whole-building efficiency as method for evaluating market transformation was a
concept mentioned by many Round 1 interview participants. As such, the concept was included as a topic of
discussion for the Round 2 interview.
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2.6 Needs Assessment Results

This subsection discusses the results of this Needs Assessment and presents the final priority
lists of high efficiency measures for which tracking systems should be developed.
Methodology to Select Measures

A much more subjective approach was taken to compile the final list of priority measures
than the methodology for deriving the preliminary short list detailed above in Subsection 5.
In particular, inclusion of the measures in the final list was based upon the following
criterion:

s Consensus of Round 2 interview responses regarding priorities for tracking, and
m  Consideration of other market characteristics.

Consensus of Round 2 Interview Responses

As explained above, Round 2 interview participants prioritized measures on the preliminary
list with “high,” “medium,” or “low” or “yes’/” no” responses. Thus, thefirst step to
finalizing the lists of measures for tracking was to look at the consensus of responses among
interviewees. Essentially, we looked at the number of interviewees that considered each
measure a priority for tracking and market transformation assessment. While this approach
seems somewhat simplistic, it enabled us at least to identify the measures that al or most
participants identified as priorities, as well as the measures that did not receive any “votes.”
Measures that were considered as high priorities by all or most of the Round 2 interviewees,
such as duct sealing in the residential sector and high efficiency windows in the
nonresidential sector, were considered obvious candidates for tracking. Recall from Table
2-1, Table 2-2, and Table 2-3 that duct sealing and high efficiency windows were ranked very
highly in the DSM potential studies as well as by Round 1 interview participants.

In most cases, the measures that did not receive any “votes’ were those that were added as
“write-in candidates’ by Round 1 interview participants. The residential measures that none
of the Round 2 interviewees considered to be priorities include A-line halogen IR lamps,
faucet aerators, increased ceiling insulation, and pipe wrap. The “rejected” nonresidential
measures include electronic evaporative pressure regulating valves and wastewater facility
optimization. Although none of the interview participants considered these measuresto be
priorities for tracking, they were not eliminated from the final list without further
consideration, as discussed below.
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Consideration of Other Market Characteristics

While examining the consensus of Round 2 interview responses helped RER to flag some
measures whose market shares should definitely or definitely not be tracked, it was necessary
to consider other market issues relating to each measure as well, not only to justify
eliminating or including the obvious ones, but to help us deal with those that were rated as
high priorities by some respondents and as low priorities as others (e.g., the measures on the
“margin”). The primary sources of information for this process were 1) discussions during
the Round 2 interviews regarding the rationale for measure prioritization, and 2) market
potential studies. The factors considered at this point are discussed below.

Market Nearing Full Potential. The stage of market maturation is a critical factor when
considering measures for market transformation evaluation initiatives. In particular, it would
not be prudent to track high efficiency measures if the market for such measures has already
reached its full potential (e.g., the market has already or is close to being transformed).
Energy-efficient showerheads, faucet aerators, ceiling insulation, and pipe wrap were
eliminated from the priority list based upon these criteria.

Market Not Yet Fully Developed (Emerging Technology Criteria). Measures were
not only excluded because their market has already reached its full potential but also because
its market has not yet been fully developed or the specific measure has not yet been widely
commercialized. The CBEE considers “the process of removing market barriers to the
commercialization of new energy-efficient products and services’ as a component or
indicator of market transformation (CBEE, 1998). However, the commerciaization of “new”
or “near-term” energy efficiency products and services will be the focus of an add-on to this
study. Thus, such measures were excluded from further consideration in this study to avoid
duplication of efforts.

Light emitting diode (LED) traffic signals, for example, were considered as a high priority for
tracking by nearly all Round 2 interview participants. LED traffic lights can be considered as
one, three-color measure (includes red, amber, and green LEDS) or asthree individual
measures. Even though the market for LED traffic signals has been ramping up in recent
years, the majority of retrofits have been for red LEDs. In fact, several pilot projects
completed in California spurred the adoption of red LEDs in many areas throughout the state.
However, because of several technological and market characteristics, sales of amber and
green retrofit kits have been much lower and a three-color traffic signal is still being
developed (Suozzo, 1998; Suozzo and Nadel, 1998; Mowris & Assoc., 1998). Therefore, it
might be more appropriate to include the three-color LED traffic signal or retrofit kit under
the emerging technology add-on study instead of this analysis. Other measures on the
preliminary short list that might be considered under the emerging technology add-on study
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that did not make the final cut for this study include daylighting, passive heating/cooling
design, and T-5 fluorescent lamps.

Other Measure-Specific Issues. Finaly, other measure-specific issues such as Title 24
revisions (changes in Title 24 standards could indicate the market for a given measure has
been transformed) and practicality for tracking, were considered to compile the final list of
priorities for tracking. For example, daylighting is an energy efficiency practice that some
Round 2 participants felt should be a high priority for tracking. However, daylighting was
also viewed by most participants as a difficult measure to define (for example, in the extreme
case, al architects or building engineers could claim they use “daylighting” if their designs
include windows). In the case of air compressor measures in the nonresidential sector, leak
maintenance and management and high efficiency industrial air compressors were combined
into one measure labeled compressed air system optimization.

In summary, the measures included in the preliminary short list were examined almost on a
case-by-case basis to derive the final list of priorities for which tracking strategies should be
developed. Some of the factors considered include stage of market maturity and practicality
issues for tracking, particularly for considering the measures on the “margin.”

Final Priority Measures

Table 2-6 includes the measures selected as priorities for tracking using the methodology
described up to this point. It should be noted here that there is no distinction between
decision types (new construction, retrofit, and replace-on-burnout) in Table 2-6. The
distinction was considered for nearly all measures throughout the study thus far — and made
almost no difference in how any particular measure faired in the derivation of this priority
list. Inother words, both decision types (e.g., new construction and retrofit or new
construction and replace-on-burnout) for nearly every measure included in Table 2-6
survived the final elimination round.
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Table 2-6: Final Priority Measures for Tracking Initiatives

Residential Sector M easures

Nonresidential Sector M easures

Duct Sealing

High Efficiency Windows

High Efficiency Central Air Conditioning

High Efficiency Packaged Air Conditioning

Compact Fluorescent Fixtures

High Efficiency Chillers

Horizontal Axis Clothes Washers

High Efficiency Motors

High Efficiency Windows

Adjustable Speed Drive Fans

Compact Fluorescent Lamps

32 Watt/T8 Lamps with Electronic Ballasts

High Efficiency Gas Furnaces

Energy Management Systems

High Efficiency Refrigerators

High Efficiency Packaged Refrigeration Equip.

High Efficiency Dishwashers

Adjustable Speed Drive Pumps

High Efficiency Gas Water Heaters

Compressed Air System Optimization

Needs Assessment
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2.7 Additional Priorities for Tracking

The remainder of this memorandum discusses additional priorities for tracking strategies and
related issues to augment the CBEE’' s market transformation evaluation plan, including
tracking other market-effects indicators, tracking competing products, tracking additional
measures and/or services that are not included in Table 2-6 if the marginal cost of doing so is
low, and monitoring changes in whole-building or whole-system efficiency levels.

Tracking Other Market-Effects Indicators

In order to meet the CBEE’ s market transformation evaluation objectives, it is necessary to
track not only sales of specific high efficiency measures and services, but other market-
effectsindicators aswell.® Here, market transformation denotes along-lasting change in the
marketplace, or at least one that lasts beyond the life of market transformation initiatives that
will be implemented through the transition period over the next few years. Market
transformation is typically characterized as the removal of market barriersthat prevent the
achievement of socially optimal levels of energy efficiency activity.10 Thus, the first step in
identifying the appropriate market effects to monitor is to identify the market barriers
impeding the optimal level of adoption associated with each measure.

General categories market barriers identified in the literature include: 11

Product unavailability,

Organizational practices,

Performance uncertainties and perceived risks,
Information costs,

Hassle costs,

Asymmetric information,

Externalities,

Hidden costs,

Access to financing,

Inseparability of product features,

9 Infact, during the two rounds of interviews, many respondents commented that tracking market
characteristics and other market-effects indicators is more informative than tracking sales of specific
measures

10 A taxonomy of these barriers has been developed in arecent report by Eto, Prahl, and Schlegel (1996).

11 The reduction of market barriers does not necessarily yield market transformation in the sense in which that
term is used in policy discussions surrounding energy efficiency markets. 1n this context, market
transformation implies the use of policies and programs to secure long lasting reductions in these barriers.
While some kinds of program features might diminish barriers for the duration of these programs, true
market transformation requires that such features actually cause more or less permanent improvementsin
market performance.
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m lrrevershility,
m  Bounded rationality, and
m  Split incentives.

These market barriers are clearly interdependent and to some extent overlapping. Inafew
cases, they might not even be distinguishable from each other. For instance, split incentives
are clearly exacerbated by customers' lack of awareness of the energy savings associated
with efficiency measures, and this lack of awarenessis strongly related to both performance
uncertainties and bounded rationality. In addition, most of the barriers can be characterized
as costs (information costs, decision costs, etc.) or risk perceptions. The mere existence of
costs or risks in a marketplace does not necessarily signal market failure or indicate the need
for policy. If these costsor risks are misperceived or unnecessary, however, appropriate
policies might help to improve market performance.

Table 2-7 and Table 2-8 provide a summary of the market barriers associated with the
residential and nonresidential measures identified as priorities in Table 2-6, respectively.
Each table includes the primary barriers to market penetration and the general market barrier
categories.12

Now that the market barriers associated with the measures identified as priorities for tracking
have been identified, the next step isto investigate the best way to approach the task and the
alternatives for tracking changes in these market barriers (e.g., market effects) over the next
few years. These, and other issues, will be examined and addressed during the Methods and
Feasibility Assessment phases of this study.

12 Measure specific barriers to market penetration were primarily derived from Suozzo and Nadel,1998. Note
that this study had a national focus.
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Table 2-7: Summary of Market Barriers: Residential Measures

Measure

M easur e Specific Market Barrier(s)

General Market Barrier Categories

Duct Sealing

Lack of awareness of homeowners and contractors
about impact of duct sealing on energy use, home
comfort, indoor air quality

Lack of contractor knowledge of duct sealing
technologies, methods and practices

No contractor certification of good duct sealing
practices.

Performance uncertainties
and perceived risks
Information costs

Hasde costs

Split incentives

High Efficiency

Lack of consumer awareness’knowledge of

Product unavailability

Central Air technology and energy savings Organizational practices
Conditioning Lack of contractor knowledge of proper ingtallation Performance uncertainties
of high efficiency models and perceived risks
Many units are bought by landlords and builders Split incentives
who seek to minimize first cost
Compact Poor quality of residential grade fixtures Product unavailability
Fluorescent Limited product selection Organizational practices
Fixtures Consumers aversion to appearance characteristics Performance uncertainties

Poor reliability

and perceived risks
Split incentives

Horizontal Axis
Washers

Lack of consumer awareness’knowledge of
technology and energy savings

Consumer acceptance of front-loading configuration
Limited number of manufacturers and distributors

Product unavailability
Organizational practices
Performance uncertainties
and perceived risks
Information costs

High Efficiency

Lack of consumer awareness’knowledge of

Product unavailability

Windows technology and energy savings Organizational practices
Limited product availability Performance uncertainties
Many units are bought builders who seek to and perceived risks
minimize first cost Information costs
Hassle costs
Split incentives
Compact Poor lamp quality Product unavailability
Fluorescent Lack of product specification labels Organizational practices
Lamps Inability to fit existing fixtures (lamp size) Performance uncertainties

Retailer stocking practices

and perceived risks

High Efficiency
Gas Furnaces

Lack of consumer awareness’knowledge of
technology and energy savings

Lack of contractor knowledge of proper instalation
of high efficiency models

Many units are bought by landlords and builders
who seek to minimize first cost

Product unavailability
Organizational practices
Performance uncertainties
and perceived risks

Split incentives

High Efficiency
Refrigerators

Limited number of manufacturers and distributors
Stocking practices

Lack of consumer awareness’knowledge of
improved efficiency and energy savings

Many units are bought by landlords and builders
who seek to minimize first cost

Product unavailability
Organizational practices
Performance uncertainties
and perceived risks

Split incentives

High Efficiency
Dishwashers

Lack of consumer awareness’knowledge of
technology and energy savings

Many units are bought by landlords and builders
who seek to minimize first cost

Performance uncertainties
and perceived risks
Information costs

Split incentives

High Efficiency

Lack of consumer awareness’knowledge of

Product unavailability

Gas Water technology and energy savings Organizational practices
Heaters Stocking practices Performance uncertainties
Many units are bought by landlords and builders and perceived risks
who seek to minimize first cost Split incentives
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Table 2-8: Summary of Market Barriers: Nonresidential Measures

Measure

M easur e Specific Market Barrier(s)

General Market Barrier Categories

High Efficiency
Windows

Lack of awareness’knowledge of technology and
energy savings

Poor stocking practices

Majority of units are bought by builders who seek to
minimize first cost

Product unavailability
Organizational practices
Performance uncertainties
and perceived risks
Hasdle costs

Information costs

Split incentives

High Efficiency
Packaged Air
Conditioning

Poor stocking practices

Limited availability

Many units are bought by building managers and
builders who seek to minimize first cost

Product unavailability
Organizational practices
Performance uncertainties
and perceived risks

Split incentives

High Efficiency
Chillers

Lack of awareness’knowledge of technology, design
requirements and energy savings

Lack of willingness to complete needed system
design requirements

Many units are bought by building managers and
builders who seek to minimize first cost

Product unavailability
Organizational practices
Performance uncertainties
and perceived risks
Hasdle costs

Information costs

Split incentives

High Efficiency
Motors

Lack of awarenessknowledge of technology
performance and energy savings

Lack of good planning practices for motor
replacements

Majority of units are bought by end-users who seek
to minimize first cost

Emphasis on reliability and performance

Product unavailability
Organizational practices
Performance uncertainties
and perceived risks
Hasdle costs

Information costs

Split incentives

Adjustable Speed Lack of awareness’knowledge of technology, system Organizational practices
Drive Fans design approach and requirements and energy Performance uncertainties
savings and perceived risks
Lack of end user’ swillingness to complete needed Hasdle costs
complex system design requirements Information costs
Many units are bought by end-users who seek to Split incentives
minimize first cost
Need for standardized performance measurement
and certification
Emphasis on reliability and performance
32 Watt/T8 Lack of awareness’knowledge of technology and Product unavailability
Lamps with energy savings Organizational practices
Electronic Need for specialized skill for certain applications Performance uncertainties
Ballasts Many units are bought by building managers and and perceived risks
builders who seek to minimize first cost Hasdle costs
Incompatibility of technology with certain types of Information costs
existing systems Split incentives
Energy Lack of awareness’knowledge of technology, design Organizational practices
Management requirements and energy savings Performance uncertainties
Systems Lack of end user’ swillingness to complete needed and perceived risks
complex system design requirements Hasdle costs
Many units are bought by end-users who seek to Information costs
minimize first cost Split incentives
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Table 2-8 (cont’d): Summary of Market Barriers: Nonresidential Measures

Measure M easur e Specific Market Barrier(s) General Market Barrier Categories
High Eff. Lack of awareness’knowledge of technology and Performance uncertainties
Packaged energy savings by end user and perceived risks
Refrigeration Some vending units supplied by distributors free of Hasdle costs
Equip. charge to establishments that agree to buy vendors Information costs

products. Split incentives

Need for standardized performance measurement

and certification
Adjustable Speed Lack of awareness’knowledge of technology, design Organizational practices
Drive Pumps requirements and energy savings Performance uncertainties

Lack of end user’ swillingness to complete needed and perceived risks

complex system design requirements Hasdle costs

Many units are bought by end-users who seek to Information costs

minimize first cost Split incentives
Compressed Air Lack of awareness’knowledge of technology and Performance uncertainties
System energy savings by end user and perceived risks
Optimization Lack of availability of specialized skill to design and Hasdle costs

implement systems Information costs

Need for standardized performance measurement

and certification

Taking Advantage of Tracking Economies

While the energy-efficiency measures identified as priorities in Table 2-6 should be the focus
of tracking strategies, we recognize that it could be possible to monitor sales of other
competing and non-competing high efficiency measures not included as a priority if the
marginal cost of doing so isvery low. For example, high efficiency gas furnaces are
included in the priority list for measures in the residential sector. The additional cost for
tracking high efficiency electric furnaces (not a priority measure, but a competing measure)
might be very low. Further, market shares for high efficiency central air conditioning (a non-
competing high efficiency measure) might be available from the same data source (e.g.,
HVAC distributors). The key isto collect the relevant data at a point in the market where
such economies could be realized (i.e., at the distributor level instead of the manufacturer

level).

Tracking Whole-Building/Whole-System Efficiency Levels

The original objective of this study was to identify specific energy efficiency measures or
services for which market-share tracking strategies should be developed. Market share

trends will then be used to assess market the extent of market transformation at least through
the trangition period. However, discussions with industry experts and participants during this
Needs Assessment phase of the study reveal that a considerable amount of information would
be excluded if whole-building or whole-system efficiency levels are not included in this
framework. While most, if not all, of the industry experts and participants interviewed for
this study see the value of doing so, they aso recognized the difficulties associated with such
an effort. The possible methods for and feasibility of tracking overall efficiency levels as one
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indicator of market transformation will be investigated during the Methods and Feasibility
phases of this study.

There are many issues that need to be addressed for progress to be made in thisarea. First,
attribution of changes in efficiency levels to specific market transformation initiatives might
be difficult, if not impossible. Program attribution would only be important, however, if
increasing whole-building efficiency levels will be the objective of specific intervention
strategiesin the state. Second, efficiency-level data might not be cost-effectively available
and secondary indicators might need to be used as proxies for changes in overall energy
efficiency. Third, the issue becomes more complex, yet more important, for nonresidential
buildings, and there are many services (e.g., building commissioning) and “subsystems’
(e.g., HVAC system optimization, compressed air system optimization) that could be tracked
to determine changes in efficiency levels. While such services and practices will be more
difficult to track than equipment sales, omitting from an analysis plan could be detrimental to
the CBEE’' s market transformation evaluation efforts.13

Despite the difficulties associated with tracking overall efficiency levels, we recognize the
fact that the energy efficiency market in California, in general, is evolving away from
focusing on specific energy efficiency measures and associated energy or demand savings to
amarket approach for achieving higher levels of energy efficiency, as evidenced by market
intervention strategies and overall policy objectives for the transition period in the state of
California. Particular programs will still incentivize or promote the adoption of specific
measures, but program planning and policy making decisions are considering the integration
of programs (the “balanced portfolio criteria’) that target a variety of market actorsto
achieve market transformation (CBEE, 1998). Given this perspective, monitoring whole-
building efficiency through the transition period will not only provide a measure of market
transformation, but will provide feedback to the CBEE as to the success of these program
planning efforts.

13 Recall from above that compressed air system optimization was included as a priority for tracking in this
assessment. Building commissioning is a practice that is beginning to be more widely used and will likely
be included in the emerging technologies add-on.
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scoping study, data required for tracking efficiency market shares must meet the following
requirements:

Data represent unit sales, and

Data are/can be segmented by efficiency level, and

Data are/can be segmented by geographic region, at least at the state level, and
Decision type (new construction and replace-on-burnout/retrofit/net acquisition)
must be identifiable, when applicable.

As shown in Figure 1-1, this scoping study is comprised of three major phases:
1. A Needs Assessment to identify priority measures for which tracking systems
should be developed,

2. A Methods Assessment to characterize the markets of priority measures and
identify alternative methods that could be used to implement tracking, and

3. A Feashility Assessment to compare and evaluate the feasibility of each viable
method for tracking the priority measures. RER’s approaches to these elements of
the study are summarized below.

Figure 1-1: Project Overview

Needs Priority Megsures
Assessment for Tracking
i \
i Review of Feasibilit Recommendations for
i Markets of —| A er{t Tracking Efficiency
v /v Priority Measures Market Shares
Methods

Review of
Alternative
Tracking Methods

The final result of this research is a set of recommended initiatives for tracking the market
shares of the priority efficiency measures. RER’s approaches to these elements of the study
are summarized below.

Needs Assessment

The objective of the Needs Assessment was to identify specific energy efficiency measures
for which tracking systems should be developed. A list of 20 residential and nonresidential
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measures considered to be priorities for tracking was derived based upon several criteria,
including potential cost-effective savings, the expected level of marketing efforts to promote
the measures, the seriousness of market barriers associated with the measures, and the
susceptibility of such measures to market intervention. This assessment was based upon
information obtained from two rounds of in-depth interviews with industry experts and
participants, and reviews of a variety of previous studies, such as the California Demand
Management Advisory Committee (CADMAC) market effects studies, utility demand-side
management (DSM) potential studies, market transformation plans and initiatives, and utility
program impact analysis results.

Methods Assessment

The objective of the second phase of this study was to identify and investigate alternative
methods for tracking the market shares of the measures identified as priorities in the Needs
Assessment. The overall approach to this Methods Assessment was to answer two key
guestions:

1. At which point in the distribution channel does it make the most sense to collect
market share data for the priority measures?

2. What methods or strategies could be implemented to collect market share data at
various distribution points?

To address these key research questions, RER characterized the markets for the identified
priority measures and determined the point(s) in the distribution channels where it makes the
most sense to collect datarequired for tracking. The Methods Assessment also entailed the
identification and review of awide range of alternative data sources and data collection
methods. These sources include existing data sources, such as shipments data consumer
panel data, and scanner data, as well as undeveloped data sources, including downstream
market actor surveys and data collection from upstream and midstream market actors. The
Methods Assessment resulted in a set of viable tracking methods for each measure and
applicable decision type.

Feasibility Assessment

In this third and final phase of this scoping study, RER evaluated each alternative tracking
method for each measure and decision type according to nine criteria. This final research
phase utilized reviews of past efforts to develop tracking systems and interviews with those
involved in their development, interviews with key market actors or potential data suppliers,
and information gathered throughout the course of this research.
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The result of the Feasibility Assessment is a set of recommendations and associated cost
estimates for tracking efficiency market shares of the priority measures in the California
market.

1.2 Preview of Results
Recommendations for Tracking Residential Priority Measures

Table 1-1 summarizes RER’ s recommendations for tracking the priority residential
measures.2 Asindicated, RER recommends that the market shares of the residential
measures be tracked with four initiatives:

m Integrating on-site surveys and data obtained from building department records for
new construction installations,

m  Conduct on-site surveys of a sample of prescreened residential sitesto track
retrofit measures,

m  Collect distributor sales data for tracking replace-on-burnout purchases of HVAC
and water heating equipment, and

= Obtain tracking data collected under the ENERGY STAR® program in addition to
data from smaller, independent retailers in California.

When combined, these four initiatives recommend approaches for tracking all of the priority
residential measures for all decision types. These initiatives recommend collecting data at
the end-user level using on-site surveys, from building departments for new construction,
from retailer records, and from distributors. Where possible, these initiatives utilize the
significant economies from collecting information about numerous priority measures at one
market node using a single customized approach. Alternative approaches that require data
collection from market nodes other than from consumers require either a multi-node tracking
initiative or the omission of a significant portion of the market.

2 Note that the recommendations appearing in Table 1-1 represent the primary tracking initiative for each
measure. 1n some cases, RER recommends that the primary data be supported or augmented with secondary
datato cross-check data obtained from other sources. Secondary methods are discussed when appropriate.
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Table 1-1: Summary of Recommended Tracking Initiatives for Priority

Residential Measures

Priority Measure

Recommended Tracking Initiative

Duct Sealing [NC]

Bldg. Dept./On-site Survey Data

Duct Sesdling [Retro.]

On-Site Survey of Prescreen Sample

Centra Air Conditioners [NC]

Bldg. Dept./On-Site Survey Data

Central Air Conditioners
[Net Acquis./ROB]

Distributor Sales Data

Compact Fluorescent Fixtures [NC]

Bldg. Dept./On-Site Survey Data

Compact Fluorescent Fixtures [ROB] IV ENERGY STAR?/EGIA Retail Initiative
Horizontal Axis Clothes Washers IV ENERGY STAR?/EGIA Retail Initiative
[Net AcquisROB.]
Windows [NC] | Bldg. Dept./On-Site Survey Data
Windows [Retro] Il On-Site Survey of Prescreen Sample
Compact Fluorescent Lamps [NC] | Bldg. Dept./On-Site Survey Data
Compact Fluorescent Lamps [ROB] IV ENERGY STAR?/EGIA Alliance Retail Initiative
Gas Furnaces [NC] | Bldg. Dept./On-site Survey Data
Gas Furnaces [ROB] Il Distributor Sales Data
Refrigerators [Net Acquis./ROB] IV ENERGY STAR?/EGIA Retail Initiative
Dishwashers [NC] | Bldg. Dept./On-Site Survey Data
Dishwashers [ROB] IV ENERGY STAR?/EGIA Alliance Retail Initiative

Gas Water Heaters [NC]

Bldg. Dept./On-Site Survey Data

Gas Water Heaters [ROB]

Distributor Sales Data (See table footnote)

[NC] [Retro.] [ROB] and [Net Acquis.] denote new construction, retrofit, replace-on-burnout, and net

acquisition decision types, respectively.

Note that distributor sales data of sales of water heater replacements excludes roughly 50% of the water heaters
sold through retailers who purchase directly from the manufacturer. Thisissue is discussed in Section 9.5.

Table 1-2 presents a summary of the costs of the residential tracking initiatives for the first
and subsequent years. The estimated annual budget to develop and implement the four
recommended tracking initiatives is in the range of $1,054,000 to $1,405,000 for the first
year. Development costs are not incurred in subsequent years, which reduces the annual

costs to roughly $920,000 to $1,202,000.
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Table 1-2: Summary of the Annual Costs for First and Subsequent Years for
Planning and Implementing the Recommended Residential Tracking Initiatives

Initiative First Year Second Y ear

|  Integrating On-Site Survey and $442,000 - $560,000 $420,000 - $512,000
Building Department Data

Il On-Site Surveys of Prescreened $356,000 - $445,000 $332,000 - $410,000
Residential Sites

Il Collect Distributor Sales Data $96,000 - $170,000 $68,000 - $140,000

IV ENERGY STAR?/EGIA Retail $160,000 - $230,000 $100,000 - $140,000
Tracking

Tota Estimated Cost $1,054,000 - $1,405,000 $920,000 - $1,202,000

Recommendations for Tracking Nonresidential Recommendations

Table 1-3 summarizes RER’ s recommendations for tracking the priority nonresidential
measures.® Asindicated, RER recommends that the market shares of the nonresidential
measures be tracked with the following three initiatives:

m Integrate data collected with CEC on-site surveys with data obtained from building
department records to track nonresidential new construction measures,

m Integrate CEC on-site surveys of a prescreened sample of commercial sitesand a
telephone survey of commercial and industrial sites to collect data on retrofit and
replace-on-burnout installations, and

m  Obtain sales data from mgor chiller manufacturers to track new construction and
replace-on-burnout chiller installations.

These recommendations offer tracking approaches for most of the priority nonresidential
measures, with the exception of packaged refrigeration equipment and non-HVAC motors.4
Initiatives V and VI recommend collecting data at the end-user level using on-site surveys
and data obtained from building department records for new construction, and on-site
surveys augmented with a telephone survey for retrofit/replace-on-burnout installations.
Because of the rather unique structure of the chiller market, data useful for efficiency market
share tracking can be obtained from major chiller manufacturers.

3 Note that the recommendations appearing in Table 1-2 represent the primary tracking initiative for each
measure. 1n some cases, RER recommends that the primary data be supported or augmented with secondary
datato cross-check data obtained from other sources. Secondary methods are discussed when appropriate.

4 Measures for which tracking recommendations are not provided are discussed in Subsection 10.7.
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Table 1-3: Summary of Recommended Tracking Initiatives for Priority

Nonresidential Measures

Priority Measure

Recommended Primary Tracking Initiative

Nonresidential Windows [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Nonresidential Windows [Retro.]

None recommended (see below).

Packaged Air Conditioning [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Packaged Air Conditioning [ROB]

[11. Distributor Data Collection (see Section 9)

Chillers[NC] VII. Chiller Manufacturer Data Collection
Chillers[ROB] VII. Chiller Manufacturer Data Collection
Non-HVAC Motors None recommended (see below).
Adjustable Speed Drive Fans [NC] V. CEC On-Site Survey/Building Department Data

Va On-Site Survey/ Building Department Data

Adjustable Speed Drive Fans [Retro.]

V1. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

32W T8s w/Electronic Ballasts [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

32W T8s w/Electronic Ballasts [Retro.]

VI. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

Energy Management Systems [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Energy Management Systems [Retro]

V1. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

Packaged Refrigeration Equipment

None recommended (see below).

Adjustable Speed Drive Pumps [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Adjustable Speed Drive Pumps [Retro.]

V1. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

Compressed Air System Optimization

VI. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

[NC] [Retro.] [ROB] and [Net Acquis.] denote new construction, retrofit, replace-on-burnout, and net

acquisition decision types, respectively.
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Table 1-4 presents a summary of the costs of the recommended nonresidential tracking
initiatives for the first and subsequent years. As shown, the estimated annual budget to
develop and implement the three recommended tracking initiatives is in the range of
$761,000 to $1,078,000 for the first year. Development costs are not incurred in subsequent
years, which reduces the annual costs to roughly $648,000 to $896,000. As shown, estimated
costs increase significantly to $1,768,000 to $2,691,000 in the first year if tracking needs are

not incorporated in the CEC’ s data collection efforts.

Table 1-4: Summary of the Annual Costs for First and Subsequent Years for
Planning and Implementing the Recommended Nonresidential Tracking

Initiatives

Initiative First Year Second Y ear

V. CEC On-Site Survey/Bldg. $172,000 to $233,000 $136,000 to $180,000
Dept. Data

Va. On-Site Survey/Bldg. Dept. $868,000 to $1,345,000 $832,000 to $1,280,000
Data

V1. CEC On-Site Survey/C&I $499,000 to $695,000 $452,000 to $616,000
Telephone Survey

Vla. On-Ste Survey/C&| Telephone $810,000 to $1,196,000 $780,000 to $1,140,000
rvey

VII. Chiller Manufacturer Data $90,000 to $150,000 $60,000 to $100,000
Collection

Total Cost with CEC Involvement $761,000 to $1,078,000 $648,000 to $896,000

Total Cost w/out CEC Involvement $1,768,000 to $2,691,000 | $1,672,000 to $2,520,000

1.3 Organization of Report

Thisreport is comprised of two volumes. The remainder of Volume 1 is comprised of the

following sections:

m  Section 2 presents methodology and results of the Needs Assessment,

m  Section 3 through Section 6 include an introduction, the review of markets of
priority measures, areview of tracking aternatives, and the summary sections of

the Methods Assessment,

m  Section 7 and 8 include the introduction and analysis of the Feasibility

Assessment,

m  Section 9 presents RER recommendations for tracking the priority residential

measures,

1-8
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Section 10 includes RER’ s recommendations for tracking the priority
nonresidential measures, and

Section 11 summarizes the recommended initiatives and offers some concluding
remarks.

The final section of Volume 1 includes the references.

Volume 2 of this report includes the remaining appendices:

Appendix A includes a comprehensive bibliography.

Appendices B through G pertain to the Needs Assessment and include results of
stakeholder interviews, interview materials, results of RER analysis of DSM
potential studies and utility program impact evaluation results, and the preliminary
list of measures from which the final priority measures were derived.

Appendix H summarizes tracking initiatives in Wisconsin,
Appendix | includes examples of Title 24 compliance forms, and

Appendix Jincludes additional, more detailed information about some of the
tracking alternatives reviewed for this study.

Introduction
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Methods Assessment Introduction and Overview

3.1 Overview and Objectives

The following sections present RER'’ s research and analysis for the second of three mgjor
phases of this scoping study. The primary objective of the Methods Assessment isto identify
and investigate alternatives for tracking market shares for the 20 residential and
nonresidential measures identified as priorities for tracking in the Needs Assessment. The
overall approach to this Methods Assessment was to answer two key questions:

1. At which point in the distribution channel does it make the most sense to collect
market share data for the priority measures?

2. What methods or strategies could be implemented to collect market share data at
various distribution points?

The third and final phase of this study — the Feasibility Assessment — will address the most
critical question:

3. At which point in the distribution channel and with what method is it most feasible
to collect market share data for the priority measures?

The following subsection summarizes RER’s approach for addressing the first two key
guestions.

3.2 Methodology

As shown in Figure 3-1, the Methods Assessment includes two primary elements, each of
which corresponds to one of the two key questions presented above:

1. A review of marketsfor high efficiency measures, and
2. A review of market share tracking alternatives.

The methodologies for completing these elements of the Methods Assessment are
summarized below.
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Figure 3-1: Conceptual Framework for Methods Assessment
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Review of Markets for Priority Measures

In general, the market reviews followed a four-step approach. Each step is summarized
below.

Step 1. Define Markets. Inthe context of this study, a market is comprised of the
channels through which products are distributed from the manufacturer to
the final end user and key market actors involved in the process and
transactions of distribution. Measures with similar or identical distribution
channels, therefore, are considered included in the same “market.” Even
though this study’ s objective isto develop recommendations for tracking the
market shares of specific measures, doing so could not be accomplished
without first understanding the markets and transactions through which these
measures reach the final end users.

Grouping measures into markets was logically the first step in the review of
markets.2 Here, the 20 residential and nonresidential are grouped into 13
unique markets.

Step 2. Define Priority Measures. The second step in the review of the market
was to define more precisely and comprehensibly the priority measures. In
particular, the measures need to be defined with respect to what exactly
should be tracked. Thisis straightforward for some measures, but not for
others. Inthe least, defining and describing the measures “got the ball
rolling” in terms of determining the most logical means for tracking each
measure.

Step 3. Characterize Each Market. After grouping the measures into markets
and defining and describing each specific measure, each market was
investigated to determine key market characteristics, define distribution
channels, and identify potential points for collecting useful data for tracking.
RER utilized a variety of information sources for this task, including market-
effects studies conducted for CADMAC, discussions and interviews with
key market actors and other industry participants, market transformation
potential studies conducted by ACEEE, the Internet, and RER staff
expertise.

The reviews of markets for the measures identified as priorities for tracking
include:

1 This definition is similar to that used in Analysis of Available Basdline Data on California Energy Markets,
the other MA&E scoping study currently being conducted by Xenergy. “... [T]he baseline market
characteristics (market actors, market barriers, market channels, etc.) are substantially different between
individual markets, but consistent within them, and that the market developed are reasonably consistent with
the new program categories included in the CBEE’s October 15™ Advice Filing to the CPUC” (page 2-2 of
interim report).

2 Inafew cases, initial groupings of measures into markets were reworked after the markets for some
measures were more fully understood.
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Step 4.

- A general definition of the measures included in the market,

- A discussion of how efficiency is measured and applicable minimum
efficiency standards, and

- A description of the distribution channels and key market actors.

Determine Implications for Tracking. By working from more precise
measure definitions and having a complete understanding of the markets
through which they are distributed enabled RER to arrive at some definitive
implications for tracking these market shares. Several factors were
considered during this step, including 1) data requirements for tracking, 2)
roles of key market actors and their ability to provide such data, 3) the
point(s) in the distribution channel where it might be feasible to collect such
data, and 4) any key measure characteristics that might influence market
share tracking.

Review of Market Share Tracking Alternatives

The review of market share tracking aternatives involved a straightforward approach.

Step 1.

Step 2.

Step 3.

Compile List of Tracking Options. First, aninitial list of market share
tracking alternatives was compiled from numerous sources, including
EPRI’ s recent study on market tracking sources, Internet searches, and RER
staff. The options were then categorized as either existing or undevel oped
according to the extent to which the option’ s infrastructures are developed
for collecting useful data for tracking (e.g., data segmented by efficiency
level, geographic region, and decision type).

Develop Template for Conducting Research. Because the find
phase of this study requires the evaluation of each tracking alternative
according to the same criterion, it was necessary to obtain the same
information for each method, if possible. Assuch, RER developed a
template for the information to be collected about each method.

Conduct Research. The review of market share tracking alternatives
utilized several types of data sources, including in-person and telephone
interviews and discussions with a variety of potential data suppliers,
interviews with individuals involved in the market share tracking initiative in
Wisconsin, and the internet.

The research into tracking alternatives overlaps to some extent with the
Feasibility Assessment phase of this study. In particular, some methods
were more aggressively investigated, as they appeared to be viable options.

General descriptions of methods are presented in Section 5 while information about specific
methods and potential data suppliersisincluded in Appendix J.

34
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3.3 Organization of Methods Assessment

The remainder of the Methods Assessment sections of this report includes the following:

Section 4 includes overviews of the markets for each measure identified as a
priority in the Needs Assessment.

Section 5 presents reviews of a variety of aternatives for market share tracking.

Section 6 provides a summary of the applicability of each method for tracking the
market shares of each measure.

Appendix J provides additional details about some of the methods reviewed for
this study.

Appendix H summarizes market share tracking in Wisconsin.

Appendix | includes examples of compliance forms used by building departments
throughout the state. These forms are referred to throughout the remainder of this
report.
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Review of Markets for Priority Measures

4.1 Overview

As mentioned in Section 3, one of the two major elements of this Methods Assessment isa
review of the markets of the priority measures to identify and better understand the key
market actors and primary channels of distribution. The results of these market reviews help
identify points in the distribution channels (referred to as “nodes’ throughout) where it
makes the most sense to collect datato support market share tracking efforts in California.

One must consider the data requirements of market share tracking when determining the
most sensible tracking possibilities. In the most general terms, the data sought must meet
four criteria:

Data represent unit sales, and

Data are/can be segmented by efficiency level, and

Data are/can be segmented by geographic region, at least at the state level, and
Decision type (new construction and replace-on-burnout/retrofit) must be
identifiable, when applicable.?

This research reveals that, in most cases, unigue measure characteristics as well as key
features of their distribution networks help to identify logical market nodes for collecting
market share data that meets these criterion.

It isimportant to note that the market reviews presented here are not intended to be
comprehensive market characterizations, as doing so was not the objective of this study.2
These reviews are intended to provide enough depth for one to understand the basic market
structure and distribution mechanisms to make inferences about the most logical means for
collecting data for market share tracking.

1 Notethat it is not necessary for the method to produce data by all decision types for all measures. Thiswas
discussed in the Needs Assessment.

2 Other studies to characterize energy efficiency markets in California have been conducted and are likely to
be conducted again in the near future. RER relied on some of the market effects studies conducted for
CADMAC, discussions with a variety of market actors, and the expertise of RER staff to characterize the
markets, map the distribution channels, and make inferences about tracking.
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Also, these reviews focus on market actors actively involved in product distribution. It is
important to recognize that other market actors exist that are not involved in product
distribution that could, in fact, participate in market share tracking. Because building
departments, for example, collect data on specifications and installations in the residential
and nonresidential new construction markets, they could possibly provide useful data for
market share tracking. Data collection from building departments is a market share tracking
method described in Section 5.

For review, Table 4-1 includes the 20 residential and nonresidential measures identified as
priorities for tracking. Asindicated by the market or end-use description, some measures
were grouped together because their markets (e.g., distribution channel and key market
actors) are nearly identical. Doing so was alogical exercise, as market similarities naturally
lead to similar implications for tracking.

4-2 Review of Markets for Priority Measures
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Table 4-1: Priority Measures for Tracking

Market or End-Use Description

M easure

Residential Duct Sealing

Residential Duct Sealing

Residential and Small Commercial HVAC

Residential High Efficiency Central AC
Residential High Efficiency Gas Furnaces
Nonresidential High Eff. Packaged AC

Residential Lighting

Compact Fluorescent Lamps

Compact Fuorescent Fixtures

Residential Appliances

Horizontal Axis Washers
High Efficiency Refrigerators
High Efficiency Dishwashers

Residential Water Heating

High Efficiency Gas Water Heaters

Residential Windows

High Efficiency Windows

Nonresidential Windows

High Efficiency Windows & Films

Nonresidential HV AC Equipment

High Efficiency Chillers

Nonresidential HV AC Equipment

Energy Management Systems

Nonresidential Motor Systems

High Efficiency Motors
Adjustable Speed Drive Pumps
Adjustable Speed Drive Fans

Nonresidential Ancillary Equipment:
Compressed Air

Compressed Air System Optimization

Nonresidential Lighting

T-8 Lamps w/ Electronic Ballasts

Nonresidential Refrigeration

High Eff. Packaged Refrigeration Equip.

The following subsections provide a review of each of the above 13 markets. Each
subsection includes:

m A brief description of the measure, including how the measure’ s efficiency is
defined and applicable efficiency standards,

= A review of the market, including identification of key market actors and a
description of the distribution channel, and

m A discussion of the implications for collecting market share data by efficiency
level, given the measure’ s characteristics and market.
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4.2 Residential Duct Sealing

Forced air distribution system leakage in residential buildings has received considerable
attention as a major source of energy lossin recent years. Testing for duct leakage and
properly sealing leaks, therefore, is viewed as one source of significant achievable energy
and demand savings in the residential sector. While duct sealing is commonly viewed as
having an important role in residential new construction quality, the Needs Assessment phase
of this study revealed that duct sealing of existing buildings should be considered a high
priority as well.

Currently, California’s Title 24 energy efficiency standards award performance credit for
verified tight ducts. The standards, however, do not currently mandate specific sealing
methods, nor do they require duct leakage testing. Recent revisionsto Title 24 will require
that “all pressure sengitive tapes, mastics, aerosol sealants, or other closure systems must
meet applicable UL 181 requirements.”3 This requirement pertains to ductsin al building
types and will become effective January 1, 1999.

There is no commonly accepted methodology for measuring duct system efficiency. The
duct leakage rate, however, isthe indicator considered here. The extent of leakage can be
measured with either a duct blaster test (which pressurizes the duct system) or a duct blaster
test in tandem with a blower door test, which pressurizes the building. These tests measure
the leakage from the ducts to the conditioned space within the building envelope, or the
leakage between the building envelope and the outside. HVAC contractors conduct these
tests at the direction of builders in new construction and homeowners in existing buildings.
However, they are not yet commonplace in either the new construction or existing building
market in the absence of financial incentives.

Leaking air ducts can be sealed with a variety of methods, including mastics, metal tape (foil
back), butyl tape (clear plastic tape), and duct tape, which can be augmented with collars or
clamps. A recent development in the duct sealing industry is the advent of a sticky vinyl
polymer aerosol sealant, developed at the Lawrence Berkeley National Laboratory (LBNL).
In simplest terms, the sealant isinjected into the duct system with a machine similar to a duct
blaster. The material automatically deposits and dries at leakage points in the duct work,
covering large areas and those that are both small and inaccessible with conventiona
methods. As such, the aerosol technology isideal for sealing ducts in existing residential and
nonresidential buildings, where ducts are often inaccessible.

3 california Energy Commission, Summary of Changes to the Energy Efficiency Standards. Sacramento, CA.
1997. Therevisions also mandate drawband materials and tightening when used with flexible duct work.
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Review of the Market for Residential Duct Sealing

As shown in Figure 4-1, the key actors in this market include sealant product manufacturers,
HVAC distributors, HV AC/mechanical contractors, builders, and consumers. The market for
duct sealing is comprised of three primary elements. 1) diagnostic testing to measure the
extent of duct leakage, 2) the actual practice or service of duct sealing, and 3) the method of
sealing or using duct sealant products. Each of these elements should be considered when
determining what exactly should be tracked and at which point in the distribution channel
tracking data should be collected.

Sealant manufacturers interact with HVAC equipment distributors mainly through product
transfer. HVAC equipment distributors often carry the full line of HVAC equipment and
related materials, including duct sealant materials. The wholesale HVAC distributor then
sells the sealant products to HV AC/mechanical contractors, who design and install the air
distribution system and install the HV AC equipment in new construction, or re-seal leaking
duct work in existing buildings.

In the new construction market, the HV AC/mechanical contractor and the builder specify the
HVAC system and the HVAC contractor primarily designs the duct system, including the
methods for sealing the duct work. The builder will generally decide whether to test for duct
leakage. Inaretrofit sSituation (e.g., existing buildings), the homeowner interacts directly
with the HV AC/mechanical contractor.

Figure 4-1: Market for Residential Duct Sealing

> Builder > Consumer
@ orsie

New

’ @ Construction
____________ Duct Sealant HV.AC. Equip. y| HVAC/Mechanical
—— > @ Distributor/ >
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Implications for Tracking Residential Duct Sealing

Tracking the market shares of duct sealing presents a formidable obstacle because it is an
energy efficiency service or practice as opposed to a specific piece of equipment. Thisissue
naturally forces the question: How do you define its market share? Provided you can answer
this question, one must then ask: How do you track the market shares of such practices or
services? Despite these obstacles, energy efficiency measures of this nature should not be
excluded from tracking initiatives, given the importance of better duct sealing methods and
materials and HVAC contractor practices in both achievable energy savings and market
transformation.4

In the context of this study, market share is generically defined as the percentage of all units
or installations that exceed a specified threshold of energy efficiency. Several aspects of duct
sealing need to be considered with respect to defining exactly what should be tracked to infer
with the most accuracy the extent of market transformation. These options are presented
below.

m Sales of sealant products. The sales of seadlant products described above can
be tracked at one of two pointsin the distribution channel — from HVAC
equipment distributors (node A), or HVAC contractors (node B). However, it is
uncertain whether distributors will be able to identify sales of sealant products by
decision type. Builders are less likely and consumers are not at al likely to know
the sealant products used by duct installers. Note that economies might be gained
by tracking both residential and small commercial HV AC equipment and duct
sealant products through HVAC equipment distributors. However, distributors
may or may not be able to distinguish sealant product sales by decision type.>

Tracking sales of sealant products could serve as arelatively solid indicator of duct
efficiency, as sealant products vary in rates of degradation as well as strength.
Those that can form tighter seals and/or last longer will contribute to a more
energy-efficient duct system. A study conducted by LBNL revealed that some
types of duct sealants, namely duct tapes, “failed reliably and catastrophically.”é
Clear tapes, foil-backed tapes, mastics, and aerosol sealants were judged as better
sealant products.

m Sealing methods and/or other practices employed by
HVAC/mechanical contractors. Tracking sealing methods overlaps
somewhat with tracking sales of sealant products, as the sealing method employed
often infers the use of particular sealant product. However, while the measure

4 Other examples of services or practices include building commissioning, compressed air system
optimization, and right-sizing of equipment.

5 Because of its applicability to re-sealing in existing homes, sales of aerosol products might provide a useful
indicator for sealing in the existing home market.

6 The Air Conditioning, Heating, and Refrigeration News. “ Duct Tapes Flunk Berkeley Lab Tests.” Vol.
204, No. 18. August 31, 1998.
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identified as a tracking priority is, technically, duct sealing, a number of factors

related to the energy efficiency of an air distribution system are important to total

duct leakage.

These factors, which could be termed * HV AC/mechanical contractor practices’ or

“ar distribution system optimization,” could serve as useful market-effects
indicators. Relevant HVAC contractor practices include 1) duct design, such as
location of the duct system (e.g., the proportion of the air distribution system
located within unconditioned spaces and consideration of airflow patterns),

2) consideration of airflow factors related to doors, flexible ducts, metal ducts, and
duct board, 3) duct insulation R-values, and 4) proper duct installation and sealing

practices.’

Naturally, data for tracking sealing methods and contractor practices would need

to be collected from HV AC/mechanical contractors (node B). Data for practicesin

both new construction and existing buildings would presumably be available at
this market node.

s Duct leakage rates. Duct leakage rates provide a direct indicator of duct

efficiency. Tracking duct leakage rates would require on-site diagnostic teststo be

conducted on a representative sample of homes in California (nodes D and E).

m Incidence of diagnostic duct testing. As mentioned above, diagnostic
testing remains an uncommon practice in both new construction and in existing
buildings. While changes in the incidence of diagnostic services would not

explicitly infer tighter ducts (one cannot assume that testing automatically implies

taking action to reduce leakage or the use of better sealant products), such
information could serve as an indicator of better duct sealing practices and

contractor and consumer awareness, overal. Furthermore, the incidence of duct

testing would serve as a useful market-effects indicator of the normal business

practices of HV AC/mechanical contractors. Tracking the incidence of duct sealing

would necessarily involve collecting data from HV AC/mechanical contractors or

builders (nodes B and C). Though builders are the primary decision maker with
respect to whether testing will be implemented in new construction, builders
would not be able to provide the incidence of testing of existing buildings.8

7 Anexample of duct sealing practices is the use of collars and clamps with tapes or other products that were

8

designed as such.

Davis Energy Group has been retained by the California Energy Commission to conduct the Residential

Construction Quality Assessment. The first phase of this study will begin in January of 1999 and entails the

identification of HVAC contractorsin California currently using diagnostic testing equipment in new

homes. This also includes services provided, procedures of diagnostic services, methods for verification,
and the identification of barriers to providing diagnostic services for new homes. Furthermore, 30 newly
constructed homes will be tested for duct leakage and evaluated according to several factors affecting duct

efficiency. This study may also help to assess the incidence of duct testing from data collected from
builders.
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4.3 Residential and Small Commercial HYAC Equipment

The following are priority measures included in this market:

m Residential central air conditioners,
m Residential gas furnaces, and
m  Nonresidential packaged air conditioning equipment.

Residential Central Air Conditioning Equipment. There are two types of residential
central air conditioning systems. Single or unitary systems are units less than 5 tons and are
single-zone, constant-volume units. Split systems are characterized as having the distribution
portion of the system inside the building while the compressors and evaporative elements are
located outside the building. Split systems are generally more energy-efficient than single
systems. The efficiency level of aresidential central air conditioning system less than 5 tons
is expressed as a Seasonal Energy Efficiency Rating (SEER) while those greater than 5 tons
are measured as an Energy Efficiency Rating (EER). The minimum energy efficiency
standard mandated by the National Appliance Energy Conservation Act (NAECA) isa SEER
of 10.0 for split systems and a SEER of 9.7 for single systems. ©

Residential Gas Furnaces. The efficiency level of agasfurnaceis expressed as an
Annual Fuel Utilization Rate (AFUE) — the ratio of heat output to the annual gasinput in
BTUs. Currently NAECA requires gas furnaces manufactured after January 1, 1992 to have
an AFUE of at least 0.78.

Commercial Packaged Air Conditioning Equipment. Commercial packaged air
conditioning equipment — unitsthat are typically 5 to 20 tons — accounts for the majority of
air conditioning equipment installed in the nonresidential sector. These off-the-shelf units
are popular in low-rise buildings (often rooftop units) and are relatively easy to install and
maintain. The efficiency levels for HVAC equipment vary by equipment tonnage. Title 24
currently requires a minimum of 8.9 Energy Efficiency Rating (EER) at 95°F for a 10-ton
unit.

While the focus of this study is to investigate methods for tracking market shares by
EER/SEER, one should recognize that there are additional features or options that influence
the efficiency of packaged air conditioning. These include 1) opt for improved controls, 2)
install an economizer, 3) choose improved fan controls with adjustable speed drives, and 4)

9 Since 1987, the National Appliance Energy Conservation Act (NAECA) has mandated the national
minimum efficiency standards for a variety of residential appliances and energy-using equipment. Those
currently covered by NAECA include furnaces, water heaters and plumbing products, refrigerators, freezers,
dishwashers, ranges and ovens, air conditioners, fluorescent lamp ballasts, clothes washers and dryers,
incandescent reflector lamps, and small electric motors.
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install indirect evaporative cooling. While one or all of these options can significantly
improve the efficiency of packaged air conditioning units, in some cases it may be
uneconomical to do so.

Review of the Residential and Small Commercial HVAC Market

The major manufacturers of residential central air conditioners and gas furnaces and their
shares of the national market are presented below in Figure 4-2 and Figure 4-3, respectively.
As shown, five manufacturers account for about 75% of the national central air conditioning
market and six manufacturers account for over 80% of the national residential gas furnace
market.10

Figure 4-2: Residential Central Air Conditioning Manufacturer Shares of the
National Market
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Source: Appliance Magazine, September 1998.

10 Datawas not available for manufacturer shares of commercial packaged air conditioning equipment.
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Figure 4-3: Residential Gas Furnace Manufacturer Shares of the National
Market
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Figure 4-4 depicts the distribution channels for new construction and replacement
installations of residential and small commercial HVAC equipment. HVAC equipment
manufacturers typically produce a variety of heating and cooling equipment for the
residential and small commercial market, including central air conditioners, heat pumps, gas
furnaces, electric furnaces, and air handling equipment.

These manufacturers interact with distributors mainly through product transfer. All
manufacturers employ a two-step distribution system and sell their products to equipment
distributors, who then sell the equipment to an HV AC/mechanical contractor. While some
manufacturers own their own distribution networks, others exclusively sell their productsto
private or independently owned distributors.

While the production of residential and small commercial HV AC equipment is their most
critical role, manufacturers provide a significant amount of equipment information to
demand-side market actors, primarily to HVAC contractors and builders. Information is
disseminated to the marketplace by several means, including in-person contact between a
manufacturer (sales) representative and the HVAC contractors, trade literature, and trade
association meetings and conventions.

In the residential new construction market, although the final end user is the consumer or
homeowner, the primary decision makers with respect to efficiency levels are the
HVAC/mechanical contractor and the builder. The homeowner may have some input on the
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type of system placed in a custom home, but not in atypical tract home. When replacing
equipment, the consumer interacts directly with the HVAC contractor and is the primary
decision maker.

In the commercial sector, the primary decison makers in the new construction market are the
building developers, building owners, and mechanical contractors. Although packaged air
conditioners are commonly off-the-shelf units, they can be customized or engineered to
better meet the customer’ s needs. In retrofit/replacement installations, the building or facility
manager works with the HV AC/mechanical contractor in specifying retrofits or equipment
replacement.

Figure 4-4. Market for Residential and Small Commercial HVAC Equipment
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Implications for Tracking Residential and Small Commercial HVAC Equipment

Because the distribution networks are the same for residential central air conditioning
equipment, residential gas furnaces, and most commercial packaged air conditioning units,
the market shares of these measures can theoretically be tracked with the same system. The
tracking initiative in Wisconsin collects sales data from HV AC equipment distributors
(node A).11 However, collecting market shares by decision type becomes an issue for
tracking in California, because distributors may or may not be able to identify separately
sales for new construction and replacement installations. (Tracking in Wisconsin does not
track shares by decision type.)

11 see Appendix H for an in-depth summary of tracking HVAC equipment in Wisconsin.
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The HVAC contracting industry for new construction, at least in Southern California, is
fairly concentrated, with only a handful of contractors accounting for a very large percentage
of installations the new construction market. Assuming the HVAC equipment distributors
can identify sales to those contractors, sales by decision type should be obtainable with a fair
level of confidence.

Another option is to collect data from HVAC contractors (node B). Thisoptionisless
attractive than the distributor option for two reasons. First, collecting datafrom HVAC
contractors would require a much larger sample of “data suppliers’ to cover the same portion
of the market than if data were collected from distributors. It would also be necessary to
ensure the collected data covered new construction and replacement installations in both
residential and nonresidential sectors. Second, the Wisconsin experience reveals that HVAC
contractors are relatively poor record keepers. If thisisthe case in California, it may be more
difficult to collect data that meets the three key criteria than one would assume.

Another alternative isto collect data at the final end user level (nodes C and D for new
construction and replacement installations, respectively) or from building departments (node
E). Datacan be obtained directly from the homeowner or building manager/owner via a mail
or telephone survey, though consumers are not likely to be able to access model numbers or
know the efficiency levels and sizes of installed equipment. Obtaining data from building
departments or on-site surveys are methods through which more accurate, site-level data can
be collected.

4.4 Residential Lighting: Compact Fluorescent Fixtures and
Lamps

Compact fluorescent lamps are lighting systems that consist of alamp, alamp holder, and a
ballast. Compact fluorescent lamp systems are classified as one of three basic types:
integrated systems, modular systems, and dedicated systems.

Integrated systems are one-piece units that consist of alamp, ballast, and socket adapter.
These lamps are usually sold with a medium screw base and are designed to replace
incandescent lamps in existing luminaires. Modular systems are self-ballasted and are
designed for use in an incandescent luminaire. Unlike integrated systems, however, modular
systems contain a replaceable lamp socket. Dedicated systems consist of a specially
designed luminaire with a ballast and lamp socket that has been directly wired as part of the
luminaire.

Residential lighting applications are classified by the type of room and by the type of
lighting. Compact fluorescent lamps are suitable for many residential applications including
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recessed downlighting in kitchens, living rooms, or bathrooms; wall washers in living rooms;
and task lighting in any area of the home. Integrated or modular systems are usually best
suited to retrofit applications, while dedicated systems are limited to new home construction
or to major renovation of a home's lighting. Compact fluorescent luminaires are especially
suited to rooms such as kitchens and bathrooms, where high lumen output, good color
rendering, and adherence to building codes is required.

The average compact fluorescent lamp consumes only one-quarter to one-third as much
energy as the equivalent incandescent lamp and will last up to ten times aslong. For
example, a 24-watt compact fluorescent lamp (including ballast watts) with a life of 10,000
hours can replace a 75-watt incandescent lamp with a life of less than 1,000 hours.

A limiting factor for compact fluorescent lamps in residential applicationsistheir size. The
typical fluorescent lamp/ballast combination is somewhat larger than the incandescent lamp
it ismeant to a place. Consequently, they may not fit properly in luminaires designed for
incandescent light sources. Use of compact fluorescent lamps in the home is often limited to
areas where aesthetics are not a primary concern, such as basements, garages, and utility
rooms. From a conservation perspective this is unfortunate, as lighting in these areas is
generally utilized infrequently and the full energy savings potential of compact fluorescent
lamps is not realized in these applications. Availability of high quality, aesthetically pleasing
compact fluorescent luminaires is recognized as a prerequisite for widespread in-home use of
compact fluorescent lamps.

Review of the Market

There are severa key playersin the market for residential lighting equipment.
Manufacturers, wholesale distributors, contractors, lighting designers, mass-market retailers,
specialty retailers, and homeowners al play a significant role in the market. Figure 4-5
presents a simplified view of the distribution channels for residential lighting equipment.

There are numerous manufacturers of residential lighting equipment. 1n 1996, the
[lluminating Engineering Society of North America (IESNA) listed more than 250
manufacturers of luminaires for residential applications and 59 manufacturers of compact
fluorescent lamps and/or ballasts. Major compact fluorescent lamp manufacturers include
General Electric, Osram Sylvania, Philips Lighting Co., Panasonic Lighting, Enertron,
Lumitech, Maxlight, Lights of America, and Feit. Manufacturers of compact fluorescent
fixtures include Delray, Edison Price, Halo, Indy, Juno, Lightolier, Omega, Staff, and Wila.

Manufacturers of residential lighting equipment do not sell directly to the end user. When
describing the market for compact fluorescent lamps and luminaires, it is useful to separate
the market into two segments: fixed lighting and freestanding lighting. Fixed lighting is
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hard-wired and is installed when a home is constructed or renovated. Freestanding lighting is
plugged into an outlet.

Manufacturers of fixed lighting products, including manufacturers of compact fluorescent
luminaires such as recessed downlights or wall sconces, interact primarily with independent
distributors or manufacturers’ representatives through product transfer. Manufacturers also
provide product literature to the distributors and lighting consultants. Residential lighting
distributors sell directly to contractors, builders, consultants, and retailers. In this market,
large home improvement chains, such as Home Depot, often act as wholesalers to small
lighting contractors.

In anew construction or renovation, a builder may use a lighting consultant or may specify
the lighting himself and purchase directly from a distributor. Retrofit lighting fixtures may
be a homeowner’s decision or they may hire a lighting consultant that specifies the lighting
fixtures. Distributors who deal in dedicated compact fluorescent luminaires can usually
supply compatible lamps. Occasionally, “do-it-yourselfers’ purchase fixed lighting in a
retail setting.

Figure 4-5: Residential Lighting Market
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Manufacturers of freestanding luminaires may sell directly to retailers (especially mass-
market or national chains) or to awholesaler that services smaller retailers. Freestanding
compact fluorescent luminaires are not widely available and are mainly sold through
specialty lighting retailers.
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The lamp market differs from the fixture market because most compact fluorescent lamp
replacements are sold to consumers through mass-market retailers; fixtures are not typically
sold through these outlets. Major retail establishments selling compact fluorescent lamps
include Home Depot/Expo, Ace Hardware, Wal-Mart, K-Mart, Target, and Sav-On.

Implications for Tracking

Decision type is a primary consideration when drawing inferences about tracking market
shares of compact fluorescent fixtures and lamps. Asrevealed during the Needs A ssessment
interviews and this review of the market, fixtures (dedicated systems, in particular) are more
dominant in new construction while lamps are primarily a replacement measure. Integrated
or modular fixture systems are also appropriate as a retrofit measure.

The most appropriate nodes for collecting data for tracking residential lighting equipment
include builders and/or electrical contractors for shares of compact fluorescent fixtures
installed in the residential new construction market (nodes C and D) and retail establishments
and/or consumers for replacement lamp purchases (nodes B and F). As depicted above in
Figure 4-5, lighting equipment distributors (node A) and electrical contractors (node C) are
involved in both new construction and retrofit/replacement installations of fixtures.

However, distributors may or may not be able to segment fixture sales by decision type, and
electrical contractors are not always utilized by consumers unless a remodel involves
extensive lighting redesign (electrical contractors do not advise consumersin lamp
purchases).

4.5 Residential Appliances

The following measures are included in the residential appliance market:

m  Horizontal axis clothes washers
m  Refrigerators, and
s Dishwashers.

Horizontal Axis Clothes Washers. Horizonta axis (front loading) clothes washers offer
the potential for energy, water and detergent savings, and gentler treatment of clothes when
compared to the more familiar vertical-axis models. Horizontal axis washers feature the
wash tub turned on its side with the agitator removed; the clothes are gently lifted and
plunged into the water approximately 50 times per minute. Electronic controls monitor the
tumbling and spin speeds, then automatically adjust the water levels to optimize water use.
Three major manufacturers of horizontal axis washers are Maytag, Frigidaire, and General
Electric (GE). There are also some foreign manufacturers offering models in the United
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States. However, these models tend to be in the high-end price range and have relatively
small washing capacity.

Clothes washer standards are primarily designed for residential units. However, there are no
upper limits on capacity except for compact models. Clothes washer efficiency is measured
by an energy factor (EF) that expresses the number of cubic feet of tub size that can be
supported by one kWh per cycle (ft*/kWh/cycle). In 1994, the present standard was
instituted and set at 1.18 EF for top loading machines with a capacity greater than 1.6 ft°.
The standard drops to 0.90 EF for units with a capacity less than 1.6 ft>. Thereis presently
no standard for front-loading washing machines, except that they must have an unheated
rinse option.

Refrigerators. Residential refrigerators can be segmented into seven main product classes
based upon freezer section positioning (top mount, bottom mount, and side-by-side), defrost
system type (manual, partial, and automatic), and the presence of a through-the-door ice-
service feature (TTD). The top mount automatic defrost without a TTD is the most common
model sold in the U.S. today.12

The energy consumption levels of the product classes described above are significantly
different. Side-by-side units use more energy than a similarly sized top mount unit because
of the increased door seal area and the proximity of the freezer to the hot motor

compartment. Automatic defrost units use more energy than manual defrost unit is due to the
circulation of cold dry air, the melting of accumulated frost and the removal of defrost heat.
TTD features increase energy consumption since the TTD area can not be as well insulated
asthe door.

The energy efficiency of refrigerators is measured by an energy factor (EF). The energy
factor gives the number of cubic feet of capacity that can be supported by one kWh of
electricity per day under test conditions (ft*/kWh/day). The capacity of a refrigerator is
calculated as an adjusted volume and is equal to the capacity of fresh food storage volume
plus 1.63 times the freezer storage volume in cubic feet. For any given refrigerator, these
definitions allow for direct trandation between rated efficiency and expected annual use.

The NAECA efficiency standards establish maximum allowable energy use levels for seven
classes of refrigerators. For each class, aformula based on adjusted volume is used to set a
maximum allowable energy use. This approach to defining efficiency implies that the limit
to energy consumption rises less than proportionally to refrigerator volume. The existing
standards were put in place in 1993 and new standards will go into effect in July of 2001.
The new standard is expected to decrease energy consumption by roughly 12% for atypical

12 Association of Home Appliance Manufacturers.
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20 cubic foot unit without TTD. However, additional cost-effective efficiency improvements
(improved compressors and new refrigerant cycles) are possible beyond this new standard.

Dishwashers. Dishwashers are segmented into three product classes. standard, water
heating, and compact. Standard dishwashers are designed for use with water inlet
temperatures above 120° F. Water heating units employ a booster heater unit that allows the
dishwasher to use inlet water temperatures below 120° F. A compact dishwasher has awidth
of 22 inches or less. Water heating units are the most common types of unit sold in the U.S.
market.

The mgjor factors that determine dishwasher energy use are hot water volume and
temperature, motor efficiency, booster heater energy, and the method used during the drying
cycle. Hot water use accounts for roughly 80% of total dishwasher related energy use, motor
usage accounts for 8%, and the remainder is used in the heat drying process. Improvements
in hot water requirements per cycle help to decrease energy usage in newer, lower energy-
using models.

Dishwasher efficiencies are typically calculated in terms of energy factors (EF). Inthe case
of dishwashers, the energy factor is defined to be the number of cycles that can be operated
with one kWh. The existing NAECA standard for dishwashers was established in 1994 and
requires aminimum EF of 0.46 for standard (including water heating models) and 0.62 for
compact models. The existing standard is up for review in 2001; however, it is unlikely that
the dishwasher efficiency standards will actually be revised before the 2006 revision cycle.

Review of the Residential Appliance Market

Figure 4-6 depicts the typical distribution channel of residential appliances. As shown,
manufacturers of major residential appliances interact with distributors, builders, retailers,
and consumers. Manufacturers interact with distributors mainly through product transfer.
Appliance manufacturers often have their own distribution centers or sell their products to
independent distributors. Manufacturers also provide builders, distributors, and retailers with
literature and information about their products. Manufacturer-owned distribution centers sell
to builders, retail distributors, contract distributors, and directly to retailers. Appliance
distributors sell directly to contractors, builders, and retailers.

The clothes washing machine market differs from this typical characterization, asthereis
considerable consolidation in the distribution channels. This market trend has resulted in
manufacturers fostering direct relationships with retail outlets. Distributorsin the clothes
washer market are virtually nonexistent. Even small appliance stores form buying groups to
deal directly with manufacturers.
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Table 4-2 includes the mgjor manufacturers and retailers in the residential appliance market.

Figure 4-6: The Residential Appliance Market
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Table 4-2: Major Manufacturers and Retail Establishments of Residential

Appliances
Appliance M ajor Manufacturer M ajor Retail Establishments
Horizontal Axis Frigidaire Sears
Clothes Washers Maytag Montgomery Ward
Whirlpool Circuit City
General Electric Home Depot/Expo
Loews
Adrays
Fedco
Numerous independent
retailers
Refrigerators General Electric (35%) Sears
Whirlpool (26%) Montgomery Ward
Frigidaire (19%) Circuit City
Maytag (10%) Home Depot/Expo
Goodman (9%) Loews
Adrays
Fedco
Numerous independent
retailers
Dishwashers General Electric (40%) Sears
Whirlpool (39%) Montgomery Ward
Maytag (13%) Circuit City
Frigidaire (8%) Home Depot/Expo
Loews
Adrays
Fedco
Numerous independent
retailers

Percentages are unit shares of national market. (Data not available for horizontal axis clothes washers.)
Source: Appliance Magazine, September 1998.

The final end user or consumer is somewhat influential in the purchase decision of major
household appliances, even in the new construction market. First, because clothes washers
are not typically standard equipment in new construction, the consumer is the primary (only)
decision maker with respect to efficiency levels. Second, even though dishwashers and
refrigerators tend to be standard appliances specified in the new construction market, many
builders give the home buyers options on which appliances are installed, so again, consumers
are fairly influential. Replacements for all appliances considered here are typically
purchased at aretail establishment by the consumer.
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Implications for Tracking Residential Appliances

Data by decision type is probably not ascertainable at the manufacturer level, since most
manufacturers do not have the mechanism to (nor do they have an interest to) track sales past
the first distribution point. Furthermore, datato support market share tracking would not
likely be available from distributors (node A), unless the distributor can identify salesto
builders and contractors (indicating new construction installations) and sales to retail
establishments (replacement purchases or net acquisitions).

Collecting data at either the retail or end user-level (or both) is more sensible (nodes B, C,
and D) because the residential appliance market is dominated by retail distribution, and end
users have considerable influence and purchase appliances for both new construction, net
acquisition, and replacement installations.

Collecting residential appliance data directly from consumers is more feasible than other
measures because consumers are familiar with these products, and the brand/model numbers
of these appliances are easily accessible. This can be done via mail or telephone survey.

4.6 Residential Gas Water Heaters

Water heaters are often segmented into five product classes based on the primary heating fuel
(natural gas, electric, propane, oil, and solar), heating method (instantaneous or demand), and
whether a pre-heated supply of water is maintained (storage or non-storage unit).

Major factors determining water heater energy use are household usage, the number of hot
water-using appliances, inlet water temperature, delivery temperature, mechanical efficiency
of the heating element (recovery efficiency), the ambient conditions surrounding the unit, and
the thermal efficiency of the tank. The recovery efficiency is the most important technology
issue pertaining to gas water heaters

The overall efficiency of a gas water heater is measured by an energy factor (EF). The
energy factor isaratio of the delivered heat from the tank (in BTUSs) to the heat content of
the fuel input (in BTUs). Thisratio includes both the recovery efficiency and the thermal
efficiency of the unit. For a given water heater unit, this definition allows for direct
trandlation between rated efficiency and annual energy use. The biggest impact on heat
recovery efficiencies in gas water heatersis the loss of fuel energy with the exhaust
combustion gases. Standby losses also tend to be larger for gas units because the bottom of
the tank and the flue can not be insulated.

NAECA standards are defined as minimum EF, which varies by tank size. The existing
standard for gas-fired storage unitsis calculated as{0.62 — (0.0019 ~ tank volume)}. For a
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typical 30-gallon unit, thistrandates to an EF of 0.56 and an EF of 0.51 for a 60-gallon unit.
The standard is up for review in late 1999. Any new standards resulting from this review are
anticipated to put into effect in 2002.

Units with energy factors exceeding the standard are being manufactured. These units are
achieving higher efficiencies by capturing energy from moisture in the flue gases or by using
power venting or induced draft fans.

Review of the Market for Residential Gas Water Heaters

Figure 4-7 depicts the distribution channel of residential gas water heaters. A small number
of manufacturers account for amgjority of the gas water heaters sold in the United States.
These include A.O. Smith, American Water Heater, Bradford-White, and Rheem. Aswith
other industries, water heater manufacturers interact with distributors mainly through product
transfer. Through these interactions, distributors are providing the manufacturers with
market signals with respect to the products that market actors downstream are demanding.
Distributors, otherwise known as plumbing supply houses, act as intermediaries between the
manufacturer and either the plumber or the end user.

While the production of water heating equipment is their primary function, manufacturers
provide a significant amount of information to other market actors, primarily plumbing
contractors, builders, and equipment distributors. Such information generally pertains to new
equipment and products and is disseminated by literature, sales representatives, and trade
associations. One of the largest manufacturers, in particular, is very proactive in its efforts to
provide plumbing contractors with information, training, and technical assistance.

There are two primary channels of distribution — the retail channel and the wholesale
channel. The retail channel consists of national retail chainsthat generally procure product
centrally through a corporate buyer. Retail chains do not deal in the new construction
industry and account for roughly 51% of the entire residential market.

The wholesale channel, which primarily serves the residential new construction market,
consists of product distributors (generally plumbing supply distributors) who then sell
equipment and related products to plumbing contractors. While most manufacturers sell
through both the retail and wholesale channels, none sell directly to builders, primarily
because the manufacturer cannot provide the same quality of service as an equipment
wholesaler or retailer. Inlarge tract development projects, a wholesaler representative is
typically on the job site daily.

The distribution channels for new construction and replacement installations vary dlightly. In
new construction, the builder is the primary decision marker. The homeowner may have
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some input on the type of system placed in a custom home, but not in atypical tract home. In
areplacement situation, the consumer interacts directly with the plumbing contractor.

Figure 4-7: The Market for Residential Gas Water Heater
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Implications for Tracking Residential Gas Water Heaters

As mentioned above, the gas water heater manufacturing industry is fairly concentrated.
This consolidation appears to present a good opportunity to track market sharesin California
at the manufacturer level. Two factors, however, limit the usefulness of doing so. First,
interviews with manufacturersindicate that they are unwilling to provide detailed sales data
for proprietary reasons.13 Second, as with most measures, the mgjority of manufacturers use
well established distribution channels and do not have the mechanism (nor do they have a
desire) for knowing where the water heaters are ultimately purchased. Manufacturers are
simply too far upstream from the end user.14

13 SeeEPRI, 1997. Thisfinding was corroborated during interviews with manufacturers conducted for RER’s
Residential New Construction Market Effects Study. Note that the EPRI report also cites the following as
reasons for not tracking sales data from manufacturers. 1) manufacturers do not view tracking sales data as
important, 2) they currently provide data to trade associations (AHAM) and are unwilling to provide datato
another source, and 3) they do not want to jeopardize relationships with distributors by imposing tracking-
related constraints, as reasons for not tracking sales data from manufacturers.

14 See Section 6 for a discussion on the usefulness of collecting data at multiple market nodes.
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A more viable option is to collect sales data from distributors (node A) or plumbing
contractors (node B). Doing so would enable inferences about sales to specific geographic
regions as well as new construction and replacement installations, and would put forth the
opportunity for collecting data on competing technologies, such as high efficiency electric
water heaters. Water heater sales are tracked in Wisconsin by means of a customer survey
(nodes E and F). Although the customer survey has proven to be successful in collecting
data for some appliances, the system has produced only marginal data on water heaters.
Obtaining water heater efficiency data from building departments (node D) or on-site surveys
are other options for customer-level data. Building department data, however, would only be
applicable to new construction installations.

4.7 Residential Windows

Residential window technology is described in terms of glazing and frame type. For
residential windows, there are four basic glazing options and three frame options. Glazing
options include: single-pane clear, single-pane tinted, double-pane clear, and double-pane
tinted. Frame options include aluminum, wood or wood-clad, and vinyl. In addition to these
basic options, several advanced glazing technologies have been developed to increase the
energy efficiency of residential window systems. These technologies are described below.

m Argon or Krypton Gas Fills. Traditionally, the space between glazing layers
in double-paned windows was filled with air or flushed with dry nitrogen before
sealing. Filling the space with a less conductive gas results in better thermal
performance of the window unit. Manufacturers have utilized both argon and
krypton fills, resulting in awindow system that reduces heat loss relative to
traditional double-paned systems.

m Low-E Coatings. A low-emittance (low-E) coating is designed to reduce heat
loss but to admit passive solar gains. These windows are best suited for cold
climates but can be disastrous in a very warm climate, where they will cause a
very significant increase in cooling energy use. A second type of low-E coating is
designed to reduce heat gain in summer while still reducing heat loss in winter.
Thistype of low-E coating is described as “spectrally selective.” These windows
are suited to any climate where there is a significant cooling load.

These window components can be combined in different ways and styles, resulting in a vast
array of residential fenestration options. However, the primary parameters affecting the
energy-related performance of aresidential window system can be described by the
properties listed below.
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m U-Factor. The U-factor isameasure of how well awindow keeps heat inside the
home. Lower U-factorsimply better insulating properties. U-factors range from
1.3 for asingle-pane clear window with an aluminum frame to 0.15 for atriple-
pane window with krypton-gas fill, and a vinyl frame with warm-edge spacers.

m Solar Heat Gain Coefficient (SHGC). The SHGC measures awindow’s
ability to prevent heat gain caused by sunlight. Lower SHGCs imply that the
window transmits less heat into the home. SHGCs range from 0.74 for asingle-
pane clear window with an aluminum frame to 0.29 for a double-paned window
with spectrally selective low-E glazing.

m Visible Light Transmittance (VT). The VT measures how much visible
sunlight is transmitted through awindow. Higher VTs mean that more visible
light is transmitted in the home. There is a tradeoff between lower SHGCs and
higher VTs. VTsrange from 0.69 for a single-pane clear window with an
aluminum frame to 0.35 for a double-pane bronze- or gray-tinted window.
Spectrally selective glazing and low-E glazing allows for higher visible light
transmittance (0.55 and 0.52 respectively), while allowing for improved SHGCs
(0.37 and 0.52 respectively).

= Air Infiltration (Al). Air infiltration is measured in cfmV/ft>. In cold climates, air
infiltration increases heating loads. In warm climates, infiltration contributes to
discomfort and higher cooling loads by increasing the humidity level in the home.
Air infiltration also contributes to condensation problems.

The National Fenestration Rating Council (NFRC) is a nonprofit, public/private, trade
organization consisting of manufacturers, suppliers, builders, architects and designers,
specifiers, code officials, utilities, and government agencies. The NFRC has instituted a
voluntary national energy performance rating and labeling system for fenestration products.
The rating system is based on whole product performance that accurately accounts for the
energy-related effects of al of the products component parts. At thistime, NFRC labels
provide ratings for U-factor, SHGC, and visible light transmittance. In the near future, labels
will include infiltration rates (AL) and an annual heating and cooling rating.

California’s Title 24 Energy Efficiency Standards mandate the energy efficiency of glazing.
These standards vary by CEC climate zone and performance package used for compliance.
In particular, Title 24 mandates the maximum percentages of glazing area (total area, total
non-South facing area, and total South facing area) maximum U-values, and, depending on
the component package used, the maximum shading coefficient.1>

15 The shading coefficient indicates the window’ s ability to control heat gain. A wall has a shading coefficient
equal to 0.0, and an unshaded, unscreened 1/8-inch sheet of glass has a shading coefficient equal to 1.0. The
use of special tints and low-E glazing will reduce the shading coefficient. Shading coefficients are
particularly important in desert climate zones (CEC zones 14 and 15) and in areas where there is excess
glazing on the East, West, or South elevations.
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Review of the Residential Window Market

Figure 4-8 illustrates the market for residential windows. Window manufacturers interact
primarily with flat glass manufacturers, window distributors, and builders. Because
manufacturing is demand driven, the builders and distributors (those that demand the
product) have a great deal of influence on manufacturing decisions and the characteristics of
the windows produced.

Manufacturers interact with flat glass manufacturers and distributors mainly through product
transfer. Nationwide, thousands of window manufacturers exist, who tend to produce a
variety of window and non-window products. The largest window manufacturers have
international distribution networks. About 12 to 20 firms can be classified as “large”
manufacturers, producing more than 1,000 windows per day. The four largest window
manufacturers — Anderson, Marvin, Pella, and Weather Shield Manufacturing — account for
about 20% to 30% of the overall market (Eto, Arasteh, and Selkowitz, 1996). Roughly 200
medium-sized manufacturers account for roughly 30% to 50% of the window market. The
majority of window manufacturers are small firms having small, localized areas of
distribution. Although they number in the thousands, their combined share of the window
market is estimated to be less than 20% (Eto, Arasteh, and Selkowitz, 1996).

The window manufacturer buys the glass for windows from a flat glass manufacturer and the
distributors sell the units that the manufacturer produces. Window manufacturers either
exclusively own their own distribution companies or sell to an independently owned
distributor. Window manufacturers mostly employ either a “two-step” or a “one-step”
distribution process. Two-step distribution involves selling product to distributors, who then
sell to ether contractors (for installation in new homes) or retail stores (for purchase by
contractors and homeowners). In contrast, one-step distribution is the sale of product from
the manufacturer directly to the builder or contractor. One manufacturer in particular has
about 100 exclusive distributors nationwide to handle its product line. Another manufacturer
estimated that more than 90% of its units are distributed through a one-step system by using
independent distributors.

Roughly 35% of the builders purchase windows directly from the manufacturer; the
remaining 65% are equally split between purchasing from a window distributor or from
subcontractors (RER, 1998). With the primary objective of increasing sales and
brand/company loyalty, manufacturers provide a great deal of equipment information relating
to new technologies and materials. There are severa means by which manufacturers
disseminate information to the marketplace, including in-person contact between a
manufacturer (sales) representative and the builders, trade literature, and trade association
meetings and conventions.
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New construction and replacement distribution channels in the window market vary slightly.
In the new construction market, the homeowner may have some input on the type of
windows placed in a custom home, but not in atypical tract home. Inretrofit installations,
the consumer might hire awindow consultant or work directly with a contractor.

Figure 4-8: The Residential Window Market
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Implications for Tracking

Both measure and market characteristics provide useful clues for tracking the market shares
of residential windows in California. First, characteristics of windows help define the type of
datathat need to be collected. In particular, tracking residential window installationsin
California requires the collection of both U-values and SHGC. U-values provide an overall
indicator of the efficiency of the window assembly (glazing, frame, fill, and spacing), while
the SHGC measures the window’ s ability to prevent heat gain caused by sunlight.

The window market is somewhat unique from that of other priority measures. In particular,
the manufacturing industry is comprised of numerous manufacturers, the mgjority of which
have local areas of distribution. As such, window manufacturers (node A) could be useful
data suppliers (those located in California are likely to distribute products in California),
provided the largest manufacturers can estimate shipments to California.16 It isuncertain,
though, if manufacturers can provide sales data by decision type. Window contractors and

16 Discussions with NFRC revealed that shipments to California account for about 15% of the total U.S.
window market.
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retailers (nodes D and C) should also be considered, as they would likely be the best
suppliers of sales data for windows for retrofit installations.

As with most residential measures, one option isto collect data at the end-user level (nodes G
and H). The most appropriate vehicle for obtaining efficiencies of installed residential
windows is through building department data (node F), or from builders themselves (node E).
Other options, such as on-site surveys, are as useful; while information about frame type and
if the window is single, double, or triple glazed can be obtained during an on-site visit, U-
values and SHGC are not obtainable after the window assembly is installed.

4.8 Nonresidential Windows

In contrast to residential windows, which consist of glazing and a frame that is pre-built, the
glass for nonresidential windows is usually installed on-site. Consequently, the efficiency
measures described below refer to the glazing, not to a complete window system.

In California, space cooling and lighting are the largest energy uses in nonresidential
buildings. Asaresult, the focus of nonresidential glazing efficiency has been the reduction
of solar gains while increasing the transmittance of visible light. Until recently, the primary
glazing aternatives available for reducing cooling loads in new nonresidential buildings
included tints and reflective coatings. Recent advances in “spectrally selective’ glazing
allow for higher transmittance of visible light while reflecting radiation outside the visible
spectrum.

For glazing products, the following parameters have an important effect on cooling loads:
the solar heat gain coefficient and the visible light transmittance.

m Solar Heat Gain Coefficient. The SHGC measures a window’s ability to
prevent heat gain caused by sunlight. Unlike the shading coefficient (SC), which
only accounts for heat gain due to directly transmitted solar radiation, the SHGC
takes into account the portion of the solar radiation that is absorbed by the glass
and re-radiated inward.

m Visible Light Transmittance. The VT measures how much visible sunlight is
transmitted through awindow. A new parameter, the luminous efficiency constant
(Ke) is beginning to appear in manufacturers' literature. Keistheratio of the
visible light transmittance to the shading coefficient. Clear glass has a K. of about
1, while the ideal window for a commercial building—one which transmits all
visible light while blocking the rest—would have a K. of about 2. Reflective
glazing has a K¢ of less than 1.

m U-Factor. The U-factor isameasure of how well awindow keeps heat inside the
building. Lower U-factors imply better insulating properties.
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For retrofit applications, solar control films can be applied to the interior of the window.
These products typically darken awindow and give a mirror-like look to the glass. However,
at least one firm, Southwall Technologies, manufactures a self-adhesive film with properties
similar to spectrally selective low-E glazing.

Estimating energy savings from efficient glazing or retrofit window film usually requires the
use of a building simulation model such as DOE-2.2. Thisis because the glazing impacts
both heating and cooling loads. Lighting loads are also impacted by glazing changes, which
further impact HVAC loads.

California’s Title 24 Energy Efficiency Standards mandate the energy efficiency of glazing.
These standards vary by CEC climate zone and performance package used for compliance.
In particular, Title 24 mandates maximum U-values and maximum shading coefficients of
windows installed in nonresidential buildings.

Review of the Market

The market for nonresidential windows is depicted below in Figure 4-9. In the nonresidential
market, a glass company interacts with aflat glass manufacturer and the builder through
product transfer and possibly installation. The builder will order glass for the windows
needed in a building from a glass company. The glass company orders the flat glass with the
specified tint or glazing for the windows, delivers, and may even install the glassin the
building. Films are typically aretrofit measure, but are also applied in new construction
buildings. Manufacturers of window films interact primarily with independent dealers and
distributors.

The major manufacturers for nonresidential windows (glass) include AFG Industries,
Cardinal |G, Libbey-Owens-Ford, and PPG Industries. The major manufacturers of window
films include Courtaults Performance Films, ITD Industries, Southwall Technologies, and
3M Construction Markets.

The distribution channels for new construction and retrofit activities vary slightly. A builder
may go directly to a glass company for the windows (glazing) for the building or they may
use an independent window contractor. As mentioned above, retrofitting a commercia
window is typically done with the application of afilm. The distribution channel is identical
in either case.
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Figure 4-9: Nonresidential Window Market
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Implications for Tracking

As with residential windows, more than one efficiency parameter should be tracked to
indicate overall window efficiency. For nonresidential windows, these indicators are glazing
type and SHGC values.

It is important to note here that, because of the interaction between windows, lighting, and
heating and cooling systems, it would be misleading to make inferences about overall
building energy efficiency strictly from window efficiency data. In particular, trade-offs are
occasionally involved between overall window efficiency and the building heating and
cooling loads and lighting energy usage. For example, increasing the tinting would increase
window performance relative to space conditioning, but may lead to increased lighting usage.
One would also need to assume that the window types are chosen appropriately for the
climate, as some glazing is designed specifically for heating climates. Cooling loads might
increase should this material be installed in buildings located in a cooling-dominated region.

Tracking window efficiency parameters in the nonresidential sector should target window
contractors (node A) who are involved in either new construction and retrofit installations, or
both. Window and window film manufacturers are less likely to know geographic region or
the decision types of installations (or neither). Building operators or managers (node E) are
involved in retrofit decisions, but might not be able to supply the required efficiency
parameters, nor would they be likely to know the parameters of new construction
efficiencies. One alternative isto collect data from builders (node B), but doing so would
only provide information on new construction installations. As with residential windows,
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efficiency parameters are not likely to be obtainable at the end-user level, except from
compliance forms submitted to building departments (node C).

4.9 Nonresidential HVAC Equipment: Chillers

Chillers are classified as central plant equipment, which is typically segmented by Chillers,
Heat Rejection Equipment, Air Handling Units, Terminal Units, and Building Automation
Systems. Major trends of the U.S. central plant equipment market include the following:

m  Theuse of dternative refrigerants.

m  The growing importance of indoor air quality (IAQ) and an emphasis towards the
measurement of |AQ and the quantification of productivity/personal comfort.

m  Energy efficiency. Operating costs are becoming a more prominent issue. As
such, utility rebates are growing in importance and ESCO services are gaining in
prominence.

m  Microelectronics now contribute to more product-oriented controls and building
automation systems.

m  Environmental issues are increasingly important as recycling, waste handling, and
global warming, as well as ozone depletion, are repeatedly broached in the press.

m  Thereisnew legidation being drafted that affects tax standards and forces
environmental compliance.

m  Finaly, thereis anincreasing globalization of suppliers and customers.
Chillers, specifically, can be segmented according to the following attributes:

m  Size (unitsand dollars for different tonnage),

m  Type of compressor (screw, scroll, reciprocating),

m  Type of heat rgection (air cooled, water cooled and condensorless),
m  Efficiency (kW/ton),

m  Building type (hospitals, lodging, manufacturing, office, etc.),

m  Typeof fuel utilized,

s Manufacturers,

m  New versusretrofit/upgrade and

m  Refrigerant used.

The chiller market is primarily segmented by reciprocating liquid chiller packages (RLCP),
large tonnage liquid cooled (LTLC), absorption chillers, and gas engine chillers. Each of
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these large categories includes various classifications. Tracking market shares of chillers
should necessarily account for these segments.

Review of the Chiller Market

Figure 4-10 depicts a simplified distribution channel for chillers. As shown, the key market
actors include manufacturers, mechanical contractors and engineers, builders/developers, and
building managers and operators. A relatively small number of manufacturers produce
chillers, namely Y ork, Carrier, Lennox, McQuay, and Trane. Because chiller design is site
specific, most chillers are sold before they are assembled. The builder/developer and
mechanical contractor/engineers design the chiller system and specify the equipment,
including water cooling coils, pumps, cooling towers/evaporative condensers, and controls.
The building owner has significant input into the operation and maintenance protocol and
HVAC system operation.

The key characteristic to chiller systemsis that they are customized to meet the building’s
unique load profile. Thus, the efficiency level of the actual chiller represents only a portion
of the achievable savings potential. Other factors include distribution system design,
controls, and optimal equipment sizing. Building operators or managers typically make all
chiller upgrade or retrofit decisions, though these decisions are made with considerable input
from mechanical contractors or engineers. Large customers typically plan replacement far in
advance of equipment burn-out.

Figure 4-10: The Chiller Market
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Implications for Tracking Chillers

Because most chillers are custom built and the manufacturer (a manufacturer representative)
isinvolved in new and replacement chiller installations, tracking the market shares of chiller
equipment appears to be relatively straightforward. The methodology for tracking market
shares of chillers by size and efficiency level could reasonably be accomplished through the
collection of sales data directly from chiller manufactures (node A). Discussions with
industry experts reveal that most chiller manufacturers know where their equipment is
installed and even the identity of their customers.

As mentioned above, because chiller systems are unique to the building in which they are
installed, alarge portion of the cost-effective energy savings is achievable not just through
equipment specification, but through the overall system design, operation, and maintenance
practices. |dedlly, therefore, it might be beneficial to consider tracking sales of the chiller
itself, in addition to system optimization, optimal equipment sizing, and related operation and
maintenance practices (O&M). Doing so could logically be accomplished via an on-site
survey of customers with built-up chiller systems (nodes D and E). Building departments
(node C) are an option for new construction installations.

Tracking other attributes, such as chiller system optimization, presents some formidable
obstacles, but would also be done at the site level. First, one must derive an adequate and
useful definition of “ market share” with respect to these practices. Note that chiller system
optimization typically involves motor retrofits/replacements, and the installation of ASD
fans, both of which are considered priority measures for tracking and are discussed in more
detail below in Subsection 4.11.

4.10 Nonresidential HVAC Equipment: Energy Management
Systems

Energy management systems (EM Ss) are computer-based control systems that centralize and
coordinate the operation of HVAC equipment in nonresidential buildings. While the Needs
Assessment phase of this study specifically identified HVAC controls as a tracking priority,
EM Ss can manage a variety of building functions such as lighting, security, and fire safety
equipment. Combined, an EM S has the potential to increase energy efficiency by automating
the building’s mechanical systems for optimal comfort levels while using the least amount of
energy.

Within this competitive market, four companies are believed to constitute over half of the
EMS manufacturing sales. Honeywell, Johnson Controls, Siemens Building Technology
Landis Division, and Siebe Environmental Controls. The remaining portion of the market is
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composed of many smaller manufacturers. Among the manufacturers, efficiency standards
have not yet been created, nor is there an industry trade organization.

Review of the Market

Figure 4-11 illustrates the smplified structure of the EMS market. In general, manufacturers
(node A) use a variety of distribution methods to reach the end use customer. Most
frequently, authorized distributors (node C) and independent authorized contractors (node D)
are used to work with mechanical contractors for installing EMS in new buildings. However,
manufacturers also sell their products to OEMSs (original equipment manufacturers; node E)
or use their own distribution system, sales offices (node B), to work directly with the
mechanical contractorsin designing a system.

For retrofits, end users will use an engineering contractor to perform the sameroleasa
mechanical contractor. In these cases, the engineer will identify the magnitude of the retrofit
and work with distributors or sales offices to coordinate purchases and installations.

Figure 4-11: Energy Management System Market

¢ Building
Dept.
|@ Builder < > (J BldgOwner/
»|  Sales Office Site
y
A
[@® 2roreq | Mechanical New
> Agthprlzed Contractor Construction
Distributor R
Manufacturers  f— Engineering )
Contractor [¢—» 1] Bldg Mgr Retrofit

5| Independent andloélswner/
(@@ Contractor ite

» @

OEM

Supply Demand

Implications for Tracking

Tracking EMS installation in new and existing buildings presents a somewhat interesting
problem, because there are no efficiency levels are associated with energy management
systems, per se. Market shares in this case could be defined as the percentage of eligible
buildings with an HVYAC EMS. Note that tracking EMS installations might imply
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appropriate and optimal use of the EMS, but not necessarily so. Another aternative would
be to track the use of specific space conditioning controls, which may or may not be
controlled by an EMS. Examplesinclude, but are not limited to, the following:

m  Time of day scheduling (have programmable thermostat, time clock),

m  Zonetemperature control (can control temperature of different areas with one
system),

m  Static pressure control (automatic control of supply fan to maintain duct static
pressure at set point),

m  Morning warm-up, (gradual heating of building before beginning of workday)
m  Night Purge (bring in outside air over night),

m  Supply air reset (supply air temperature is varied and digitally controlled),

m  Economizer (enables use of outside air to cool or heat), and

s Optimum start (gradually cooling of building before beginning or workday). 17

Datafor tracking market shares of EM Ss should be conducted at either the distributor level
(nodes A — D, but B and C in particular) and/or through mechanical contractors who perform
installations (node E). Because there are several different avenues of distribution, it might be
easier to identify and sample mechanical contractors. Another optionisto collect
information on EMS installations directly at the site via on-site surveys (nodes G and H); the
appropriate contact would be a building owner or facility manager. On-site surveys would
also provide more reliable data on EMS installations by building type and size. Building
departments (node F) are another option for new construction installations of HYAC
controls.

Datafor tracking the use of space conditioning controls, such as those listed above, would
need to be collected from final end users (node H) via mail, telephone, or on-site survey.
Again, the appropriate contact would be a building or facility manager.

17 Several Needs Assessment interviewees did, in fact, comment that installation of certain technologies does
not necessarily to higher levels of energy efficiency; the use of these technologiesis also afactor. Tracking
the use of certain air distribution controls — either through an EMS, programmable thermostat, or other
device, could provide an more accurate indicator of HVAC system energy efficiency.
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4.11 Nonresidential Motor System Measures: High Efficiency
Motors and Adjustable Speed Drives

Electric motors and motor-driven equipment consume about 70% of the electricity used in
the U.S. industria sector (U.S. DOE, 1996) and 57% of total U.S. electrical consumption
(Nadel, Shepard, €t. al., 1992), making this sector a prime target for energy efficiency
concerns.18 The most commonly used motor is the integral horsepower (>1 HP), AC,
squirrel-cage, polyphase induction motor. Over two million of these units are sold each year,
of which more than 60% of the unit sales are rated at below 5 horsepower (HP). However,
on the basis of annual capacity sold, AC induction motors rated at more than 20 HP account
for over 70% of the capacity sales (and only 15% of unit sales).

High efficiency motors and ASD drives are two elements of a motor system, hence they are
considered together here as motor system measures. For the purposes of measure tracking,
motors are segmented into HVAC and non-HV AC applications. This distinction is necessary
because motor operation for HVAC applications is significantly different than that for non-
HVAC applications. Energy use characteristics for these two motor classificationsillustrates
the need for this distinction. HVAC motor energy use is best calculated using a building
simulation program such as DOE-2, whereas non-HVAC motor energy use can be calculated
much more simply as a function of motor size, efficiency, and load profile.

A description of the measures, tracking segments, market characterizations, and tracking
impacts are discussed below.

Measure Description
Adjustable Speed Drives

Although motors are designed to operate at constant speed, the machines they drive often do
not require full output for alarge part of the time they are operating. Throttling devices such
asvalves, inlet vanes, or dampers are typically used to adjust the output of these machines.
Such control devices have been compared to driving a car with the accelerator floored and
using the brake to control speed. ASDs offer a more efficient alternative. The desired
machine output is achieved by adjusting the motor speed rather than using a throttling device.

18 Oneinterviewee during the Needs Assessment phase of this study estimated that electric motors make up to
60 to 70% of California s electricity demand. “For cost-effective demand reduction, emphasis must be
made on motor demand. Anything else is dealing with the narrow end of the wedge.” Interestingly enough,
this interviewee also explained that the greatest potential for large energy savings is through variable speed
drives and the modification of pumps and fans with “realized savings as large as 60% with no reduction in
work output ... So-called energy efficiency motors produce savings in the 5 to 6% range and are rarely cost
effective except in [the] long term.”
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In regards to the physical configuration of an ASD, the units are usually contained in a box
that islocated as close as possible to the motor or motors being served. The predominant
ASD technology is the Pulse Width Modulated (PWM) ASD controlling a squirrel cage
induction motor. PWMs use computer software to control/create the modulated frequency
and voltage delivered to the motor. These are the most common type of ASDs and are
available for alarge number of motor sizes.

Centrifugal pump and fan applications are by far the most common applications for ASDs.
Together, fans and pumps comprise more than 40% of the total motor-related electricity
consumption in the manufacturing sectors or approximately 18% of the total manufacturing
electricity consumption (Suozzo and Nadel, 1998). In these applications, speed control is
used to regulate the flow of aliquid or gas. A large proportion of flow control drives are
used in building heating, ventilating, and air conditioning (HVAC) systems. Municipal water
and waste treatment systems also represent a substantial market for adjustable speed drives.
There are many other applications for flow control drives in industrial processes.

One important issue that affects application potential is the distinction between energy
efficiency versus process control applications of ASDs. An energy efficiency application is
one where the goal is saving energy by better matching device operation to the load. A
process control application is one where the primary goal is to control the speed of a process.
Examples include conveyor belts and assembly lines. The issue here is that process control
ASD applications should not be considered when evaluating energy savings potentials for
ASDs.

High Efficiency Motors

Motor efficiency standards are established by the National Electrical Manufacturers
Association (NEMA) for general purpose, polyphase, squirrel-cage, 1 to 200 HP induction
motors. Two categories of motor efficiency are specified: “standard” and “energy efficient.”
Energy efficient motors are those that exceed the standard efficiency ratings. This includes
motors that are compliant with the energy-efficient motor ratings, as well as “premium
efficiency” motors that exceed the energy-efficient ratings. The NEMA standards for
energy-efficient motors were adopted into law by the Energy Policy Act of 1992 (EPAct
1992), which specifies that al motors in this category manufactured after October 1997 are
required to meet these efficiency requirements.

Prior to the passage of EPAct, many utility programs were set up to encourage the use of
energy-efficient motors. Now that EPAct motor efficiency requirements have been activated,
there is probably no need for such promotions, unlessthere is a desire to accelerate the use of
these motors for retrofit applications. One uncertainty is how long it will be before the
manufacturers and OEM vendors exhaust their supply of old standard efficiency motors.
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Another question concerns motors that are rewound instead of replaced. While new motors
fall within the mandatory requirements of the EPAct, motor repair standards are voluntary.
The Electrical Apparatus Service Association (EASA), is atrade organization that has
created motor repair standards. However, because of the standard’s “rigor and burdensome
record-keeping requirements, ... only three shopsin the U.S. qualify as EASA-Q certified”
(Suozzo and Nadel, 1998 page 138).

HVAC Motors. Thismotor category is limited to HVAC motorsthat can be replaced, (e.g.,
if the motor in the system fails), you would replace the motor rather than the whole pump/fan
unit. Package HVAC units are excluded from this group. Typical HVAC motor applications
include air distribution system fans, cooling tower fans, chilled/hot water circulation pumps,
and chillers. High efficiency motors could potentially be used for any of these devices but
typically are not because this equipment is purchased from OEMs as a complete unit. ASDs
can also be used for any of these devices, but by far the most common application is on air
distribution system fans for a Variable Air Volume (VAV) type system.

One engineering contractor commented that use of ASDs for VAV systems is actually
becoming standard practice in some markets due to decreased price and increased reliability.
Title 24 may also be indirectly encouraging the use of ASDs. Fans greater than 50 HP are
required to have special controls that limit energy use at a given fraction of load. There are
mechanical control devices that can be used to meet this requirement, but it may be that
ASDs are more cost-effective when additional energy savings are considered, hence the
apparent tendency towards using these as standard practice.

Non-HVAC Motors. This motor category encompasses primarily industrial motors such as
pumps, fang/blowers, air compressors, and other process applications. High efficiency
motors would be especially applicable to larger motors with long operating hours. ASDs are
most applicable to large HP motors which operate more than 2000 hours per year and have
loads that very over time, typically by at least 30% of full load. There are application
opportunities in aimost any industry, but pumps and fans/blowers in water treatment facilities
have been one of the most common applications. However, ASD applicability is highly
dependent on the process specifics.

ASDs are most applicable to centrifugal devices. The industrial fan market is dominated by
the centrifugal fan, which accounts for more than 90% of fan energy consumption. From
these statistics, there are many potentia applications. The fan manufacturers tend to be
decentralized and no manufacturer has more than 12% of the market. Centrifugal pumps
represent 80 to 90% of annual sales and account for 25,000 to 30,000 pumps sold annually.
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Review of the Motor Systems Market

Figure 4-12 provides a very smplified illustration of the motor systems market for the
measures that are the focus of this study.

m  The market path starts with the motor, ASD, and mechanical equipment (pumps,
fans, etc.) manufacturers. Several companies make both motors and ASDs, hence
the dotted line in the figure. In fact, some motors and ASDs are integrated
together into a drive system (28% of ASDs), but most motors and ASDs are
shipped as separate units.

s Motors, ASDs, and mechanical equipment go to OEM’s for assembly into motor-
driven products (pumps, fans, etc.), or directly to distributors for sale to
contractors or end users. Interms of number of units shipped, motors and
mechanical equipment go primarily to OEM’s while ASDs go primarily to
distributors (95%).

m  Motors, ASDs and/or mechanical equipment for custom applications (large
motors, special processes, etc.) requires direct interaction of end users and/or their
consultants/contractors with the manufacturers. A good example is pumps for
municipal water and waste treatment plants. For these projects the pump
manufacturers usually specify, build, and install the whole project.

m  For the replacement market, the path depends on whether or not the end users
motor system is one for which the motor and motor driven mechanical equipment
are separable. If they are assembled as a unitary device and are not separable, then
an OEM will be involved. If they are separable, then the end users options are to
replace the entire unit, to replace the motor, to rewind the motor, or to replace the
motor-driven mechanical equipment (pump/fan).

m  Rewinding of motorsisimportant because it affects the assessment of potential for
replacing existing standard efficiency motors with high efficiency motors.
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Figure 4-12: The Nonresidential Motor Systems Market
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The major manufacturers of electric motors include Baldor Electric, General Electric,

Magnetek, Marathon Electric, Reliance Electric, Siemens, and Toshiba. These

manufacturers sell well over half of all their unitsto OEMs. The remaining units are sold
either through motor distributors or directly to end-users. It is unknown how many of the
motors sold through the distribution channel go to new applications or to replace a burned

out motor.

Retrofits and motor repairs are based upon decisions made over just days, not weeks. In
many processes, the lost time of motor operation costs more than the replacement of the
motor itself. Asaresult, most retrofits and replacements are obtained through established
relationships with distributors. In many cases, replacements are made from available

distributor stock.
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High Efficiency Motor Market. Motorsinthe 1 to 200 HP range comprise more than
half of the AC induction motor sales and 25% of the annual energy consumed by integral HP
motors.1® In 1996, the estimated share of energy-efficient motors was 25% of all units sold,
with nearly half occurring in the distributor sales market. Thisisin part aresult of utility-
sponsored rebate and incentive programs. Sales of energy-efficient motors in the OEM
market are low, around 10%. Results of an extensive study of industrial motors recently
completed by the DOE, 1996 shows that energy-efficient motors account for 9.1 percent of
all motors currently in use, with the highest concentration (25.5%) in the 101- to 200 HP
range. Motor repair shops have indicated that they are beginning to repair a significant
amount of energy-efficient motors.’® This seemsto indicate that new energy-efficient motors
are replacing less energy-efficient motors.

In general, although large motors (greater than 200 HP) as a group consume more electricity
than small motors, the potential savings from implementing energy-efficient motorsis higher
with smaller motors because of the greater potential for improvements and also because the
current penetration of efficient motorsis lower in the smaller size classes.

ASD Market. The ASD industry is still somewhat immature, although some specific
applications are quite mature. 300,000 drives were sold last year. 15 companies account for
about 90% of the market, and only two companies account for about 40% of the market.
Currently, growth in the market has slowed to 3% to 8% due to Slumps in the Brazilian and
Asian economies. Asaresult, there appears to be some consolidation of the industry going
on with smaller firms merging or being purchased by other competing firms.

The major manufacturers of ASD drives include Reliance/Alan-Bradley, ABB, and Y askawa,
which manufacturers units for resale under the trade names of MagneTek, IDM Controls,
EMS, and SAFTronics. Note that severa of these manufacturers are also major motor
manufacturers. Most ASDs are manufactured here in the United States, with 15% of these
being exported. About 95% of all units are sold through distributors and the balance are sold
to OEMs. Approximately 20% of sales are replacements. However, units are typically
replaced not due to burnout, but to upgrade to the latest technology in order to further
increase production efficiency.

One source stated that 15% of motors in the existing market are controlled by ASDs and that
most of the larger motors are aready outfitted with drives, hence the largest potential for
growth isin the smaller HP market (essentially HVAC). Although energy use is much less
for the HVAC motor sector than the non-HVAC motor sector (afactor of 3 or 4), there are

19 SeeU.S. DOE, 1996.

4-40 Review of Markets for Priority Measures



Efficiency Market Share Needs Assessment and Feasibility Scoping Sudy

many more HVAC motors and hence greater sales potential. The market average size of
ASD unitsreflects this trend; last year it was 15 HP versus 18 HP for the previous year.

HVAC/Non-HVAC Market. Energy usefor HVAC fans and pumps in the commercial
and industrial sectorsis about 7% of total U.S. motor energy use. Although thisisa
relatively small amount of motor energy, there are many smaller motors. Energy use for
non-HVAC pumps and fans is 48% of total U.S. motor energy use. Energy use for non-
HVAC compressors is estimated at 16% of total U.S. motor energy use.

Implications for Tracking Motor Measures

The complexity of the motor systems market presents a tracking challenge for several
reasons.

®  Thedearth of applications (HVAC and non-HVAC, pumps, fans, motors, etc.)
and motor system configurations (motor only, integrated motor/driven device,
separable motor/driven device, rewind issues, etc.) would make data gathering
quite complicated and costly.

®  Relatively detailed knowledge of the end use application is required in order to
thoroughly evaluate ASD potentials. This essentially implies the need for an on-
Site survey.

®  Because of the many market paths available to the end user, some data would
have to be gathered from all of the market players (manufacturers, distributors,
OEMs, contractors, and end users) which would be difficult and cost prohibitive.

®  Manufacturers have no interest in looking at state-level activity trends, and they
do not have the resources to commit to such alimited scope effort. Their
concerns are at a national, or even aregional (e.g. North America) basis.

Although some sources of motor and ASD tracking information exist, there are no data
available at the level needed to track these measures for California. For instance, NEMA
collects motor shipment statistics from its members on a quarterly basis. DrivesMag, an
internet magazine for the motor controls trade, gets quarterly information on ASDs from
most of the major manufacturers, but these are dollar-sales numbers and they are for the
North American (U.S., Canada, and Mexico) market.20 One other source of ASD
information was Automation Research Corporation (ARC), a marketing information
company. A.R.C. has detailed information about the ASD market and good, long term
connections to the manufacturers. However, the ARC data only represents a “snapshot” not a
guarterly basis, statistics are on a dollar-sales rather than unit basis, and the market is again
North America.

20 See http://www.drivesmag.com.
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One possible option might be to collect data from end users (nodes B) and/or those working
for end usersin consulting and contracting (node A). However, because consultants and
contractors might be difficult to identify, and because of the number of eligible ASD
applications required to calculate a market share, collecting the required data via on-site
surveys of end users is probably the only viable means for tracking motor systems
equipment, particularly for retrofit installations.

In regards to tracking of high efficiency motors, the impact of EPAct would need to be
considered and in fact might make it difficult to assess the effect of any high efficiency motor
program. Since high efficiency motors are now mandated by law, they will gradually (or not
so gradually) take over the entire 1 to 200 HP motor market as existing supplies of standard
efficiency motors are exhausted.

In regardsto tracking of ASDs, on-site data collection would have to include not only motor
information (size, control type, age, efficiency, etc.) but also relatively detailed information
about the motor system application (HVAC or non-HVAC, pump, fan, etc.). For HYAC
motors, data would have to include not only motor characteristics such as size, application
type (air distribution fan, cooling tower fan pump), and existing fan/pump control type (one-
speed, two-speed, throttle valve, etc.), but characteristics of the HVAC system configuration
such as HVAC system type (VAV, CV, etc.), and other inputs required to do a building
simulation.

For non-HVAC motors, athough the data collected would be fairly straight-forward, the
collection effort would probably require an extensive amount of work to collect data.

The challenge would be to collect data at the required level of detail for the many motors
contained in atypical manufacturing facility. Another challenge would likely be gaining
access to the facility in the first place. Most manufacturers are on tight production schedules,
and there is evidence to show that as aresult, not many would participate in such a survey.
However, if on-site surveys of industrial sites were to be conducted, the DOE’s recently
completed study “United States Industrial Motor Systems Market Opportunites Assessment”
provides some excellent guidelines on how such a study should be conducted.
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4.12 Compressed Air Optimization

Air compression systems are as essential as electricity, gas, and water in the manufacturing
industry and represent a major cost of production. Compressed air systems are used to power
tools, equipment, and industrial processes in the chemical, plastics, glass, pulp and paper,
electricity generation, textiles, petroleum, automobile, and aircraft industries. Configurations
for compressed air systems vary greatly, but all systems contain the following basic
components. an electric motor, compressor air-ends/package, filters and/or dryers,
pressurized air reservoirs, distribution piping and valves, and point-of-use tools.

Each year, more than one million compressed air systems are sold, of which 98% are 5 HP or
smaller. These smaller systems are primarily sold to commercial and residential markets,
where they receive relatively low usage. Thus, these small units only account for 12% of the
annual compressor energy consumption. Large compressors of 25 HP or greater, consume
80% of the electricity of new units, while accounting for less than 1% of unit sales.

The Compressed Air and Gas Institute sets compressed air standards, though compliance
with the organization standards is voluntary. Instead, major manufacturers dominate
decisions of equipment specification. Asaresult, data accuracy and standard compliance
vary greatly across compressor types and manufacturers.

Despite their wide use in industrial facilities, air compression systems are highly inefficient,
converting less than 20% of the energy input into compressed air power. Significant sources
of energy losses in a compressed air system include air leaks, improper pressure regulation,
and restricted air distribution. In addition, because the compressor system is a result of
integrated components, efficiency may be gained through efficiency improvements of any
component of the compressor system. These components include controls, motor(s), the
drive train, compressor, ancillary components, and the distribution system.

The Pacific Energy Center (PEC) provides useful guidelines for reducing system air losses
and optimizing the entire compressed air system.21

m Detect, monitor, and repair leaks in the air distribution system on a
periodic basis. The PEC estimatesthat atypical site loses 20% of compressed
air to leaks, which are relatively easy to detect and repair.

m Use efficient pneumatic tools with efficient nozzles, squeeze handles,
shut-off valves, and timer controls. Pneumatic tools tend to operate at lower
pressure, yet can perform the same work as atypical compressed air system.

21 See http://www.pge.convped/.
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Automatic sensors are available options that shut off the air supply to work areas
not in use.

m Reduce air-pressure losses by increasing size of piping, air coolers,
dryers, and filters, and by eliminating pipe turns. Doing so will not only
save energy but will improve overall compressed air system performance.

m Improve compressed air system pressure control with regulating
pressure control valves as well as larger air storage tanks. Regulating
valves help to supply air at the appropriate pressure without losing work output.
Doing so can help to reduce leakage, as well as pressure on the entire system.

m Efficiently manage multiple compressors with advanced control
systems. Advanced control systems can minimize operating time and more
precisely regulate air pressure.

m Improve efficiency at partial loads by installing controls that adjust
compressor output appropriately. When a compressor drops below 60-80%
capacity, efficiency of the system also significantly drops. Controls can be
installed on a new compressor or can be retrofit to an existing system.

m Install controllers to vary compressor speeds.
m  Use outside air for intake when it is cooler than indoor air.
m  Choose high efficiency equipment.

s Recover waste heat. Almost 90% of the energy input for an air compression
system is used to heat the compressed air temperature. The resulting air or water
from this process can be used for other applications or processes at the site.

Note that these are general aspects of compressed air optimization. It isimportant to
recognize that each system is customized to meet the compressed air needs for each site.
Thus, the compressed air optimization strategy would likely differ across sites.

Review of the Air Compressor Market

Figure 4-12 above also includes the market for compressed air equipment. In generdl,
compressor manufacturers package compressor components and sell to distributors, and in
some instances, directly to end-use customers and their consultants or design engineers.
Distributors differentiate products by further customization of packaged compressors by
offering service and parts, or offering price discounts through warehouse operations.

There is high market concentration of compressor manufacturers, with only a few
manufacturers (Ingersoll-Rand, Gardner Denver, and Sullair) accounting for over 75% of the
market. Compressor manufacturers are considered the OEM and are primarily involved in
component design and manufacturing, package design, and assembly. The majority of
distribution takes place through distributors, which account for nearly 90% of total
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compressor sales. Distributor services vary, but most distributors derive their revenue from
the sale of parts and service.

The retrofit market is small and accounts for less than 5% of the market. End users are more
likely to purchase new, low-cost compressors when their old compressors fail rather than
retrofit their existing compressors.

Implications for Tracking Compressed Air Optimization

Compressed air optimization is a practice or service that presents tremendous challenges for
market share tracking. As discussed with residential duct sealing in subsection 4.2, one must
first define the “ market share” of this measure that should be tracked before considering
tracking alternatives. Only one element of compressed air optimization presented above
involves the purchase of new or replacement equipment, so using actual sales data to infer
market shares of compressed air optimizations is not possible. Second, nearly all of the
elements of compressed air optimization involve a behavior or practice, most often overseen
by afacility operator, system designer or engineer, or other personnel involved in facility
operation and maintenance. The market share of compressed air optimization would
necessarily need to reflect either the proportion of applicable sites at which one or more of
these optimization practices are implemented, or the level of compressed air system
optimization undertaken at each “eligible” site.

Tracking the incidence of these practices would need to be accomplished at the
customer/end-user level (node B in figure 4-12), ideally with an on-site survey or atelephone
interview with the facility manager or engineer at a minimum. While equipment and
compressor component sales could be collected at the distributor level, doing so would only
capture one aspect of compressed air optimization.

4.13 Nonresidential Lighting: T-8 Lamps and Electronic Ballasts

Lighting equipment is categorized by the light source within the luminaire, rather than by the
luminaire, itself. Three types of light sources are in common use: incandescent, fluorescent,
and high intensity discharge.

Fluorescent lighting is the most common light source for nonresidential applications.
Fluorescent systems consist of mainly of tubular lamps in recessed luminaires (troffers). In
retail and warehousing applications, surface mounted or suspended luminaires are common.
General-use fluorescent lamps can be straight tubes in lengths varying from 2 to 8 feet or U-
tubes. Lamps are historically designated by aletter designating its shape, followed by a

number indicating the maximum diameter in eighths of an inch. Hence, T-12 indicates a tube
with adiameter of 24 or 1% inches. T-8 lamps have a diameter of 1 inch.
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Fluorescent lamps produce light by generating an electrical discharge between the two
electrodes at the ends of the lamp bulb. This discharge is developed by the ionization of
mercury gas sealed in the tube. Because of the mercury in the lamps, many fluorescent
lamps are classified as hazardous waste.

Fluorescent lamps require a ballast to operate. A ballast is an electronic device that provides
high initial voltages for starting the lamp and regulates the lamp current during operation.
Ballasts, like lamps, consume electricity and are therefore a source of potential energy
savings. Three types of ballasts are presently sold for commercial applications. energy-
efficient magnetic ballasts, cathode disconnect ballasts, and electronic ballasts. Electronic
solid state ballasts (dimmable) are the relatively new family of high efficiency electronic
ballasts that are capable of operating fluorescent lamps below their rated wattage. A single
ballast can serve between one and six lamps, depending on the configuration of the system.
Two, three, and four lamp ballasts are the most common.

Energy efficiency of lighting systems is measured in lumens per watt. A system with T-8
lamps and electronic ballasts has an efficiency of approximately 92 lumens per watt,
compared with approximately 67 lumens per watt for a standard 34-watt T-12 with a high
efficiency magnetic ballast. However, efficiency depends on the specific luminaire, lamp,
and ballast in the system.22

Review of the Nonresidential Lighting Market

There are severa key playersin the market for commercial lighting equipment.
Manufacturers, wholesale distributors, contractors, lighting designers, and building owners
and managers al play a significant role in the market. Figure 4-13 presents a simplified view
of the distribution channels for commercial lighting equipment.

There are numerous manufacturers of commercial lighting equipment. In 1996, the
[luminating Engineering Society of North America (IESNA) listed nearly 300 manufacturers
of luminaires for fluorescent lamps, 65 manufacturers of fluorescent light sources, and close
to 100 manufacturers of fluorescent ballasts. However, afew large companies dominate the
market for general use fluorescent lamps and ballasts. These companies include General
Electric, Osram Sylvania, Phillips Lighting, Motorola Lighting, and Magnetek.

One of the key trends in the commercial lighting market is the movement towards viewing
commercial lighting as a system rather than as separate components. Manufacturers have
addressed this trend through mergers (such as the merger of lamp manufacturer Sylvania and

22 The CEC’ s Advanced Lighting Guidelinesis an excellent source for efficiency information for different
system configurations (California Energy Commission, 1993).
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ballast manufacturer Osram) and through market alliances. In September 1997, lamp
manufacturer General Electric announced an alliance with Magnetek, a leading ballast
manufacturer. As part of the agreement, GE began marketing combinations of Magnetek
ballasts and GE fluorescent lamps as complete lighting systems for the wholesale market.
Previously, GE had co-branded ballasts with Motorola.

Manufacturers of commercial lighting equipment rarely sell directly to the end user. Most
manufacturers of lamps and ballasts sell to wholesale lighting distributors. A significant
number of fluorescent ballasts are sold to luminaire manufacturers who market to lighting
distributors as well as contractors and lighting designers. According to the Bureau of the
Census, approximately 70% of general use fluorescent ballasts are distributed as shipments to
OEMSs, while the remaining 30% are distributed as shipments to distribution (U.S. Bureau of
the Census, 1997).

Figure 4-13: Nonresidential Lighting Market — T-8 Lamps and Electronic
Ballasts
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In the new construction market, it may be the general contractor, electrical contractor,
lighting designer, or building owner that specifies the lighting system. In California, the
combination of strong utility conservation programs and Title 24 requirements have made
utility representatives a significant player in the decision.

Recent revisions in Title 24 requirements will result in a decrease in the kWh/ft? allowed for
lighting. In particular, the “lighting energy allowed [has been adjusted to assume the
installation of] T-8 fluorescent lamps with electronic ballasts, in place of T-12 lamps with
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energy saving magnetic ballasts .... [these revisions] are not ‘pushing the envelope’ on
lighting energy efficiency. [They are] really catching up with what is becoming common
practice.” 23

Lighting differs from many types of equipment in that there is no “replace-on-burnout”
decision. Burned out lamps are aimost universally replaced with the same type of lamp.
Ballasts have very long lives (roughly 15 years) and thus rarely fail. When they do, they are
usually replaced with stock on hand. Conservation opportunities are available, however,
when lighting is retrofitted as part of atenant improvement (TI). Strong utility conservation
programs in California have also increased owner awareness of the benefits of retrofitting
existing lighting with a more efficient option. In the retrofit market, it is usually the building
owner or operator who decides to undertake a lighting conversion. However, the lighting
contractor and utility representative often have a significant impact on the equipment that is
specified.

Lighting equipment distributors deal directly with contractors, lighting designers, utility
representatives, and building owners or managers. Increasingly, these businesses deal with
all aspects of commercial lighting rather that with a single component. By combining
luminaires, ballasts, and lamps into efficient lighting systems, distributors make it easier for
contractors and designers to specify systems that meet Title 24 requirements, utility incentive
requirements, and the needs of the building occupants.

Implications for Tracking T-8 Lamps with Electronic Ballasts

The market for T-8 lamps with electronic ballasts has some interesting characteristics that
should be taken into account with respect to market share tracking. First, asindicated in
Figure 4-13, tracking data could be collected from distributors (node A), contractors (node
B), from building departments (node D), or at the site level (nodes E and F).

Second, and more importantly, evidence suggests that the market for T-8s with electronic
ballasts has been transformed. As explained above, recent Title 24 revisions pertaining to
lighting are based upon the assumption of T-8s with electronic ballasts, as a means of
“catching up with what is becoming common practice.”2* Several interviewees also
commented that the market for T-8s with electronic ballasts is “mature.”

Tracking a high efficiency measure that has already been widely adopted in the marketplace
has both advantages and disadvantages. Although this measure was identified as a priority

23 John E. Sugar, Program Planning & Process Energy Office of the California Energy Commission,
September 29, 1998 (from letter to Mr. Robert Mowris regarding changes to Title 24 Building Efficiency
Standards).

24 |bid.
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by interviewees in the Needs Assessment phase of this study, tracking T-8s with electronic
ballasts might not be a productive use of funding. In other words, there is an opportunity
cost associated with committing funding for a measure whose market is fairly mature. On
the other hand, tracking T-8s with electronic ballasts provides an opportunity to ascertain
sustainability in the marketplace in a relatively short period. Has this market truly been
transformed?

4.14 Packaged Refrigeration Equipment

In the context of this study, packaged refrigeration equipment includes refrigerated display
cases, small walk-in/reach-in coolers, icemakers, and vending machines.2> Such equipment
accounts for approximately 50% to nearly 65% of electricity usage by refrigeration systems.
Reach-in coolers and display cases, walk-in coolers, and beverage merchandisers account for
roughly half of the load. Vending machines account for about 20% of the load and
icemakers use about 15%. (Suozzo and Nadel, 1998; ACEEE, et. al., 1998).

There are several industrial trade organizations related to food services and equipment
manufacturing. The major organization for equipment manufacturers is the North American
Association of Food Equipment Manufacturers (NAFEM). Because most manufactures rely
on equipment dealers for moving their products to the market place, the equipment dealers
formed the Foodservice Equipment Distributor Association (FEDA). Both of these
organizations focus on product information, creating a voice for their clients, and
management practices, not energy efficiency.

The establishment of mandatory energy efficiency standards for packaged refrigeration
equipment is still in the relatively early stages of development. The Canadian Standards
Association (CSA) has developed efficiency rating procedures for some equipment, but not
al. Furthermore, CSA’s standards have yet to be adopted as mandatory energy efficiency
standards in some Canadian provinces. Inthe U.S,, the Environmental Protection Agency
(EPA) is exploring voluntary energy efficiency specifications for an Energy Star® label for
some packaged refrigeration equipment. The EPA has also begun to promote high efficiency
vending machines and merchandisers to large-volume consumers of such equipment.
Despite these efforts, mandatory efficiency standards for packaged refrigeration equipment
have not yet been developed in the U.S. Increases in the energy efficiency in both the
production and use of packaged refrigeration equipment market will likely come about on a
voluntarily basis (Suozzo and Nadel, 1998; ACEEE et. al., 1998).

25 The large built-up refrigeration equipment as found in supermarkets is not included.
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Review of the Market for Packaged Refrigeration Equipment

As shown below in Figure 4-14, the market for packaged refrigeration generally involves
packaged refrigeration equipment manufacturers and a variety of distribution channels.
Among the variety of packaged refrigeration products, the primary means of distribution may
vary.

The market for packaged refrigeration equipment can be segmented into two general

markets. The first market is for refrigeration units that are not bundled with food or beverage
products. Within this market, the primary mode of distribution is through food service
equipment dealers. These dealers serve large end-use customers and serve as general
equipment suppliers. Smaller channels of distribution involve catalog houses and
independent distributors. Furthermore, the independent distributors use a secondary layer of
dealers to reach small end-use customers. Only under rare circumstances will arefrigeration
unit manufacturer sell equipment directly to an end user.

The second market is for refrigeration units that are bundled with food or beverage products.
This market is characterized by

1) Product merchandisers (e.g., soft drink, ice, or food product manufacturers that
purchase refrigeration units from the refrigeration manufacturer, and
2) “Planting” (to provide at no cost) the refrigeration units at the end users site.

The product merchandisers work with the end user to supply the food and/or beverage
products as well as the refrigeration units. Only under rare circumstances will the end user
ever actually need to purchase arefrigeration unit in this market.
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Figure 4-14: Packaged Refrigeration Equipment Market

Small

Component A Independent —>| F Dealers
..... Manufacturers "|  Distributors .
: Motor i ©
i Manufacturers Food Service
Packaged Equp Dealers » -
seevarsernne Woivines . Refrigeration. e Retall
! Pump,Fan,& | [ Equip. Mfrs. > > Establishment/
{  Compressor (OEMs) ‘G Product R End User
Manufacturers Merchandisers

Electronic
H Ballast {
i Manufacturers Catalog Houses

Supply Demand

Implications for Tracking Packaged Refrigeration Equipment

As with some of the other priority measures, several factors need to be considered with
respect to tracking efficiency levels of packaged refrigeration equipment. First, packaged
refrigeration equipment is comprised of numerous equipment types, so before developing a
tracking system, the types of equipment to be tracked need to be identified. Second, because
minimum efficiency levels are not mandated by any government organization, the efficiency
indicators that need to be collected and how subsequently to classify a“high efficiency unit”
will also need to be determined.26

There are two possibilities for collecting data for tracking packaged refrigeration equipment.
First, data collection could be obtained at the distributor level (nodes A through E).

However, as in many other markets, data specific enough to meet the CBEE’ s heeds are more
likely to be obtained from distributors. However, asindicated in Figure 4-14, a variety of
market actors distribute packaged refrigeration equipment; sampling would be relatively
complicated. The only alternative is to collect the necessary data at the final end user level
(node F). The main issue with this option isthat end users, including convenience stores,
hotel and motels, and grocery stores are not likely to be able to retrieve efficiency measures
or even model numbers from the equipment once it is installed, which implies an on-site
survey would likely be the best alternative.

26 One source for such information is Suozzo and Nadel (1998), which provides “base case” and “new
measure” efficiency levels for every measure included in the analysis.
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Review of Market Share Tracking Methods

5.1 Overview of Approach

This section identifies and summarizes alternative methods and data sources that could be
used for state-level or regional tracking of the market shares of the priority measures
identified in the Needs Assessment phase of this study. Note that none of the sources
investigated for this study can readily supply the “ideal” data that would meet the three
criteria presented in Section 4.1. When possible, the potential for customizing these pre-
existing methods to better meet the CBEE' s data needs was explored and will be further
investigated during the Feasibility Assessment phase of this study.

The tracking options considered in this analysis were categorized according to the maturity
of their data collection infrastructure. The methods reviewed here have data collection
infrastructures at various stages of development. Some methods are fairly developed and are
aready used to collect data that are somewhat similar to these needed for market share
tracking, while some have not yet been developed. Existing methods are defined as having a
data collection infrastructure that is relatively mature, despite the fact that the data collected
with these methods still do not precisely meet the CBEE's MA&E needs. The existing
methods reviewed for this study include the following:

Consumer panel data,
Scanner (point-of-sale) data,
Shipments data, and

Market research data.

The remaining six methods might already exist in some form, but their infrastructures for
collecting data have not yet been developed specifically for tracking the market shares of key
measures. For lack of a better term, these methods are referred to as undevel oped methods.
(For example, athough market actor surveys are a common method for data collection, they
have not been developed specifically for meeting CBEE’s MA&E needs.)

m In-store surveys (mystery shoppers),
m  Building department and on-site inspection data,
m  Warranty card data,
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m Interviews with market actors,
m  Downstream market actor surveys, and
m  Upstream market actor surveys/data collection.

Market research is another potential source of tracking data that often utilizes one or more
of the above methods. RER does not consider market research a method for tracking
market research firms can be retained to implement the desired tracking method.

The remainder of this section presents a summary of each tracking method listed above
according to numerous characteristics. Each characteristic and its corresponding description
or definition is provided below.

m Description. Extended description of tracking method.

m  Applicable Sector. Sectors covered by the method (e.g., residential,
nonresidential).

m Applicable Measures. Description of the products and services that could
reasonably be covered by the tracking method.

m Applicable Decision Type. If available, the decision type covered by the
tracking method (e.g., new construction, retrofit, or replace-on-burnout
installations).

m Data Availability. Detailed description of data, such as units and availability of
data by efficiency level and/or by decision type distinction.

m Possibility of Tracking Other Market Effects Indicators and/or Market
Characteristics. Discussion summarizing the extent to which the tracking
strategy can collect other market effects indicators, such as stocking practices,
consumer awareness, decision-making processes, prices, etc.

m  Market Actor(s)/Market Node(s). The market actorsinvolved in or targeted
by the tracking method. This characteristic also refers to the point(s) in the
distribution channel at which data are or can be collected.

m  Geographic Scope. The geographic coverage or segmentation of data by
geographic area (e.g., national, regional, statewide, countywide).

m Data Format. The format of the database that would be obtained from the data
collection agent (e.g., spreadsheet, CD-ROM), if applicable.

m  Reporting Frequency. Timeintervals of data collection and/or reporting
frequency, if applicable.

m Set-Up Procedure. Thetasksinvolved or the procedure that would or might be
necessary for setting up the tracking method, if available.

m  Costs. Summary of cost estimates, including data purchase costs, set-up costs,
and implementation costs, if available.
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m Time. Estimate of time required to set up the tracking strategy, if available. This
estimate would include the time required for all preparation and activities before
actual data collection.

m  Major Suppliers or Sources. List of primary companiesthat are
implementing/or that could implement the tracking strategy. Note that company-
specific information is presented in Appendix J.

s Customization/Joint Venture Possibilities. Discussion regarding whether
the tracking method could be customized or augmented to accommodate the
CBEE's specific data collection needs, if they are not met by the current data
collection structure. Thisinformation is only applicable to the data sources that
are already in place and from which data can be obtained.

m  Advantages. Advantages of method as a strategy for tracking market shares of
key measures.

m Disadvantages. Disadvantages of method as a strategy for tracking market
shares of key measures.

m Information Sources. Primary sources of information on the tracking option.

Note that the method descriptions provided in this section are general descriptions. In other
words, the information here is generalized across all reviewed data sources. Information
pertaining to specific data sources for both existing and undevel oped methods is presented in
Appendix J.
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5.2 Consumer Panel Data

Description

Consumer panel service suppliers recruit a fixed sample of respondents and measure various
attributes, purchasing behavior, and other factors repeatedly over time. Consumer panels
consist of two types. true and omnibus. In true consumer panels, the variables being
measured are always the same. In omnibus panels, the variables can change from
measurement to measurement. Consumer panel services could be conducted via mail or in-
home surveys.

Applicable Sector
Residential

Applicable Measures

Consumer panel suppliers monitor a wide range of products, services, and attitudes.
Examplesinclude personal care products, various types of foods, apparel, home appliances,
and opinions regarding certain brands, new products, services, etc.

Measures covered by consumer panels that were identified as priorities in the Needs
Assessment include residential lighting, water heating, clothes washers, central furnaces, and
central air conditioners.

Applicable Decision Type

New construction
Retrofit/replace-on-burnout

Data Availability

Availability of data varies across consumer panel data suppliers, ranging from providing
information on just whether equipment was purchased in the last 12 months to providing
brand name, whether it is afirst-time purchase or replacement, location of purchase, and size
in BTUs for furnaces and EERs for air conditioners.

Possibility of Tracking Other Marketing Effects | ndicators

Other indicators that could possibly be tracked through this method are changes in consumer
attitudes, opinions, and retail prices of various products and services.

Market Actor (s)/Market Node(s)

Consumers

Geographic Scope

Consumer panel data suppliers use sample design methodologies that allow them to project
the results on a national level. For one supplier, the sample is also representative with
respect to city size, head of household age, number of people in the household, and annual
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family income. Another supplier’s sample is representative of five pre-defined marketing
regions, one of them being Pacific, which can be further broken down into Los Angeles and
Remaining Pacific. Also, this supplier conducts a quarterly mail survey of roughly 35,000
homes that can be segmented by state.

Data Format
In general, the data are provided on a CD-ROM in Excel spreadsheets.
Reporting Frequency

The reporting frequency varies by supplier and ranges from monthly to quarterly.
Set-Up Procedure

Not applicable.
Costs

Costs are a function of geographic coverage, numbers of measures, type of information of
interest, and whether customization of datais needed. Cost estimates from one supplier
indicate that pre-existing data for one product can be obtained on a quarterly basis at the cost
of $8,000. For reporting on two to three products, it is an additional $2,000 and for four or
more, it is an additional $1,000. These cost estimates include national data with reporting on
brand name, location of purchase, price, first-time purchase/replacement, and EERs for air
conditioners and size in BTUs for furnaces.

Time
Not applicable.
Major Suppliers

Simmon’s
Industrial Market Research

Customization/Joint Venture Possibilities

Suppliers interviewed were asked if they would be amenable to including additional
guestions in their survey to investigate the percentage of energy-efficient equipment being
sold. One of the suppliers, Industrial Market Research (IMR), iswilling to syndicate some
guestions aimed at obtaining energy-efficient equipment information for tracking market
share at no cost, provided some of their main clients think it is valuable information to
collect. IMR also conducts follow-up surveys on a sample pre-screened through the first
panel survey. See Appendix Jfor more details.

Advantages

Consumer panels are very useful in tracking trends and shifts in market share activity on a
systematic basis.
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Disadvantages

Consumer panels are prone to self-selection and attrition bias. Furthermore, energy
efficiency information is not currently available for most of the relevant products.

I nformation Sources

Internet, personal communication with data suppliers.

Table 5-1: Summary Profile of Major Suppliers of Consumer Panel Data

IMR

Simmon’s M arket Research

Market Nodes

Equipment Type

Geographic Scope

Cdlifornia Possible (as is?)

Other Market Effects

Customization

Cost

End Users

AC, Dryers, Dishwashers,
Furnaces, Washers

Sample projected to national
population

Yes

Y es, if administer follow-up
survey

Y es, can administer a follow-up
survey of pre-screened sample of
equipment purchasers

End Users

Lighting, AC, kitchen and
bathroom faucets, dryers, water
hesters

Sample projected to national
population

Greater Los Angeles and
Remaining Pacific

No

No

Available Data

Model No. and Brand Name

Yes

Yes, only for lighting

Decision Type First-time or replacement purchase | No
Efficiency Levels EERsfor air conditioning equip. No
and BTUs for furnaces only

Dist. Channel Information Yes Yes

Unit Sales Share Yes Yes

Dollar Sales Share Yes Yes

Reporting Frequency Quarterly Quarterly, Annual
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5.3 Scanner (Point-of-Sale) Data

Description

Scanner or point-of-sale data are collected with equipment designed to read Universa
Product Codes (UPCs). UPCs are 11-digit numbers that are imprinted on each product or
product label. Thereisaunique UPC associated with each product. Associated with each
UPC are the product price, a description, and sometimes other characteristics of the product.
As each product is pulled across the UPC scanner at the point-of-sale, the scanner identifies
the 11-digit number. At the same time, the computer also keeps track of the movement of
every item that is scanned. Retailers, including grocery stores, drug stores, and mass
merchants, sell such point-of-sale databases to various companies who then package it and
resell it to interested clients.

Applicable Sector
Residential

Applicable Measures

Data are available on every UPC scanned product sold in mass merchandising stores, drug
stores, and grocery related businesses. The most applicable measures relevant to this study
include light bulbs, refrigerators, clothes washers, and dishwashers.

Applicable Decision Type

Retrofit/replace-on-burnout

Data Availability

The data include number of units sold, average retail price, dollar sales, market share,
merchandising conditions, and distribution items. Information can be purchased at the UPC-
code level in regional segments. Historical data are also available for purchase. Basic
tracking information is available at multiple levels, from category level to total U.S. sales
volume to single item performance in one market.

Possibility of Tracking Other Marketing Effects | ndicators

Other indicators that could be tracked through this method include changes in demand due to
changes in retail prices and promotions of various products and services, increased ability to
link customer purchase behavior to demographics, and monitoring performance trends by
tracking and forecasting non-promoted versus promoted product movement.

Market Actor (s)/Market Node(s)

Final customers and retail establishments.
Geographic Scope

Suppliers that were investigated for obtaining such data use sample design methodologies
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that allow them to project the results on a national level. Companies have different
definitions of the marketing regions and markets used to present the data. One supplier can
provide the information by the four mgjor markets in California: San Francisco, Los
Angeles, Sacramento, and San Diego.

Data Format
In general, the data can provided on CD-ROMSs, diskettes, or in Excel spreadsheets.
Reporting Frequency

The data could be provided on monthly, quarterly, or annual basis.
Set-Up Procedure

Not applicable.
Costs

Costs are a function of geographic coverage, numbers of measures, type of information of
interest, number of distribution channels of interest, and whether customization of datais
needed. Data reports could range from $1,000 to $18,000 per product. Cost estimate from
one supplier regarding scanner data on light bulbs (on an annual basis) for four marketsin
California, namely Los Angeles, Sacramento, San Francisco, and San Diego is $5,135.
Aside from the breakdown by four cities, this includes providing information by outlet, lamp
type (various fluorescent and incandescent types), brand, and other variables, such as dollar
volume and share, unit volume and share, and average retail price.

Because UPCs are recycled as products enter and exit the market, additional costs are
incurred to maintain and keep the UPC code in the system current.

Time
Not applicable.
Major Companies/Suppliers

A.C. Niglsen
Information Resources I nc.
ASW/Triad

Customization/Joint Venture Possibilities

Suppliers interviewed were asked if they would be amenable to including additional
guestions in their survey to investigate the percent of energy-efficient equipment being sold.
One of the suppliers, ASW/Triad, was willing to explore such possibilities.

Advantages

Aside from tracking market shares, scanner data are very effective in helping identify
changes in demand due to changes in retail prices and promotions of various products and
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services. It also provides an increased ability to link customer purchase behavior to
demographics, and helps in monitoring performance trends by tracking and forecasting non-
promoted versus promoted product movement. Data are also available in avery timely
manner.

Disadvantages

The majority of existing scanner firms provide good coverage for mass merchandise,
grocery, and drug stores only.1 This practice limits the usefulness of this method in tracking
measures other than compact fluorescent lamps.

Sales data for some categories are not “clean,” since manufacturers recycle UPC codes of
productsthat are eliminated from their product line. Unless considerable funds are available
to maintain and keep the UPC code in the system current, data produced with this method
can become inaccurate and misleading very quickly. Scanner data would require a
considerable amount of work and funds to be useful because information is presented at the
UPC code level and would require further classification or aggregation into useful categories.

I nformation Sources

Internet; Rick Winch, Opinion Dynamics (608) 276-9880; and personal communication with
data suppliers.

1 some firms offer tracking for niche type markets. For instance, ASW and TRIAD provide tracking of
electronic appliances at the national level. For adetailed description of their offerings, see Appendix J.
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Table 5-2: Summary Profile of Major Suppliers of Scanner Data

A.C. Nielson IRI ASW/Triad
Market Nodes End users End users End users
Equipment Types Light bulbs, air Light bulbs Room air conditioners,
conditioners, refrigerators, freezers,
refrigerators, and washers, dryers, ranges,
freezers ovens, dishwashers
Geographic Scope Sample projected to Sample projected to Sample projected to

national population.
Also representative by
51 markets

national population.
Also representative by
eight marketing regions

national population.

Cdlifornia Possible (as is?) Y es, by four major No No
markets namely San
Francisco, Los Angeles,
Sacramento, San Diego
Other Market Effects
Possihility of Joint Venture No No Yes
Cost $1,000 to $18,000 $24,000
Available Data
Model No. and Brand Name Yes Yes Yes
Decision Type Retrofit/replace-on- Retrofit/replace-on- Retrofit/replace-on-
burnout burnout burnout
Efficiency Levels
Dist. Channel Breakdown Yes Yes Yes
Unit Sales Share Yes Yes Yes, including
inventory levels
Dollar Sales Share Yes Yes Yes

Reporting Frequency

Monthly, Quarterly,
Annual

Monthly, Quarterly,
Annual

Monthly, Quarterly,
Annual
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5.4 Shipments Data (Existing)

Description

This existing method refers to data on equipment shipments that are currently being collected
by various trade associations and other organizations. Shipments data are collected from
manufacturers and aggregated to protect the manufacturers' strategic interests before
becoming publicly available.

Applicable Sector

Residential
Nonresidential

Applicable Measures

Measures for which shipment data are collected vary greatly from residential appliances to
commercial and industrial equipment. Shipments data are available for many of the
measures identified as priorities in this study, including refrigerators, water heaters, air
conditioning units, clothes washers, windows, and dishwashers, and some nonresidential
measures.

Applicable Decision Type

New construction
Retrofit/replace-on-burnout

Data Availability

Shipments data reporting differs by information source. Typically, these sources are trade
associations or government departments that report data on the number of units shipped and
some limited data on efficiency levels. Data sources investigated for this study include the
following:

»  AHAM. AHAM tracks shipments data directly from the manufacturers as
products leave the manufacturing plant. National shipments data are available
through AHAM’ s monthly newsletter. Note that even though the manufacturers
report the datato AHAM on a county level, data are only publicly available on a
national level. Further, AHAM has a nonnegotiable policy to report data only at
the national level.

Appliances tracked by AHAM include refrigerators, freezers, home laundry, gas
and electric cooking ranges, ovens and countertops, microwave ovens,
dishwashers, food disposals, compactors, room air conditioners, and
dehumidifiers. Details about measures covered by this study are included below.

Refrigeration. AHAM tracks shipments of residential refrigeration equipment by
size and type (door orientation), but not by efficiency level. Even less information
istracked at the county level, though the county-level data are proprietary and not
publicly available. AHAM may implement a model-based tracking system, but is
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not likely to do so in the near future.

Clothes Washers and Dishwashers. Information regarding clothes washer
orientation is not available, though AHAM may track this information in the
future. Dishwasher details include the size and type (built-in or stand-alone).
County level data are not available.

m ARl ARI tracks shipments data directly from the manufacturers as the equipment
leaves the manufacturing plant. This organization provides data on the number of
units sold and efficiency levels of residential and small commercial HVAC
equipment. ARI estimates that they cover 98% to 100% of the market. Again,
data are available at the national level only. The monthly national shipments data
are posted on ARI’s website (http://www.ari.org).

m  GAMA. GAMA tracks shipments data directly from the manufacturers as the
equipment leaves the manufacturing plant. This organization provides data on
units shipped and some limited data on efficiency levels for residential gas
furnaces and water heaters. Monthly national shipments data on GAMA'’ s website
(http://www.gamanet.com).

m The U.S. Department of Commerce collects data on several technologies
including lighting, motors, and household appliances on an annual basis. These
data are limited in the coverage of efficiency levels and are generally not available
in atimely manner.

= NEMA. NEMA isthe predominate trade association for motor manufacturers.
Manufacturers provide data periodically to NEMA, who aggregates and provides
these data to contributing members only. In general, the data is comprehensive at
anational level only. RER’s conversations with representatives of NEMA’s
statistical department indicate that NEMA does not generate data on aregional or
state level, is unwilling to provide the datato nonmembers, and cannot
disaggregate the data by distribution channels.

»  NFRC isanonprofit trade organization comprised of various market actors,
including manufacturers, suppliers, builders, architects and designers, code
officials, utilities, and government agencies. Although collecting shipments data is
out of NFRC' s scope, the distribution of window products by U-factor is provided
in its Certified Products Directory.2 The datain this directory is aggregated across
al window manufacturers. However, it is possible to obtain data only for
manufacturers located in Californiato more precisely estimate the efficiency mix
of products available in California. The data provided in this directory might be
available online in the near future.

2 National Fenestration Rating Council. Certified Products Directory. Seventh Edition, December 1997.
Page 17.
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Possibility of Tracking Other Marketing Effects | ndicators

Because of the manner in which shipment data are typically collected, additional data on
other market effectsis not available through this tracking method. However, product
availahility data for the residential windows by efficiency level (e.g., the number of available
of window products by U-factor) is maintained by the National Fenestration Rating Council.

Market Actor (s)/Market Node(s)

Shipment data are typically gathered directly from the manufacturers as the equipment leaves
the manufacturing plant.

Geographic Scope

Shipment data are most often publicly available at the national level. Because most
shipments data are collected from the manufacturer, and manufacturers do not have the
mechanism for knowing where or to whom the product is sold, these data most accurately
represent shipments to the first distribution point, often a centralized distribution center with
alarge, regional scope of salesto distributors. Shipments data presented at the state level or
by a smaller region have probably been estimated.

Data Format
Data are typically available on the internet or by subscription.

Reporting Frequency

The reporting frequency is typically monthly and annually.
Set-Up Procedure

Not applicable.
Costs

Costs for existing vary depending on the source. Monthly press releases are currently
available on the internet for no cost from ARI and GAMA.. Appliance Magazine produces an
annual statistical review in their April issue; an annual subscription to Appliance Magazine
costs $75. AHAM produces monthly newdletter for an annual fee of $300.

Time
Not applicable.

Major Companies

Numerous trade associations and other organizations collect shipment data. Those reviewed
for this study include NEMA, AHAM, GAMA, ARI, and NFRC.

Customization/Joint Venture Possibilities

Associations interviewed were not amenable to extending their service or any joint venture
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possibilities to supply datathat would better meet the CBEE's MA&E needs.3

Advantages

Shipment data are useful in indicating general trends in national market shares for broad
categories.

Disadvantages

The mgjority of the trade associations collect data from manufacturers with the understanding
that the data will be kept proprietary. This causes a number of disadvantages, including

(1) the reported statistics are often aggregated to the national level, thus limiting regional
inferences, (2) resistance by the trade associations to work with outside organizations to
provide datatailored to a particular region, and (3) limitation of the availability of efficiency
data

I nformation Sources

Internet; personal communication with trade association staff; and Appliance Magazine.

3 The authors of the EPRI market tracking study proposed a number of joint ventures with ARI and NEMA
but were ultimately rejected. See EPRI, 1997.
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Table 5-3: Summary Profile of Major Suppliers of Shipments Data

NFRC AHAM ARI GAMA NEMA Appliance M ag.

Market Nodes Manufacturer Manufacturers Manufacturers Manufactures Manufactureres Manufacturers
Equipment Type Windows, window | Refrigerators, Centrd air Gas space heating, | Motors

assemblies home laundry, conditioning and water heating and

dishwashers. commercia commercial food
refrigeration service equipment,
equipment and certain oil-
fired and electrical
appliances.

Geographic Scope National National National National National National
Cadlifornia Possible (asis?) Yes No No No No
Other Market Effects Window efficiency | No No No No

mix of product

availability
Possibility of Joint Venture | No No No No No
Cost $300 No Charge No Charge $75
Available Data
Model No. and Brand Name | Yes No No No No No
Decision Type No No No No No No
Efficiency Levels Yes Yes Yes No Yes No
Dist. Channdl Information No No No No No No
Unit Sales Share No Units shipped Units shipped Units shipped Units shipped
Dollar Sales Share No No No No No Yes
Reporting Frequency Annua Monthly Monthly Monthly Monthly Annua
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5.5 In-Store Surveys

Description

In-store surveys, most often conducted by “mystery shoppers,” collect data on the percentage
of shelf or floor space devoted to a particular product, brand, or manufacturer. This method
can be customized to meet the specific needs of the client, who specifies the information the
mystery shopper collects during their “shopping spree.”

Applicable Sector
Residential

Applicable Measures

Products most often investigated using mystery shoppers can be any product or brand sold in
retail establishments. Those relevant to this study include compact fluorescent lamps and
fixtures, horizontal axis washers, refrigerators, dishwashers, and possibly gas water heaters.

Applicable Decision Type

Retrofit/replace-on-burnout
Data Availability

Data availability is limited to the type of information that a mystery shopper or in-store
surveyor is able to collect without having to solicit that information from store employees.
Thus, equipment sales (units or dollars) by efficiency level would not be available.

Possibility of Tracking Other Marketing Effects | ndicators

Mystery shoppers would be most useful in characterizing retail establishments and their
propensity to stock and/or advertise high efficiency equipment.

Market Actor (s)/Market Node(s)

Retailers

Geographic Scope

As specific as desired.
Data Format

There are many options for data delivery, including e-mailed results, databases, and
summarized trend reports.

Reporting Frequency

As often as desired.
Set-Up Procedure

The protocol for setting up an in-store survey is asfollows: 1) contact company and explain
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project, 2) arrange contractual agreement, 3) develop survey instrument and specific
instructions and guidelines for implementation/data collection, and 4) train shoppers.

Costs

Costs vary by company and typically range between $20 to $50 per “shop.”
Time

Set-up time takes approximately one month.

Major Companies

Guest Perceptions, Inc.
Sights on Service
Sinclair Service Assessments

Customization/Joint Venture Possibilities

Not applicable.

Advantages

In-store surveys do not require consent or cooperation from other market actors; short lead
times and quick data turnaround; possibility of collecting other market effects indicators,
such as stocking practices; that can indicate general trends over time.

Disadvantages

Sales data by efficiency level is not available; limited to residential measures sold in retail
establishments and/or those not installed in new construction; must rely on the subjective
judgment of shopper with respect to information collected (thus training of shoppers would
be essential)

I nformation Sources

I nternet
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Table 5-4: Summary Profile of Major Suppliers of In-store Surveys

Guest Perceptions,

Sinclair Service

Inc. Sightson Service Assessments

Market Nodes Retailers Retailers Retailers

Equipment Type Compact fluorescent Compact fluorescent Compact fluorescent
lamps and fixtures, lamps and fixtures, lamps and fixtures,
horizontal axis washers, | horizontal axis washers, | horizontal axis washers,
refrigerators, refrigerators, refrigerators,
dishwashers, and gas dishwashers, and gas dishwashers, and gas
water heaters. water heaters. water heaters.

Geographic Scope Asdesired Asdesired Asdesired

Cdlifornia Possible (as is?) Yes Yes Yes

Other Market Effects Some Some Some

Possihility of Joint Venture n‘a n‘a n‘a

Cost $25 to 47 per shop $20 to $35 per shop

Available Data

Model No. and Brand Name Yes Yes Yes

Decision Type No No No

Efficiency Levels Yes Yes Yes

Dist. Channel Breakdown n/a n/a n/a

Unit Sales Share No No No

Dollar Sales Share No No No

Reporting Frequency Asdesired Asdesired Asdesired
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5.6 Building Department Data

Description

Three distinct methods identified here rely on building department data and practices, all of
which are categorized as undevel oped methods. Two of these methods entail the collection
of data from Title 24 compliance forms that are submitted to building departments at various
stages of construction. Thethird is atailored survey that would dovetail off of existing
building department practices.

Documentation certifying compliance with Title 24 energy building regulations must be filed
with an enforcing agency for construction activity in all residential and nonresidential
buildings requiring a building permit. The enforcing agencies are the city, county, or state
agency responsible for issuing building permits. City and county building departments issue
the vast mgjority of building permits.4 Before issuing a permit, building department staff
(plans examiners or reviewers) review the Title 24 compliance package and construction
plans to ensure that the building specifications meet the Title 24 regulations. At various
stages of the construction, field inspectors perform on-site visits to ensure that the equipment
and shell measures are installed properly and coincide with those specified on the plans.

A considerable amount of data useful for tracking the market shares of key, energy-using
measures is either collected or observed during the certification process performed by
building departments.

The three distinct alternative tracking methods differ according to the availability of the data
and the timing of the data collection. These data sources include compliance documentation,
verification documentation, and field inspector on-site surveys.

s Compliance Documentation. During the building permit application process for
both residential and nonresidential buildings, Title 24 compliance documents are
filed with the building departments. These documentsinclude, at the least, the
CF-1R form for residential buildings and the envelope (ENV-1), lighting (LTG-1),
and mechanical (MECH-1) compliance forms for nonresidential buildings.
Tracking market shares via compliance documentation entails the collection of
CF-1R, ENV-1, LGT-1, and MECH-1 compliance form data from building
departments. The data collected from compliance documentation would represent
planned, not actual, installations.

m Ingallation Verification Documentation. For residential buildings,
documentation of the installed equipment and shell measures are posted at the job
site during construction.® These include the CF-6R and 1C-1 forms. These forms
must be provided to the homeowner and must be made available to the building

4 There are roughly 500 city and county building departments in Californiaissuing building permits.
See Blueprint #46, Efficiency Standards Office, California Energy Commission, July/August 1993, and
Blueprint #55, Efficiency Standards Office, California Energy Commission, Spring 1996, for a discussion of
these requirements.
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department if requested.6 For the nonresidential sector, there are no similar
requirements. However, the CF-6R form is designed to be applicable for the
residential and nonresidential sectors.

Tracking market shares through installation verification documentation would
require the collection of the residential CF-6R and I1C-1 forms from the builders,
and for the development of a similar requirement for the nonresidential sector.
The latter requirement involves making the filing out of the CF-6R form (or
similar documentation) mandatory in the nonresidential sector. One option isto
have building departments request these forms from the builders — the building
departments would then submit the forms to the data collection agent. The other
aternative is to collect these forms directly from the builders.

m Field Inspector On-Site Surveys. Building department field inspectors perform
on-site inspections of residential and nonresidential construction at critical phases
during construction. As such, they observe and have accessto all installed
equipment and shell measures, and could be a good source for objective
information. Though building departments differ with respect to their staffing,
most departments have different mechanical, electrical, plumbing, and general
inspectors. This tracking method would require field inspectors to record certain
attributes of the installed equipment and shell measures (e.g., model number, size,
and manufacturer). Thisinformation would then be submitted to the data
collection agent.

Applicable Sector

Residential
Nonresidential

Applicable Measures

The compliance and verification forms are relatively detailed. Data pertaining to residential
buildings include:

m  Building Shell. Wall, roof, and floor insulation R-values; and fenestration U-
values, and window framing type.

m  Mechanical Systems. HVAC equipment type and efficiency; duct and piping
insulation R-values, and water heating equipment type and energy factor.

Data of nonresidential installations include:

m  Building Envelope. Window U-values, frame, and glazing types, insulation
levels, and heat gain and loss parameters.

m Lighting. Typeand number of lamps, watts/lamp, and controls.
m  Mechanical Systems. Heating, cooling, and ventilation equipment type, control

6 The CF-1R, MF-1R, CF-6R, and |C-1 forms are required to be included in the Home Owners Manual that is
provided to the home owner.
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type(s), model number, and manufacturer, equipment size and efficiency, controls,
and duct and pipe insulation levels.

If the field inspector on-site survey method were adopted, the type and amount of data
collected could be tailored specifically for the CBEE’'s MA&E tracking needs.

Applicable Decision Type

New construction
Retrofit (only if mgor remodel requires building permit)

Data Availability

Substantial amounts of useful data are required and/or collected by building departments.
However, these data are not available in a format compatible with tracking purposes.

Possibility of Tracking Other Marketing Effects | ndicators

During the compliance certification process, the building department staff interacts almost
solely with the builder or contractor. However, RER’s Residential New Construction Market
Effects study revealed that interaction between building department staff and builders or
contractors typically occurs only if there are questions or problems with the submitted Title
24 compliance forms. As such, there appears to be little opportunity to ascertain other
market effects through this method.

Market Actor (s)/Market Node(s)

Building department staff.
Geographic Scope

The protocol for each of the methods could be designed to capture data from any
geographical region.

Data Format

Building departments vary with respect to their record keeping practices. Building
departments generally keep the compliance documentation in hard copy format only, and
departments differ in how these forms are organized and stored. Generally, these forms are

clipped to the original plans submitted as part of the permit application procedure. However,
in some cases the documents are stored separately in well organized files.

Reporting Frequency

Insofar as compliance certification is an ongoing activity in building departments, the
frequency of data collection can be flexible. A decision on the frequency of data collection
should be an element of the design of the data collection protocol.
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Set-Up Procedure

Features of the set-up procedures for each of the methods include:

s Compliance Documentation. This method requires developing a system to collect
the compliance form data from building departments periodically. There are
roughly 500 building departments in California. As such, this data collection
effort would require either a central clearinghouse for all compliance
documentation (e.g., the data collection agent) or collection of a sample of the
compliance forms. The latter requires a detailed sampling plan that, if needed,
could support inferences by geographic zone.

m Verification Documentation. This method requires the design of a protocol to
have building departments request the CF-6R and I1C-1 formsin the residential
sector and to require the collection of similar formsin the nonresidential sector and
for these data to be collected periodically from the building departments.

Requiring building departments to collect the verification data would require
voluntary cooperation by all building departments or passage of a state regulation
requiring the collection of these forms. Again, there are roughly 500 building
departments in the California and the data collection effort would require either a
central clearinghouse for the verification documentation or the collection of a
sample of the compliance forms.

m  Field Ingpector On-Site Surveys. This method requires field inspectors to
complete a brief form listing relevant data on equipment and shell measures. This
would require the design of a survey instrument, setting up a central clearinghouse
to receive, review, and record the survey data. More importantly, this method
would need the cooperation of building department staff and or passage of a state
regulation requiring the collection of the verification data. This method could be
implemented as (1) a census, thereby requiring al building inspectors to fill out
the survey for all inspected buildings, or (2) a statistical sample in which a
sampling procedure would be developed.

Codts

The estimated costs associated with each method is presented below:

m  Collect Compliance Documentation. The costs of collecting data from
compliance documentation the first year would be roughly $100,000 to $150,000,
assuming 1) a stratified sampling approach, 2) participation of 50 building
departments, 3) an annual completed sample size of 5,000 residential and 1,500
nonresidential buildings, and 4) the data are collected quarterly.” This cost would
include sample design, database development, data collection, data entry, and
administration. The cost would vary depending on the level of cooperation from
building department staff.

m  Collect Verification Documentation. Given the availability of the verification

7 The estimated sample of residential buildings is roughly a 5% sample based on the total number of building
permits issued in 1997 (Construction Information Research Board).

5-22 Review of Market Share Tracking Methods



Efficiency Market Share Needs Assessment and Feasibility Scoping Sudy

data the costs should be similar to collecting the compliance documentation.
However, given that collecting of the verification documentation by the building
departments would be something done specifically for the tracking effort, this
should cut down data collection costs. Costs for the first year would be roughly
$50,000 to $80,000 assuming 1) a stratified sampling approach, 2) participation
from 50 building departments, 3) a completed sample size of 5,000 residential and
1,500 nonresidential buildings, and 4) the data are collected quarterly. This cost
would include sample design, database development, data collection, data entry,
and administration. The cost would vary depending on the level of cooperation
from building department staff.

m Implement Field Inspector On-Site Surveys. This method has the advantage of
eliminating the need to deal with the varying record keeping practices of the
numerous building departments to collect data. In particular, the data collected on
site would be developed specifically for the tracking effort and would be sent
directly to a central location for processing. The estimated cost for the first year is
roughly $80,000 to $100,000 assuming 1) a statistical sampling approach were
used, and 2) an annual completed sample size of 5,000 residential and 1,500
nonresidential buildings. This cost would include the sample design, the design of
the survey instrument, implementation of the data collection protocols (assuming a
central processing location), and data entry. The cost would vary depending on the
level of cooperation from building department staff.

Time

In general, these three alternative methods could be put in place relatively quickly, certainly
by mid-1999. However, these methods rely to varying degrees on the cooperation of
building department staff. As such, the ultimate timing of these methods depends on the
willingness of building departments to support the tracking effort. The CEC, CPUC, and

CBEE could expedite the implementation of these methods by encouraging building
departments to participate in this effort.

Major Companies

Not applicable.

Customization/Joint Venture Possibilities

There are engineering companies specializing in Title 24 compliance that have assembled
considerable data from building departments on Title 24 compliance documentation. These
companies might have developed contacts at each of the building departments that could be
useful in developing tracking methods in ajoint venture. 1n addition, there are organizations
that track permit and construction data in California. These organizations have well
developed relationships with building departments throughout California and could prove
useful in collecting compliance data in ajoint venture.
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Advantages
Advantages of each of the methods include:

m  Collect Compliance Documentation. The compliance documentation provides
detailed equipment and shell measure data. All building departments presently
collect thisdata. There are historical data are available.

m  Collect Verification Documentation. The verification data provides detailed data
on installed equipment and shell measures. Builders and contractors presently
generate thisdata. There are some historical data available from building
departments that presently require filing the verification documentation.

m Implement Field Inspector On-Site Surveys. The collected data would be tailored
to meet the objectives of the tracking effort. The data would be sent directly to a
central location eliminating dealing with varying building department filing
practices. This method would also eliminate the need for sampling and, as such, a
census of data on all construction activity in California would be collected.

Disadvantages
Disadvantages of each of the methods include:

s Collect Compliance Documentation. The biggest disadvantage of compliance
documentation is the lag time between filing for a building permit and the actual
construction. In particular, it iscommon for changes in equipment to take place,
especialy in the residential sector, with no change made to the compliance
documentation.g The Title 24 regulations state that compliance documentation
needs to be redone only if changes in equipment and/or shell measures cause the
building to fall out of compliance.

s Collect Verification Documentation. The biggest disadvantage of this method is
convincing the building departments to collect the verification forms and/or
obtaining the passage of aregulation to require building departments to do so.

m Implement Field I nspector On-Site Surveys. Building department staffs tend to
be small departments with relatively high workloads. As such, the biggest
disadvantage of this method is gaining the cooperation of the building department
inspection staff to gather data for atracking system.

I nformation Sources

Discussions with various building department staff, California Energy Commission staff, and
the Construction Industry Research Board.

8  There have been some studies recognizing this difference that have suggested ways to calibrate estimates of
efficiencies and size based on secondary data.
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5.7 Warranty Card Data

Description

Sales data can be collected via inclusion of a product tracking card included with the
standard equipment literature. Equipment installers or final consumers would be asked to
complete additional questions and mail the product tracking card to the data collection agent.
Equipment model number and efficiency level can be derived from the bar code, and
additional questions could be included to solicit additional information, such as purchase
location (city/county), installation date, and the reason for the installation (e.g., new
construction, retrofit, replacement, or other). Installers/consumers would be offered a
gratuity as an incentive for returning the card.

Applicable Sector

Residential
Nonresidential

Applicable Measures

This covers measures that provide warranty cards and other installation materials and product
information with the equipment. Measures identified as prioritiesin this study that could be
included in awarranty card tracking system include water heaters, horizontal axis clothes
washers, refrigerators, dishwashers, gas furnaces, central air conditioning, packaged air
conditioning, and packaged refrigeration.

Applicable Decision Type

New construction
Retrofit/replace-on-burnout

Data Availability

Warranty card data include equipment model number (and therefore efficiency level) and any
additional information desired, such as information pertaining to other market effects and
market characteristics (i.e., the consumer’s purchase decision process, geographic location of
purchase, the market actor from whom the equipment was purchased, etc.).

Possibility of Tracking Other Marketing Effects | ndicators

The warranty card return stub could be designed to include some brief questions relating to
other market indicators. However, increases in the requirements for warranty card submittals
will effect the response rate and increase survey response.

Market Actor (s)/Market Node(s)

Final consumers, plumbing and HVAC contractors, and/or any market actor installing the
applicable measures.
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Geographic Scope

Data by geographic region would be available only if questions were included on the card to
collect such information.

Data Format

As desired.
Reporting Frequency
As desired.

Set-Up Procedure

Contact manufacturers; determine incentive; develop warranty card; distribute warranty cards
to manufacturers willing to participate.

Codts
No cost estimates are available at this time.
Time

Recruiting manufacturer and/or distributor participation would require the most time. Based
on the experiences in Wisconsin, this could take considerable time and effort.

Major Companies

RER is unaware of any major companies that sell warranty card services.

Customization/Joint Venture Possibilities

Not applicable

Advantages

Sales by efficiency level would be available; information is solicited directly from the
consumer or the installing contractor; it is possible to obtain data by geographic region;
possible to collect additional information on other market effects.

Disadvantages

Self-selection bias could be a problem; the inclusion of response cards with equipment
warranty information requires the participation of manufacturers; it may be difficult to track
only California products and imported equipment.

I nformation Sources

None at thistime.
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5.8 Interviews with Market Actors

Description

Interviews with key market actors can be used to collect information regarding a broad range
of topics and can be customized to meet the specific needs of the client. Interviews can be
conducted via telephone or in person, and can be as structured or unstructured as desired.
Interviews are typically conducted by personnel trained in survey research and interviewing
techniques that enable the interviewer to obtain the desired information without biasing or
leading responses. Interview respondents are often offered incentive payments or other
compensation to encourage their participation.

Applicable Sector

Residential
Nonresidential

Applicable Measures

Interviews can be designed to collect information on nearly any product, equipment type, or
topic.

Applicable Decision Type

New construction
Retrofit/replace-on-burnout

Data Availability

This method is most appropriate for collecting data of a qualitative nature. Such information
relevant to this study includes market characteristics, interactions between key market actors,
attitudes, perceptions, and other market effects indicators. Sales and other quantitative data
might be available to a limited extent, provided the interviewee can prepare and have the
necessary information ready before the interview. Such data might include efficiency level
mixes of production, inventory stock, and/or sales.

Possibility of Tracking Other Marketing Effects | ndicators

Market actor interviews would be very useful for tracking other market effects indicators and
market characteristics. Interview guestions, however, should be carefully developed to
minimize self-report bias. However, because of the qualitative nature of the information
retrieved with this method, intertemporal comparisons of data are not recommended.

Market Actor (s)/Market Node(s)

Interviews can be designed to solicit information from any or all market actors.

Geographic Scope

Information can be obtained from market actors in any specified region.
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Data Format
As desired.
Reporting Frequency

As often as necessary.
Set-Up Procedure

Hire survey research firm to conduct interviews, develop interview guide(s); train
interviewers; pretest interview guide(s); administer interviews, prepare results and
conclusions.

Codts

Costs vary depending on the length of the interview and frequency and mode of
administration.

Time

The time required to set up this method is minimal and depends largely upon the time
required to develop the interview guide(s).

Major Companies

Many survey research and consulting firms can be hired to conduct interviews.

Customization/Joint Venture Possibilities

Not applicable.

Advantages

Interviews with market actors can be designed to collect information about other market
effects and could be particularly useful in developing market characterizations; can be used
to gather qualitative information to investigate and explain trends in shares uncovered
through other tracking methods; interviewer can probe the respondent for additional
information, to clarify answers, or to investigate additional discussion topics as deemed
necessary.

Disadvantages

This method is not as appropriate for collecting quantitative data as other survey methods;
potential for self-report response bias; interview guide needs to be designed to minimize
respondent burden; can be costly; not as appropriate for collecting time series data as other
methods because it relies on the interviewer’ s questioning and probing techniques to gather
the desired information.

I nformation Sources
RER staff.
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5.9 Downstream Market Actor Surveys

Description

Surveys of downstream market actors can be administered via mail, telephone, or on-site
visits to solicit data pertaining to a broad range of topics.® Those relevant to this study
include the efficiency levels of energy-using equipment recently purchased by the final end
user, other purchasing and decision-making practices regarding energy-using equipment, and
demographic or firmographic characteristics. Respondents are often offered incentive
payments to encourage participation.

Applicable Sector

Residential
Nonresidential

Applicable Measures

Surveys of downstream market actors can be customized to collect information required for
the tracking system. Although this method can be used to gather data for nearly all of the
measures identified as priorities in this study, applicable measures vary by survey method.

m  Mail and Telephone Surveys. Mail and telephone surveys of downstream market
actors are most appropriate in obtaining data about measures with which
consumers are most familiar and can easily access. In the residential sector, these
measures include refrigerators, dishwashers, clothes washers, and possibly
compact fluorescent bulbs. Collecting measure-specific datain the nonresidential
sector using these methods is more problematic and is not recommended.

m  On-Site Surveys. On-site surveys can be designed to collect efficiency data for all
residential and nonresidential priority measures, provided the equipment is
accessible by the on-site surveyor.

Applicable Decision Type

New construction
Retrofit/replace-on-burnout

Data Availability

Data availahility varies by survey type.

m  Mail and Telephone Surveys. The respondents knowledge of and willingness to
inspect the measures limit the availability of information on equipment
characteristics. However, data on a variety of other market effects indicators can

9 For purposes of this report, RER considers downstream actors to be actors on the demand side of the market.
In the residential sector, these tend to be end users (customers) and on the nonresidential side, these are
typically building owners, managers, facility managers, and facility engineers (more broadly customers or
building occupants).
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be collected including, prices paid for equipment, operation and maintenance
practices, and purchasing and decision-making practices.

m  On-Site Surveys. Substantial details on measure characteristics are available from
on-gite visits. Knowledgeable technicians familiar with energy-using equipment
and building practices usually conduct on-site visits. The data collected are
limited only by accessibility to the equipment. Data on other market indicators are
also available provided a knowledgeable site contact is assigned to assist in the on-
site visit.10

Possibility of Tracking Other Marketing Effects | ndicators

Mail, telephone, and on-site survey instruments can be designed to collect information on
some market effects and market characteristics.

Market Actor (s)/Market Node(s)

Consumers in the residential sector.

The downstream market actors in the nonresidential sector vary, depending on the building
type. Examples include building owner, building manager, facility manager, facility
engineer.

Geographic Scope

Sampling design can be customized to collect data from downstream market actors in any
geographic region.
Data Format

Mail, telephone, and on-site survey data can be supplied in any number of formats. Most
telephone surveys now use a computer-assisted system that permits direct entry of survey
responses into a database. There are some limits to this approach depending on the number
of open-ended questions. On-site survey instruments tend to be more complex and require
relatively more time to specify a data entry protocol and to develop the final.

Reporting Frequency

Mail, telephone, and on-site surveys can be implemented and data can be provided as often
as necessary and plausible. The sample size and length of survey would affect the frequency
of on-sites significantly.

Set-Up Procedure

There are four major elements to implementing a mail, telephone, or on-site survey. These
include sample design, survey instrument design, survey implementation and database
development. There are firms that can provide al of these services. However, it is more

10 some survey efforts entail acombination of on-site visits and telephone follow-ups to collect data on other
factors.
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common to contract with afirm that is responsible for the sample design, survey instrument
design, and who subcontracts to firms specializing in data collection.

Codts

Costs vary according to mode of administration, survey length, sample size, and frequency of
implementation. On-site surveys are costly but will yield the most accurate data of efficiency
levels of equipment installations. Some typical costs are provided below.

m  Mail Survey. Costs per completed survey vary by availability of contact names
and addresses, initial sample size, and completion rate. Some economies of scale
are achievable when conducting mail surveys due to printing and processing
charges. A typical ten-page mail survey, with an initial sample of 5,000 and an
anticipated completion rate of 30% will cost $12 to $15 per competed survey.

m  Telephone Survey. Costs per completed survey vary by availability of contact
names and telephone numbers, survey length, completed sample size, required
type of respondent, and the number of open-ended questions. Some economies of
scale are achievable when conducting telephone surveys due to fixed set up
costs!t A typical 15-minute telephone survey, with a completed sample size of
1,000 will cost $15 to $20 per competed survey.

m  On-Site Survey. Costs per completed on-site survey vary by level of detail of the
data collection, building type and size, required expertise of the on-site surveyor
needed to complete the survey, geographical dispersion of the sample, and
availability of contact names and addresses. Costs vary considerably from the
residential to the nonresidential sector. The cost for aresidential on-site lasting a
one to two hours would be roughly $150 to $250 per completed survey. The cost
per completed survey in the nonresidential sector could range from $250 to
$1,000.

Time

Mail and Telephone Surveys. Mail and telephone surveys could be developed and
administered relatively quickly, certainly within three to four months.

On-Site Surveys. On-site surveys would take longer to setup and implement due to the
typically complex sample design, survey instrument, and length of time to complete the on-
Ste.

Major Companies

Many survey research companies and consulting firms will administer telephone and mail
surveys, on-site surveys are typically conducted by engineering firms.

11 The type of respondent affects the number of callbacks per contact and to some extent the expected response
rates. These factors heavily impact cost estimates for telephone surveys. Typically, commercial surveys
cost more than residential surveys because it is more difficult to contact a knowledgeable person willing to
complete the survey in the commercial sector.
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Customization/Joint Venture Possibilities

See Subsection 5.11 below for a discussion of incorporating market share tracking needs into
possible future customer-level data collection activities conducted by the California Energy
Commission.

Advantages
Advantages of mail, telephone and on-site surveys include:

m Mail Surveys. Mail surveys are relatively cheap, lessintrusive, and can be
implemented relatively quickly. Mail surveys can be used to pre-screen
consumers for recent purchases of equipment and to track other market effects
indicators and attitudinal information, such as consumer awareness, perceptions of
energy-efficient measures, decision-making practices, operation and maintenance
practices, etc.

m  Telephone Surveys. Telephone surveys can be implemented relatively quickly.
Interaction with telephone interviewer can assure that the correct person is
responding to the survey. Further, interaction with the telephone interviewer
expands the usefulness of open-ended questions. Telephone surveys can be used
to pre-screen consumers or as afollow up for recent purchases of equipment and to
track other market effects indicators and attitudinal information, such as consumer
awareness, perceptions of energy-efficient measures, decision-making practices,
operation and maintenance practices, etc.

m  On-Site Surveys. On-site surveys yield the most accurate data of actual equipment
installations. Face-to-face meeting with an appropriate on-site contact enables the
collection of other market effects indicators and attitudinal information, such as
consumer awareness, perceptions of energy-efficient measures, decision-making
practices, operation and maintenance practices, etc.

Disadvantages
Disadvantages of mail, telephone and on-site surveys include:

m Mail Surveys. Mail surveystend to suffer from self-selection bias. Further, one
can not ensure that the most appropriate, knowledgeable person is completing the
survey.

m  Telephone Survey. Telephone surveys suffer from self-selection bias.

m  On-Site Surveys. On-site surveys are relatively expensive, intrusive, time
consuming, and suffer from self-selection bias. Participation rates for on-site
surveys tend to be lower than mail or telephone surveys.

I nformation Sources

Commercial survey research firms specializing in on-site, mail, and telephone surveys; RER
staff.
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5.10 Upstream Market Actor Surveys/Data Collection

Description

This tracking strategy involves either the surveying or collecting of shipments or sales data
from upstream and midstream market actors, including manufacturers, distributors, and
installation contractors.

m  Surveys. Surveys of upstream and midstream market actors can be administered
viamail or telephone to solicit data pertaining to a broad range of topics. Topics
relevant to this study include efficiency levels of energy-using equipment for
either new construction or as aretrofit/replace-on-burnout installation, other
purchasing and decision-making practices regarding such measures, and
firmographic and other market characteristics. Respondents are often offered
incentive payments to encourage participation.

s Data Collection. Collecting data from upstream and midstream market actors
would be modeled after the tracking system currently in place in Wisconsin, which
involves the collection of residential heating and cooling equipment sales data
from HVAC distributors throughout the state. Because this study covers HVAC
and non-HV AC measures in both the residential and nonresidential sectors, RER
researched data collection from not only distributors, but other market actors as
well.12

There is a subtle difference between these two methods. The Wisconsin experience indicates
more success with aless intrusive system that focuses on data collection. Further, they
recognized that regular surveys of the same market actors tended to be perceived as adding
more work when compared to submitting existing data on sales and shipments. Appendix J
presents a detailed discussion on collecting data from upstream and midstream market actors.

Applicable Sector

Residential
Nonresidential

Applicable Measures

Surveys and data collection systems can be designed to collect information on nearly any
product, equipment type, or topic.

Applicable Decision Type

New construction
Retrofit/replace-on-burnout

12 The review of markets presented in Section 4 and the Wisconsin tracking experience reveals that, because of
the inherent differences in measures and their distribution channels, tracking the sales of different measures
reguires that data be collected from different points (e.g., from different market actors) in the distribution
system.
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Data Availability

Data availability for surveys and data collection include the following:

m  Surveys. A wide range of data can be available through telephone and mail
surveys of upstream and midstream actors, depending on the market actor
surveyed and/or the node of the market at which the data are collected.
Quantitative data that may be available include the efficiency levels of shipments,
efficiency mixes of production, inventory, or sales, price data, model numbers,
operation and maintenance practices, purchasing and decision-making practices,
and other market effects indicators and market characteristics.

m Data Collection. The most logical vehicle for collecting sales or shipments data
by efficiency level might appear to be a mail or telephone survey, through which
the market actor reports sales of equipment by predefined efficiency levels.
However, the experience in Wisconsin reveals that a more successful approach is
to collect sales data from the market actor in their format of choice. The data
collecting/analytical agent is then responsible for converting all datainto a
common and usable format. The Wisconsin experience shows that most, if not all,
distributors have different methods of record keeping. Administering a survey that
defines the data format will impose constraints and additional work for distributors
and other market actors and, therefore, would be a disincentive for their
participation and detrimental to the system’ s success.

Possibility of Tracking Other Marketing Effects | ndicators

Tracking of other market effects varies by method.

s Surveys. Mail or telephone surveys offer the possibility of tracking other market
indicators beyond shipments and/or sales data. This can include information on
stocking practices, attitudes, and changes in production.

m Data Collection. Data collection focuses on reporting shipments and/or sales data
only.

Market Actor (s)/Market Node(s)

The sampling approach can be designed to target any upstream market actor or market node.
The appropriate point for implementing surveys and data collection in the distribution
channel depends largely upon the measure.

Geographic Scope

The sampling approach can be designed to collect data from market actors in any geographic
region, including a comparison region.

Data Format

There are afew major issues relating to data format when considering these two methods:

m  Surveys. Insofar as mail and telephone surveys are designed from the ground up,
data formats can be specified as part of the survey design.
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m Data Collection. Data collection efforts are most successful when the work
required of the respondent is minimized. Typically, thisimplies that data on
shipments and salesis delivered in a variety of formats. This can include formats
ranging from hard copy datato detailed spreadsheets or customized software
output.

Reporting Frequency

Either of these methods would support reasonable reporting frequencies.

Set-Up Procedure

The development of an upstream market actor tracking system using either a survey or data
collection focus entails the following, sometimes overlapping, steps. 1) become familiar
with the market and develop arelationship with market actors, 2) construct sample design
and recruit data suppliers, 3) determine the method for data collection, and 4) negotiate
agreement with data suppliers. See Appendix H for the protocol followed in Wisconsin.

Codts

Survey. Costs vary according to mode of administration, survey length, sample size, and
frequency of implementation. Some typical costs are provided below.

m  Mail Survey. Costs per completed survey vary by availability of contact names
and addresses, initial sample size, and completion rate. Insofar as the number of
targeted upstream market actors would be small, a rigorous multiple mailing
protocol is required to ensure areasonable response rate. Cost for amail survey is
$12 to $15 per competed survey.

m  Telephone Survey. Costs per completed survey vary by availability of contact
names and telephone numbers, survey length, completed sample size, required
type of respondent, and number of open-ended questions. Some economies of
scale are achievable when conducting telephone surveys due to fixed set-up costs.
Telephone surveys of upstream market actors require telephone interviewers
knowledgeable with the objectives of the tracking survey. Thiswill increase the
cost. A typical 15-minute telephone survey will cost approximately $20 to $25 per
competed survey.

Data Collection. The costs of developing a market share tracking strategy that involvesthe
collection of data from upstream market actors varies according to the following:

m  The number of market actors required to be recruited as data suppliers, which is
directly related to 1) the type of market actor supplying the data (for example,
fewer distributors would need to supply data than contractorsto cover the same
proportion of the market), and 2) the number of measures for which sales data will
be collected,

m  Thetime needed to recruit data suppliers, which is a function of travel time and
costs and the time needed to become familiar with the market and develop a
relationship with the market actors, and

Review of Market Share Tracking Methods 5-35



Efficiency Market Share Needs Assessment and Feasibility Scoping Sudy

m  Thetime and effort required to develop a system that will convert all datainto a
common and usable format.

The development of the HVAC distributor data tracking system in Wisconsin took
approximately six to eight months and cost roughly $100,000.
Time

Surveys. Mail and telephone surveys could be set up and implemented relatively quickly,
certainly within three to four months. Administering a survey could require less set-up time;
however, the Wisconsin experience reveals that a survey would be less successful.

Data Coallection. The data collection agent for the Wisconsin tracking initiative explained
that setting up a data collection tracking system with upstream market actors could take at
least severa months.

Major Companies

Many survey research companies and consulting firms will administer telephone and mail
surveys. In addition, avariety of companies could serve as the data collection agent.

Customization/Joint Venture Possibilities

There would be tremendous advantages in forming an alliance with one or more trade or
government organizations whose membership is comprised of a variety of upstream and
midstream market actors. The organization would then serve as a liaison between the market
actors and the data collection and/or analytical agent(s).

The involvement of one or more organizations in a market share tracking strategy can be on
one of two levels:

1. At aminimum, the organization(s) can provide support and help to recruit data
suppliers. Thisrole would include identifying all potential market participants,
making the initial contact and arranging meetings between the data collecting
agent and the market actors, helping to forge agreements for the submission of
data, and other tasks supportive of recruiting data suppliers.

2. Inaddition to a supportive role in recruiting data suppliers, the organization(s)
would serve as the data collection agent. This role would include collecting and
converting the datainto a common and usable format, providing quarterly reports
to the analytical agent, and providing the data suppliers with any agreed upon
deliverablesin return for providing their sales data.

RER hasidentified the ENERGY STAR? program as one such opportunity. See Subsection
5.11 below for a discussion of the ENERGY STAR® program and the potential for coordinating
efficiency market share tracking with data collection under the ENERGY STAR® program.
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Advantages

Surveys. Advantages of mail and telephone surveys of upstream market actors include the
following:

Mail Surveys. Mail surveys are relatively cheap, less intrusive, and can be
implemented relatively quickly. Mail surveys can be used to track other market
effects indicators and attitudinal information, such as consumer awareness,
perceptions of energy-efficient measures, decision-making practices, operation and
maintenance practices, etc. Datawould be available in a consistent format.

Telephone Surveys. Telephone surveys can be implemented relatively quickly.
Interaction with the telephone interviewer can assure that the correct person is
responding to the survey. Further, interaction with the telephone interviewer
expands the usefulness of open-ended questions. Telephone surveys can be used
to track other market effects indicators and attitudinal information, such as
stocking practices, changes in manufacturing techniques, and marketing efforts.

Data Collection. The following are advantages of the data collection tracking strategy:

Enables the collection of sales data for equipment that is not easily accessible by
consumers (e.g., HYAC equipment),

Possibility of tracking additional measures not identified as priorities, particularly
from distributors and retailers, and

Sales by geographic region (state and smaller-than-the-state) could be derived
from distributor and contractor data.

Additional benefits could be realized through an alliance with a trade organization include:

Forming an alliance with a trade organization could reduce the time needed to
recruit data suppliers,

Market actors would be more willing to release proprietary datato atrade
organization rather than a consultant, utility, or government agency,

The EGIA, in particular, is familiar with the energy efficiency industry in
California and could provide a valuable link between upstream market actors and
data collection and/or analytical agents, and

The EGIA has data collection and processing capability and experience.

Disadvantages

In general, the data collected would not represent actual installations, and recruiting and
maintaining the participation of data suppliers could be time intensive. There is the potential
for low participation if a survey was used instead of direct data collection. Further,
depending upon the market actors providing the data, segmentation by geographic region
and/or decision type might not be feasible. Other issues are discussed below.

Surveys. The following are some disadvantages of using mail and telephone surveys include:
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m Mail Surveys. Mail surveystend to suffer from self-selection bias. Further, one
can not ensure that the most knowledgeable person is completing the survey.

m  Telephone Survey. Telephone surveys suffer from self-selection bias.
Data Collection. The following are disadvantages tracking market shares with data from
distributors and contractors:

m  Recruiting data suppliers might be difficult and time intensive.

»  Depending on the market actors supplying the data (e.g., manufacturers), market
shares by region might not be ascertainable.

Disadvantages specific to forming an alliance with a trade organization, include the
following:
m  Nonmember market actors would need to be recruited because 1) trade
organization membership is not likely to include every market actor, 2) trade

organization membership might not be representative of the population, and 3)
trade organization membership might not be statewide.13

s Databy decision types might not be available or accurate because data would be
collected from upstream rather than downstream market actors.

m  There may be a possible conflict of interest with the EGIA because they
implement or have implemented energy efficiency programs for PG&E.

I nformation Sources

RER staff; discussions with EGIA and other organizations.

5.11 Examples of Collecting Data from Downstream and Upstream
Market Actors through Joint Ventures

Subsections 5.9 and 5.10 above provide general descriptions of downstream market actor
surveys and data collection from upstream market actors as aternatives for market share
tracking. However, throughout the course of this research, RER identified unique “joint
venture” opportunities for efficiency market share data collection that offer significant
economies. These opportunities include incorporating tracking into possible future data
collection efforts of the California Energy Commission (CEC) and ongoing data collection
under the DOE/EPA ENERGY STAR? program. Each of these opportunities are introduced
below, and are discussed in more detail in Sections 9 and 10.

13 Tim Michels, Executive Director of the EGIA, explained that the EGIA isin the position to recruit both
EGIA members and nhonmembers as data suppliers.
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California Energy Commission Customer Surveys

Background

On September 25, 1998, the CEC’'s Demand Analysis Office presented a proposal to the
California Board for Energy Efficiency (CBEE) for co-funding the CEC’s data collection
efforts. Until this year, customer surveys and the Database for Energy-Efficient Resources
(DEER) updates were funded and performed by the utilities through DSM funds. Because
this funding source is no longer available, the CEC sought funding from the CBEE to
supplement funds requested by the CEC in its budget change proposal (BCP). The proposa
submitted to the CBEE provided background on the CEC data collection efforts and
summarized the budget requirements for continuing the survey implementation and DEER
updates through 2002.

During its September 25 1998 meeting, the CBEE did not commit to fund CEC data
collection for all four years included in the proposal, but agreed to earmark funding for the
first year of the data collection effort in 1999 and return to the issue of future funding after
more experience was gained in designing joint projects.

“ After discussion, the CBEE recommended that the CPUC direct the Interim
Administrators to put $2.1 million in ‘placeholder’ funding in their filings for 1999
only. Inaddition, the CBEE’s support for funding for these activities will depend
in part on successful resolution of issues such as availability of information
produced from these surveys to market participants, the CBEE and Interim
Administrators, review of the survey questions, etc.”14.15

On January 13, 1999 the CBEE's technical service consultants (TSCs) presented their
understanding of the use of the $2.1 million:

“... fund DEER,; for remainder, [provide] support for survey activities, with stated
priority for commercial survey amongst the sectors (but not necessarily limited
solely to commercial survey in [the] event [that] some PCG [funds] could result in
higher value by also providing some support for other surveys), but direction was
to shape use of the money as well as possible to meet both CEC and CBEE
information needs.” 16

14 cdlifornia Board for Energy Efficiency Meeting Minutes, September 25, 1998.

15 The CBEE determined $2.1 million was determined according to priorities for 1999 data collection - $1.75
million for the commercial survey and $0.4 million for DEER database update. These figures were
presented in the CEC' s September 25, 1998 proposal to the CBEE.

16 MA&E Issues at January 13 CBEE Mesting. Proposed Order of CBEE Decisions and Related TSC
Recommendations, January 13, 1999.
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To provide guidance to the CBEE regarding future CEC data collection funding issues, the
TSCs also recommended that the CBEE adopt their understanding of the use of funds as
stated above. As noted in the minutes of the January 13, 1999 CBEE meeting, the CBEE
voted unanimously to award the CEC $2.1 million of MA&E funds for data collection
activities.

“Regarding 11 B, the technical consultants understanding of an earlier Board
recommendation on funding to the CEC for specific load forecasting and energy
efficiency database projects, the Board reaffirmed the summary contained in Item
[11B. The CEC will keep the Board apprised of its efforts to obtain co-funding as
well as make information collected in the surveys more available to the public and
useful to stakeholders interested in energy efficiency. This motion passed with a
vote of 6-0...”17

The final transfer of funds is dependent upon CPUC authorization of the MA&E budgetsin
the 1999 program budget filings.

RER met twice in person and had numerous telephone discussions with CEC staff to discuss
the potential for using CEC customer surveys to track market shares of key energy efficiency
measures. If aseries of logistical problems can be resolved, the CEC' s survey efforts could
play an important role in the development of a statewide tracking system for both residential
and nonresidential energy efficiency measures. The remainder of this subsection discusses
the results of these meetings.

CEC Survey Proposal

The CEC' s proposal to the CBEE identified two surveys that show some promise as elements
of atracking system: acommercial survey and aresidential survey.18 The preliminary
designs of these surveys are presented below.

Commercial Survey. Inits September 25 1998 proposal to the CBEE, the CEC
explained that the commercial customer survey would entail conducting roughly
8,000 on-site surveys. These surveys would be conducted biannually, with data
collection and analysis each taking several months to complete. The estimated
cost for the on-site surveys was estimated to be $4 million, or $500 per survey.19
RER'’s understanding is that this sample size is not definite and could vary

17 cdlifornia Board for Energy Efficiency, Minutes for the Meeting of January 13, 1999.

18 The CEC industrial surveys focus on specific industries and would be phased over time. In essence, they
would be case studies. Both RER and CEC staff agreed that the industrial survey would probably not be as
useful for market share tracking as the residential and commercial surveys because of its focus on selected
industries.

19 This estimate does not include funding for the average equipment energy use follow-up study or the load-
metered sites customer characteristics analysis.
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depending on the per-unit cost. The CBEE agreed to recommend the earmarking
of $1.75 million for this effort in 1999.

Residential Survey. The CEC's proposal for the residential customer survey entails
conducting roughly 100,000 mail surveys and 2,000 on-site follow-up surveys.
Again, the surveys would be conducted biannually. Because the residential survey
was just conducted in 1998, it would not scheduled to be conducted again until the
year 2000. The CEC'’s estimated cost for the residential surveys was estimated at
$4 million.20

Seps Needed to Use the CEC Surveys for Market Share Tracking

The results of RER'’ s meetings with the CEC suggest that the CEC is willing to further
investigate the possibility of incorporating market share tracking into their data collection
effort. We are particularly interested in two applications of these survey efforts:

m  Thedirect use of the commercial survey to collect customer-level information on
efficiencies of recent equipment purchases.

m  Theuse of the residential mail survey as a means of identifying residential
customers who have recently purchased lighting and/or appliances.

It would also be possible to use the residential on-site survey results, but this would almost
certainly require the oversampling of households who had recently purchased equipment. In
this event, the on-site surveyor would ssmply use the survey to record the model number
and/or other information needed for market share tracking. However, oversampling these
homes could have serious drawbacks for the CEC'’ s forecasting-related sample design, and
may not be feasible. An alternative would be to have a separate non-CEC telephone and/or
on-site survey of the homes reporting purchasing activity.

Some design changes to the CEC surveys would be necessary to accommodate these two
primary uses. These changes include the addition of some questions in the questionnaires,
the acceleration of the implementation of the residential and commercial surveys, and the
phasing of these surveys on a quarterly basis.

m  Questionnaire Designs. Theresidentia mail survey questionnaire would not
need substantial revisions to accommodate the CBEE's tracking needs, primarily
because it would be used only to identify sites where new equipment was
purchased or measures were replaced on burnout. Questions on recent acquisitions
and replacements traditionally have been included in utility appliance saturation
surveys, and would presumably be included in the CEC questionnaire one way or
the other. The commercial mail survey aso would need only minor changes to

20 This estimate does not include funding for the average equipment energy use follow-up study or the load-
metered sites customer characteristics analysis.
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accommodate the collection of the appropriate tracking data. Again, utility
instruments have included a variety of questions on equipment characteristics and
recent equipment purchases, and these would presumably be retained by the CEC.
Overall, we anticipate that tailoring the CEC instruments for the collection of
tracking data would add little to the lengths of these instruments or field time.

Although the CEC recognizes the need and is willing to accommodate additional
guestions in the customer surveys, it is necessary to ensure that the survey length
remains reasonable. Furthermore, CEC staff is dedicated to revising the survey
instrument to yield more useful and more accurate data. This will involve not only
revising and pretesting the questionnaire to reduce the number of “don’t know”
and “not applicable” responses, for example, but will aso require more thorough
training and monitoring of on-site surveyors. Mark Ciminelli, the manager of the
commercia survey, expressed interest in working with all involved partiesin
developing a survey that will be useful to both the CBEE and the CEC.

m  Frequency of Survey Implementation. The current plan isto implement
CEC customer surveys on atwo-year cycle. Thisissimilar to the approach
previoudly used by the utilities to support the Common Forecasting Methodology
(CEM) process. Inthis plan, surveys would be administered during the first year
and data analysis would be conducted during the second year. This cycle has
served the CEC forecasting needs well, but would be disadvantageous for market
share tracking. Given the CBEE’s four-year outlook (the “transition period” until
2002), the CEC’ s two-year cycle would produce only one data point for market
shares.

RER proposes that the CEC consider implementing the customer surveys on a
guarterly basis. Thiswill provide an adequate number of data points for market
share tracking. The CEC could then combine the quarterly datato meet its
forecasting needs. |mplementing surveys on a quarterly basis implies the
following:

1) Surveyswill need to be conducted statewide on a quarterly basis, which will be
more costly than conducting all surveys at the same time.

2) Thetota number of completed surveys will not change, rather, they will be
conducted in phases during the two-year period.

3) Conducting the on-sites on a quarterly basis could provide advantages relating
to the quality of the fieldwork. A contract for ongoing quarterly data
collection could provide data collection contractors with baseload work for a
long period. This might mean that they would be able to hire full-time
surveyors for the contract, which could result in more better survey results and
more accurate data

m  Oversampling New Construction. It wassuggested that oversampling new
construction sites could be beneficial for the CBEE' s tracking needs, insofar as
new construction constitutes an important market event. RER will recommend
systems for tracking market shares of new construction, retrofit, and replace-on-
burnout installations, and oversampling new construction sites would make the
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CEC surveys more useful in thisregard. While the CEC did not commit to
oversampling new construction, they are very aware that oversampling could have
benefits for the development of marginal EUIs, UECs, and saturations to be used
in forecasting.

m Acceleration of the Commercial and Residential Surveys. Another issue
with respect to timing is the implementation of the surveys. According to the
CEC, it might be possible to begin commercial survey implementation by the late
spring of 1999. While this would require the acceleration of retaining data
collection contractors, it would serve the purposes of market share tracking well.

If data analysis takes place about one month after the completion of each quarter’s
round of surveys, initial tracking results could be ready by early autumn.

In order to spread out data collection activities to match available funds, the CEC
did not plan to begin the residential survey until 2000. Thiswill clearly be too late
for the purposes of market share tracking. To support the needs of tracking, some
means of accelerating the residential survey initiation (say, to the spring of 1999)
will need to be determined.

Logistical Problems

Several logistical problems must be confronted and overcome to permit the use of the CEC
surveys for tracking market shares of energy efficiency measures. These problems are
discussed below.

m  Confidentiality. Confidentiality refersto the data supplied by the utilities
(billing data in particular) and collected via customer surveys. Survey datais
automatically confidential, but the confidentiality of the sampling and billing
frame data supplied by the utilities is another issue that must be addressed.

s Obtaining sampling frame and billing data from utilities. The CEC's
biggest concern and obstacle at this point is obtaining a sampling frame and billing
data from utilities. These are necessary for implementation of the customer
surveys. Utilities are hesitant to supply billing frame data to a state public agency,
but might be more amenable if the surveys are used for market share tracking. If
the CBEE assists the CEC in thisregard, the CEC’s overall efforts will clearly
benefit.

s Funding. Funding for the data collection is still unclear and unresolved (e.g.,
BCP approval, CPUC approval of the CBEE budget). Moreover, the CBEE has
earmarked 1999 funds only for the commercial survey and DEER updates. As
discussed above, if the residential survey was used to collect market share data, it
would have to be funded somehow in 1999. One option is for the CBEE to
alocate funds for this purpose.

m CEC Contracting Mechanism. The CEC contracting mechanism is time-
consuming and constitutes a magjor obstacle for this effort. Timeis quickly
becoming a critical factor for CBEE’ s tracking needs. Given the deliberate pace of
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the public procurement process, an RFP will need to be submitted to the CEC
Contracts Office by the end of December in order for contractorsto be selected
during the current fiscal year. One possible solution to this timing problemisto
begin the data collection efforts under an existing contract with the CEC.

Summary of Advantages and Disadvantages

Making use of CEC surveysto track market shares of some technologies will obviously have

some advantages and disadvantages, as summarized below.

Advantages include:

Infrastructure is already in place and CEC staff has been using these surveys since
the mid-1970s.

By oversampling new construction, downstream tracking could alow for
distinction by decision type of installation.

Enables the tracking of other market effects, providing the surveys are not bogged
down with too many questions.

Market share tracking should be along-term commitment (i.e., should continue
beyond CBEE'’ s four-year outlook). The CEC is good candidate for long-term
data collection.

Datawould also be disaggregated on aregional level — by weather zone, utility
area, county, etc.

This process might motivate utilities to provide CEC with sample frame and
billing data.

Disadvantages include:

Additional costs/funding required in 1999.
CEC contracting mechanism is slow.

Need to convince utilities to provide sampling frame and billing data and address
confidentiality issues.

CEC will need to change normal procedure — conducting surveys on a quarterly
basis statewide. This introduces some logistical issues.

Political environment might not be amenable to increased role of the CEC.

Summary of ENERGY STAR? and Current Data Collection Efforts

ENERGY STAR? isajoint program of the U.S. Department of Energy (DOE) and the
Environmental Protection Agency (EPA). The purpose of this program is to encourage the
development of a sustainable consumer market for energy-efficient technologies by
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educating consumers and creating partnerships with manufacturers, retailers, and utilities.
The focus of the ENERGY STAR? program is the ENERGY STAR? label. A product receives the
distinctive ENERGY STAR? label if it exceeds the Federal energy efficiency standards by a
specified amount. Typically, a product must be 13% to 25% more efficient than the Federal
standard to receive the label, though in some cases (e.g., clothes washers) the requirement is
111%.21 If there are no Federal minimum energy use standards for a specific appliance, the
product may earn the ENERGY STAR? label if it has special energy-saving features that
enables it to use less energy than similar products. For example, computer monitors with a
“seep” mode earn the ENERGY STAR? label.

The ENERGY STAR? program covers the following products:

Room air conditioners,

Clothes washers,

Dishwashers,

Windows and doors,

Refrigerators,

Lighting fixtures,

Televisionsand VCRs, and

Various plug-load office equipment, including copiers, fax machines,
multifunction devices, printers, scanners, computers, and monitors.

The important aspect of the ENERGY STAR? program relating to market share tracking is the
retail partnership arrangement. ENERGY STAR® Retail Partners receive free point-of-purchase
and sales training materials, listing on the ENERGY STAR? website and Federal consumer
information hotlines, access to utility and manufacturing programs, and leverage from
ongoing national brand awareness campaigns. In return, Retail Partners agree to 1) label
qualifying products, 2) display the point-of-purchase materials and brochures, 3) advertise
and offer promotions on the ENERGY STAR? -labeled product, 4) train retail staff using
ENERGY STAR? promotional materials, and 5) provide sales data for tracking and other
analytical purposes.

21 Note that Federal standards do not yet apply to front-loading washers.
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Transactions data are obtained from nearly all Retail Partners for both ENERGY STAR? and
non-ENERGY STAR?-qualified products, though the data fields collected from the Retail
Partnersvary. There are currently 18 Retail Partners representing over 1,100 storefronts
nationwide:

m  49er Window & Door s Howard's TV & Appliance
m  Alexander’s Appliances m Liberty Appliance

s BGE Home Products and Services Inc. = Montgomery Ward

m  Circuit City StoresInc. m Mosee Brothersinc.

m  Conser Homes Inc. m Pacific Sales

s Deranleau’'s m Renwes Appliances

m  G&T Enterprises » The Hodges Company

s Goldcoast Ltd. s TOPS Appliance City

s HomeBase » Warehouse Discount Center

These Retail Partners account for nearly 15% of the retail market for the products covered by
the ENERGY STAR? program.22 They are currently under negotiation with Sears to become a
Partner, at which point they will cover from 25% to 40% of the retail market, and are also
negotiating an agreement with Best Buy. Data are not obtained from non-ENERGY STAR?
Retail Partners, which are typically smaller, independent stores, representing about 40% to
50% of the California market.

22 |n addition to the Retail Partners, there are six Retail Buying Group partners, Utility Partners, 91
Manufacturer Partners, four Government Partners, and two Energy Service Partners. California Utility
Partners include PG&E, SMUD, SDG&E, and SCE.
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Methods Assessment Summary

This section summarizes the implications for tracking resulting from the market reviews as
presented in Section 4 and the methods review in Section 5. While the implications for
tracking and appropriate tracking methods varied across priority measures, the focus of this
section isto provide some general observations and to point out obvious exceptions, rather
than tediously present every conclusion. Subsection 6.1 provides some general observations
about the appropriate market nodes at which useful data can be obtained, and Subsection 6.2
summarizes the available tracking options for priority measures.

6.1 Summary by Market Actor
Manufacturers

For most measures, manufacturers cannot provide shipments data at a level specific enough
for tracking market shares by efficiency level, decision type, and state-level geographic
region. Thisis particularly true for industries in which manufacturing is dominated by a
handful of producersthat have well developed channels of distribution. These manufacturers
do not have the mechanism or the desire to track product salesto the retail level.

However, manufacturers might be able to provide useful tracking datain industries that have
a less-concentrated manufacturing industry (e.g., residential windows), or with arelatively
low production volume (e.g., chillers).

Distributors

Some distributors in some markets appear able to provide data specific enough to meet
market share tracking needs in California. First, state-level sales data would be fairly reliable
from distributors, even though some distributor sales regions might cross state boundaries.
Second, to the extent that distributors can identify sales to builders or contractors working
primarily in the new construction market, distributors can supply data by decision type.
Third, fewer distributors would be required to supply data than contractors or retail
establishments to cover the same portion of the market.
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There are afew exceptions. First, measures such as motors, ASDs, and compressed air
equipment, are primarily retrofit measures installed at the site and distributors are not likely
to be involved in these transactions. Furthermore, because motors are components of larger
and often customized equipment, distributors are not likely to know the efficiency levels of
equipment components. In other words, distributors record sales of equipment, not
equipment components. Second, note that in some industries, including residential
appliances and windows, product distribution is sometimes directly from the manufacturer to
the builder, retailer, or contractor. Therefore, even if adistributor does exist in the market,
they are not likely to account for alarge portion of the market.

Retail Establishments

Collecting data from retail establishmentsis most appropriate for tracking consumer goods —
those in which the consumer is the primary decision maker in both net acquisition and
replacement purchases that occur at the retail level. In particular, tracking at the retail level
might be appropriate for some residential appliances, such as dishwashers, refrigerators, and
clothes washers, and those that the consumer purchases replacements, such as compact
fluorescent lamps and windows.

Tracking sales by efficiency level at the retail level could be difficult, particularly for
products that are sold in a variety of stores. For example, retailers of compact fluorescent
lighting include mass merchandisers, chain home improvement stores, small hardware stores,
and specialty lighting supply stores. Sampling and recruiting data providers to quantify sales
accurately is aprimary issue for collecting data at the retail level.

Contractors

Like distributors, contractors in most industries appear to be a viable node at which market
share tracking data can be collected. The segmentation and reliability of datawould
primarily depend upon sampling methodology and contractor record keeping practices. For
example, in some industries, contractors work in both the new construction and replace-on-
burnout/retrofit markets, though they tend to specialize in one or the other. Sampling would
need to account for this. Furthermore, contractors are the only market node at which
information pertaining to duct sealing methods and HV AC contractor practices can be
tracked.

Builders

Builders do not appear to be a particularly useful node in tracking any of the measures. First,
data can be obtained only for new construction installations. Though general contractors are
often retained for mgjor remodeling projects, relying on builders for sales data for retrofit or
replace-on-burnout installations would be a mistake, as market coverage would be poor for
these measures and decision types.
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An dternative isto collect data from the Title 24 compliance forms that builders are required
to submit to building departments rather than from the builders themselves. While this
option is theoretically attractive, it might be logistically difficult to develop and implement.

Customers/Final End User

Sales data can be collected at the customer level through a variety of methods. Undevel oped
methods for collecting data from final end users include mail, telephone, and on-site surveys.
Theoretically, mail, telephone, or on-site surveys can be administered to collect datarelating
to most priority measures considered in this study — both residential and nonresidential. The
reliability, usefulness of the data, and the cost and feasibility of collecting data from
customers through these mediums will vary depending on the measure. For example, the
Wisconsin tracking experience reveals that data for appliances with which residential
customers are very familiar (dishwashers, refrigerators, and clothes washers) are reliable and
accurate when obtained from final end users (e.g., with amail or telephone survey). In
contrast, data pertaining to equipment that is not easily accessible and/or that the customer is
less familiar with are not very accurate when obtained directly from final end users.
However, on-site surveys can be administered to obtain efficiency data on installed
equipment for most residential and nonresidential measures.

Other Market Actors

Other market actors who are not involved in product distribution could participate in a
market share tracking system. These include building departments, government agencies,
and trade organizations. As detailed in Section 5, building departments collect information
useful for tracking through required compliance forms. Trade organizations typically collect
sales and shipments data directly from manufacturers, though information is aggregated to
the national or state level before becoming publicly available and is often not segmented by
efficiency level.

6.2 Summary of Tracking Alternatives by Measure/Market and
Method

Table 6-1 and Table 6-2 summarize the available tracking alternatives by market/measure for
both existing and undevel oped methods for residential and nonresidential measures,
respectively. Inthesetables, an “X” indicates a viable method — one that provides data that
meet the following four requirements for market share tracking in California:
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Data represent unit sales, and

Data are/can be segmented by efficiency level, and

Data are/can be segmented by geographic region, at least at the state level, and
Decision type (new construction and replace-on-burnout/retrofit) must be
identifiable, when applicable.?

Asshown in Table 6-1 and Table 6-2, severa of the options are viable for efficiency market
share tracking in California. Surveys of downstream market actors can be developed to
collect the required data for all priority measures. Not surprisingly, on-site surveys can be
developed to collect data on all priority measures. Data can also be obtained from upstream
and midstream market actors for many of the residential and nonresidential measures. The
viability of these methods essentially depends upon each measure's market structure and
ability of various market actors to supply the needed data.

Reasons for Judging a Method Non-Viable

A method is considered non-viable if it cannot produce the data required for efficiency
market share tracking in California (e.g., the data does not meet the four requirements listed
above.) Blank cellsor those with a“DT” in Table 6-1 and Table 6-2 indicate that a method is
not viable for efficiency market share tracking of the corresponding measure.

As mentioned above, the decision type or market event must be identifiable in the data in
order for amethod to be considered a viable tracking alternative. RER has considered the
decision type requirement essential to market share tracking and necessary for market
transformation evaluation efforts, primarily because of the structure and design of California
energy efficiency programs. Individual programs are being designed to target specific
market events. As discovered throughout the course of this project, requiring data that
distinguishes decision type limits the number of viable tracking alternatives. The methods
that were deemed non-viable solely because they did not meet the decision type viability
criteria primarily include data collection from upstream market actors — manufacturers,
distributors, and some retailers, depending on the measure. In Table 6-1 and Table 6-2, the
methods that failed only the decision type criteria are identified with “DT.”

General observations and reasons for judging a method non-viable are provided below.

m  Several methods are non-viable for tracking any of the priority measures. These
include all of existing data sources reviewed for this study, in-store surveys, and
market actor interviews.2 As explained in Section 5, RER'’ s review of existing

1 Notethat it is not necessary for the method to produce data by all decision types for all measures.
2 A few of the existing options, including consumer panels and scanner data, can be customized or further
developed. Therefore, in these limited circumstances, these methods are also considered undevel oped and
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data sources revealed that none of these methods produce the data needed for
market share tracking. For example, most shipments data are available only at the
national level and/or is not segmented by efficiency level. Scanner, or point-of-
sale, data are not available for any of the priority measures (with the exception of
light bulbs) and are not segmented by efficiency level. Sales records and
efficiency levels of equipment sold are not obtainable with in-store surveys or
from market actor interviews.

m  Building department compliance/installation records cannot provide data for any
retrofit, replace-on-burnout, or net acquisition installations. Furthermore, data
availability from building departments on new construction installations is limited
by reporting requirements. For example, the required data on residential lighting
cannot be obtained from building department installation certificates. Appendix |
includes samples of forms for reference.

m  Thewarranty card method cannot cover measures that are not accompanied with
product literature at the point-of-sale, or those that are installed by a market actor
that would not reliably return the card. Measures that cannot be covered by a
warranty card method include duct sealing, compressed air optimization,
residential windows and lighting, and most nonresidential measures.

m  Mail and telephone surveys are not viable tracking methods if the end user is
unfamiliar with the measure or if they would have difficulty reporting, or would be
unwilling to report the required information. For example, homeowners would not
be able to provide information about duct sealing because ducts are not easily
accessible to the homeowner, and because most are not familiar with this measure.

m  Datacollection from midstream market actors, including installation contractors,
design consultants and engineers, and builders is not a viable method for those
measures with which these market actors are not directly involved in the
transaction. For example, these market actors are generally not involved in the
purchase of residential appliances. Builders will not be able to provide
information on retrofit, replace-on-burnout, or net acquisition installations.

m  With afew exceptions, data collection from upstream market actorsis not a viable
method for tracking efficiency market shares. In particular, manufacturers and
distributors either cannot provide (reliable) shipments data segmented by state or
by decision type, or both.

are accounted for under downstream market actor surveys (in the case of consumer panels) and
upstream/midstream market actor data collection (in the case of scanner data).
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Table 6-1: Review of Alternative Tracking Options for Residential Measures, by Measure and Method

Upstream/M idstream M arket Actor
. Downstream Surveys’ Data Collection
=
© = @ b}
T oy s = o .
o g > % % g S o | -
< + B
g) § g | S. § o S © 2 %‘ 5 E o} § § %
Priority M easure/M arket Bs | B2 | 28| 5§52 | B8S 5 = % = = 5 2 | g
o 4 s 5 G < = 0 < c o o 5 S c
and Decision Type i3 | £E3 | mo | 20 | =g o S o S a) x @ ol wo
Residential Duct Sedling NC X X X X
Retro X X
Residential HVAC* NC X X X o1 X X
ROB X X X X
Residential Lighting 2 NC X X X X X
DT DT
Retro X X X X
Residential Appliances 3 (va) X X X X DT DT
Dishwashers NC X X X X DT DT
Residential Gas Water Heating NC X X X o7 X
ROB X X X X
Residential Windows NC X X X X
DT DT
Retro X X X
1 Includesresidential gas furnaces and central air conditioning.
2 Includes compact fluorescent fixtures and lamps.
3 Includesrefrigerators, dishwashers, and clothes washers.
4 Includes consumer panels, scanner data, and shipments data.
5 Building department data sources include compliance forms, verification forms, and field inspector on-site inspections.
6 Included in this category are developing consumer panels and collecting scanner data that specifically meets the CBEE' s market share tracking needs. Recall from Section 3 that some existing data

collection activities can be customized or further developed.
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Table 6-2: Review of Alternative Tracking Options for Nonresidential Measures, by Measure and Method

Upstream/M idstream M arket Actor
© Downstream Surveys Data Callection
) =
g B g .
a e 2% = g 2 S| =
2% | 55| 2. | B2 |8 | . gf £ 2| =z| »| E|BE
Priority M easure/M arket Bs | B2 | 28| §2 | B8S 5 = % = = 5 2 | g
o 4 s 5 G < = 0 = c o o 5 S c
and Decision Type i3 | £E3 | mo | 20 | =< o S o S a) x @ ol wo
Nonresidential Windows NC X X X X
DT DT
Retro X X
Packaged Air Conditioning NC X X X o7 X X X
ROB X X
Nonresidential HVAC: Chillers NC X X X X X X
ROB X X X X
Nonresidential HVAC: EMS NC X X X X o7 o7 X
Retro X X X X
Nonresidential Motor System: NC X X X X o7
Motors & ASDs Retro X X X
Nonresidential Ancillary Equip: (n/a) X X X
Compress Air Opt.
Nonresidentia Lighting: NC X X o7 o7 X X
T8sw/Electronic Balasts Retro
Nonresidential Packaged Refrig. * (va) X DT DT

1 Includes display cases, walk-in/reach-in coolers, icemakers, and vending machines.
2 Includes consumer panels, scanner data, and shipments data.
3 Building department data sources include compliance forms and field inspections.
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Overview of Feasibility Assessment, Evaluation
Methodology, and Issues to Consider

The objective of the Feasibility Assessment, the third and final phase of this study, isto
evaluate alternative tracking methods for each priority measure in a systematic, consistent
manner and devise final tracking recommendations. This Assessment essentially integrates
the first two phases of the study - the Needs Assessment, which prioritized efficiency
measures, and the Methods Assessment, which identified and reviewed alternative methods
for efficiency market share tracking.

Figure 7-1 depicts the conceptual framework for the Feasibility Assessment of market share
tracking for high efficiency measures in California. As shown, the data and information
utilized for this analysis include the following:

m A review of existing tracking initiatives and interviews with tracking system
developers, and

= Interviews with key market actors, industry participants, and potential tracking
data suppliers.

Review of Other Tracking Initiatives and Interviews with Developers

RER reviewed other market share tracking systems and analyses to obtain information on
assessment criteriafrom a variety of sources. The primary sources investigated were the
Electric Power Research Institute’s Market Tracking study and the tracking initiatives
currently in operation in Wisconsin.

Interviews with Key Market Actors, Industry Participants, and Potential
Tracking Data Suppliers

As emphasized in the Methods Assessment, a variety of market actors will have a critical role
in the development and implementation of tracking systems. These include manufacturers,
distributors, retailers, fina end users, building departments, CEC staff, and others. RER
interviewed numerous individuals who would either participate in data collection or be data
suppliers. These interviewees included ENERGY STAR® representatives, trade organizations,
CEC staff, building department staff, and key market actors, including manufacturers and
distributors.
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Figure 7-1: Conceptual Framework for Feasibility Assessment
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Feasibility Analysis

The information and data collected during the Methods Assessment were used to evaluate the
feasibility of each tracking alternative for each measure according to nine criteria:

Viahility,

Reliability,

Cog,

Economies,

Timeliness,

Versatility,

Leverage,

Context, and

Barriers to implementation.

The remainder of this Section discusses these evaluation criteria, provides an overview of the
Feasibility Assessment approach, and details the scoring of various means of tracking high
priority energy efficiency measures.

7.1 Summary of Evaluation Criteria
Viability
Viability refers to the capability of the method to yield data required for efficiency market

share tracking in California. In particular, a method is considered “viable” if it can produce
datathat meet the following requirements:

Data represent unit sales, and

Data are/can be segmented by efficiency level, and

Data are/can be segmented by geographic region, at least at the state level, and
Decision type (new construction and replace-on-burnout/retrofit) must be
identifiable, when applicable.?

Reliability

In the context of this study, reliability connotes both the accuracy and consistent availability
of the data. Tracking systems should produce reasonably accurate data, in the sense of
having relatively low biases and fairly small standard errors on estimated shares. Sampling
issues, data collection methods (e.g., telephone, mail, or on-site survey), whether the data
represent actual or planned purchases/installations, market coverage, and the market node or

1 Notethat it is not necessary for the method to produce data by all decision types for all measures. Thiswas
discussed in the Needs Assessment.
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market actors from which data are collected are examples of factors considered under this
criterion.

Cost

The cost of developing and operating a tracking system will also be important. 1n general,
the cost should be justified based on the importance of the covered measure(s), as well as the
level of accuracy yielded by the tracking method in question. Both development and
operation costs are estimated for each method (and, therefore, first-year and subsequent-year
costs are estimated as well), to the extent possible.

Economies

The economies criterion refers to the extent to which economies can be realized by tracking
numerous measures with the same tracking initiative. This criterion accounts for two types
of economies: 1) tracking multiple priority measures with the same initiative, and 2) tracking
other non-priority measures with the same initiative. The former directly influences the
estimated per-measure costs. As the number of measures covered by the method increases,
the per-measure tracking costs decrease. Because of this correlation, and to avoid double-
counting, thisfirst type of economy is not accounted for in the method scoring.2 Non-
priority measures refer to both competing and substitute measures.

Timeliness

Timeliness refers to the time lapse between the onset of development and the time at which
the first tracking data point will be available. Throughout the course of this study, RER
recognized that the development time would be a critical factor, as the results of the tracking
efforts are to be utilized by several statewide MA&E priority projects, as well as by utility-
specific evaluation efforts.

Barriers to Implementation

The barriers to implementation criterion is intended to represent how likely the method can
be implemented as designed. Cooperation by potential data suppliers and the endurance of
their participation are examples of factors considered under this criterion.

Leverage

Leverage refers to the extent to which existing CBEE relationships with other market actors,
such as private service providers, program administrators, manufacturers, distributors, trade
associations, and government agencies, can be used to facilitate the collection of data useful
for market share tracking. Leverage can arise from program participation, financial
relationships, or commonality of purposes.

2 However, scores for economies of other priority measures were counted, as evident in Section 8.
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Versatility

Versatility refersto the ability of the tracking system to generate information on other market
effects, such as awareness or key perceptions, stocking practices, and product availability.
Such data could be extremely useful to the CBEE for monitoring market effects and the
assessment of overall program effectiveness in achieving market transformation objectives.
Changes in market shares—by themselves—do not necessarily signal true market
transformation unless these changes are attributable to interventions that are to some extent
permanent. Being able to assess program impacts on market barriers could help to ascertain
the likely permanence of changes in market shares stemming from programs.

Context

Context refers to the ability of the system to yield comparable data from a control area or
multiple areas. Context could be important for two reasons. First, discerning program
impacts might entaill comparing changes in market shares in Californiato those occurring in
other parts of the country. To this extent, it will be necessary to have access to information
on efficiency market shares elsewhere. Second, if a source could yield information on
market sharesin the rest of the country, it might eventually be possible to form a multi-state
collaborative to support the development of one or more tracking systems. Pooling resources
like this could yield magjor economies.

7.2 Overview of Feasibility Assessment

As shown in Figure 7-2, the Feasibility Assessment involved five major steps. 1) prioritize
the evaluation criteria, 2) assess the viahility of each tracking option for each method and
applicable decision type, 3) evaluate methods according to the primary criteria, 4) evaluate
methods according to the secondary criteria, and 5) review results and formulate
recommendations.

Prioritize Evaluation Criteria

In the process of developing an evaluation scheme, it became quite clear that some criteria
should be weighted more heavily than others. For example, while the collection of
information pertaining to other market effects indicators is preferred, doing so is not the
primary objective of an efficiency market share tracking initiative. The versatility score,
therefore, would need to have less weight than some others, such as reliability or economies.
The key question then becomes:. What is the most appropriate weighting scheme? Inthe
context of this analysis, thisis not an easy question to answer; the subjective nature of these
criteria does not lend itself easily to a defensible quantitative weighting scheme.
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Figure 7-2: Overview of Feasibility Assessment
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The next best alternative was to categorize the criteriainto primary and secondary criteria.
Primary criteria are those most important to a successful efficiency tracking method in
California, and secondary are those desirable, but not necessary or critical. RER prioritized
the evaluation criteria detailed above in Subsection 8.1 in this manner. Viability, reliability,
cost, economies, barriers to implementation, and timeliness are considered primary criteria,
while leverage, versatility, and context are considered secondary criteria. Primary criteria
were implicitly weighted more heavily by the assignment of scores with relatively wide
ranges. Secondary criteriawere weighted less heavily through the assignment of scores with
anarrow range.

Assess Viability

The viahility criterion was applied first, and al non-viable methods were excluded from
further analysis. The viability criterion was actually evaluated during the Methods
Assessment. Table 6-1 and Table 6-2 present the results of this process for residential and
nonresidential measures, respectively. Asshown, all existing data sources, in-store surveys,
and market actor interviews are not considered viable methods and were excluded from
further consideration. Moreover, some options capable of tracking overall efficiency market
shares were eliminated for some measures because they could not provide estimates by
decision type.

Evaluate Remaining Primary Criteria

Each viable method was evaluated according to the five primary criteria for each of the
priority measures by decision type. A preliminary score was calculated as the sum of all
primary scores. The scoring approach for the primary criteriais summarized in Table 7-1 of
Subsection 7.3 below.

Evaluate Secondary Criteria

Next, each method was evaluated according to the remaining three secondary criteria—
leverage, versatility, and context. The scoring approach for the secondary criteriais
summarized in Table 7-2 of Subsection 7.3 below. Asindicated by the narrow (0 to 0.5)
scoring range, these criteria were weighted less than the primary criteriain the final score.

Review Analysis Results and Formulate Final Recommendations

The result of the analysis described above was a final score for each viable method for each
measure and applicable decision type. The final score was computed as the sum of the
preliminary score and the scores assigned to the three secondary criteria.

The review of analysis results and the development of recommendations was a complex,
often iterative process, required the consideration of not only the scoring of specific methods
for each individual method, but factors that were common across measures. Throughout the
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evaluation process, RER recognized the importance of severa issues, including the
following:

m Todevelop aset of market tracking initiatives that provide the broadest market
coverage yet maintain an acceptable level of data accuracy,

s Toavoid recommending a single method for each measure based solely on the
final evaluation scores without analyzing the impact of economies across priority
measures,

m That asingle method for collecting data from any one market actor might not
provide the optimal solution to tracking efficiency market sharesin California, and

m  There are advantages to collecting data at multiple market nodes, particularly if
different methods have different strengths and weaknesses. The result would be an
integrated method that provides more reliable results than any one single method.

Given the above rationale, RER’s recommended initiatives are comprised of the strengths of
multiple methods and represent logical solutions for efficiency market share tracking.

7.3 Scoring Scheme

Table 7-1 and Table 7-2 summarize the approach used to score methods according to the
primary and secondary criteria, respectively. Each table provides an abbreviated definition
of each criterion, scoring key, and rationale or other supplementary comments. Several
points are worth noting regarding this scoring scheme. First, it isimportant to recognize the
difficulties in evaluating multiple, somewhat overlapping subjective attributes. Whileit is
important to evaluate methods in a consistent manner, much of the scoring necessarily
involved a considerable amount of subjective judgment.

Second, RER’s analysis of tracking alternatives implicitly assumes an acceptable level of
precision, which in turn assumes a sample size needed to achieve this level of precision. This
assumption was necessary to derive cost estimates, asthe two are directly related. If this
assumption were not made, the number of reliability/cost combinations to evaluate would
have unmanageable.

Third, this analysis assumes that the highest level of economies will be utilized. For
instance, the relatively high scoring of some of the methods is a direct result of available
economies. These economies and the associated lower per-measure costs are applicable only
insofar as al of the applicable measures are actually included in the tracking initiative.

Finally, to compute the per-measure cost for each method and to assign scores for this
criterion, the number of priority measures that could be covered by each method was
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determined. The total estimated first-year cost was then divided by this number to compute
the per-measure costs. In the evaluation scoring, the per-measure cost score is therefore the
same for al measures covered by the method.
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Table 7-1: Summary of Feasibility Evaluation Scoring Approach: Primary Evaluation Criteria

Criteria Definition Scoring Range Comments/Rationale
I. Viability The method can yield data that fulfill data requirements Not applicable. Table 6-1 and Table 6-2 identified all
for tracking (unit sales/shipments data for CA by viable tracking methods (e.g., those
efficiency level and decision type). indicated by an X). Non-viable methods
are excluded from further consideration.
I1. Reliability a) Accuracy accounts for a number of issuesrelatingto | 0— None
sampling, if data represent actual or planned 1 — Somewhat
installations, etc.—all of which relate to how accurately 2—Vey
the data will represent true market trends. This criterion .
is also afunction of the data collection method (on-site
vs. telephone survey, for example).
b) Consistency pertainsto whether or not the method 0— None
can produce the same data on aregular, long-term basis. | 1 — Somewhat
2—Vey
1. Cost Estimated per-measure, first-year cost of developingand | 1-> $100K
operating the tracking initiative. 2 - $50 — $100K
3- $25 - $50K )
4 - $0 - $25K
V. Economies a) Method can be used to collect data for other priority | O— No Because the per-measure cost estimate
measures. 1-Yes already accounts for the number of
b) Method can be used to collect data for non-priority 0—No priority measures covered by the mho_d’
measures, such as competing or substitute measures, or 1-Yes Fh's elmt (a)_ of the economies criterion
both is not included in the scoring to rank
' methods.
The analysis assumes highest level of
efficiency will be utilized.
V. Timeliness This criterion indicates whether or not the method can 0—No
be developed and operation in a“timely” manner (e.g., 0.5 — Somewhat -
within 6 to 9 months). 1-Yes
V1. Barriersto How likely the method can be implemented as designed. | 1 — Not likely to succeed Primary factor is cooperation of key data
Implementation 3 — Somewhat likely to succeed | suppliers on along-term basis.
5 — Highly likely to succeed
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Table 7-2: Summary of Feasibility Evaluation Scoring Approach: Secondary Evaluation Criteria

Criteria Definition Scoring Range Comments/Rationale
VII. Leverage Existing CBEE relationships with market actors and other 0—No i
organizations can help to facilitate data collection. 05-Yes
VIII. Versatility The method can also produce data pertaining to other market- 0—No i
effects indicators. 05-Yes
IX. Context The method can yield comparable tracking data for other 0—No i
regions. 05-Yes

Overview of Feas bility Assessment and Evaluation Methodol ogy
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Analysis

This section presents the analysis results for evaluating each viable method for each priority
measure. Using the scoring scheme described in Section 7, each method was evaluated
according to the eight criteria for each applicable measure and decision type.l The results of
these analyses are included in each subsection below; there is a separate table of results for
each measure and applicable decision type.

RER offers the following general observations:

m  Reliability. Reliability scores have two components. 1) accuracy, and 2)
consistency. Overall, the methods that produce data on actual installations (on-site
surveys and some building department data sources) are judged to produce more
accurate data than the other methods. Also, those methods that can produce data
that cover amagjority of the market received higher accuracy scores than those that
could not. Most methods were judged able to provide data on a consistent basis,
though data collection from midstream or upstream market actors is dependent
upon their continued willingness to participate.

m Costs. Asnotedin Section 7, costs are partly dependent upon the economies that
can be achieved from tracking multiple priority measures with the same method.
In general, the per-measure, first-year cost estimates are lower for new
construction because of the available economies in tracking other priority
measures. On-site surveys are typically high in cost relative to mail and telephone
surveys, and the costs for collecting data from midstream or upstream market
actors are relatively high due to the time and resources required to recruit and
maintain relationships with data suppliers.?

m Economies. Economies scores have two components. 1) economies by tracking
additional priority measures, and 2) economies through tracking other non-priority
measures, which includes both competing and substitute measures. In some
instances, the latter is not applicable, as some measures are defined in such away
that no competing measures exist (e.g., windows). Most methods offer economies
in tracking new construction installations, while very few can offer economies in
tracking retrofit/replace-on-burnout installations. (Note that because economiesin

1 There are actually nine evaluation criteria, but the viability of each method has already been determined at
this point. Thus, the analyses presented in this section pertain only to viable methods.
2 Recall that the per-measure costs are estimated assuming data would be collected on a quarterly basis.
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tracking other priority measures is accounted for in the per-measure cost estimate,
this score is not included in the preliminary score.)

m  Timeliness scoretrends are as follows: 1) mail or telephone surveys can be
implemented relatively quickly, 2) on-site surveys would require alonger start-up
time due to questionnaire development and amount of time required for actual data
collection, and 3) developing and maintaining relationships with midstream or
upstream market actors could take a considerable amount of time, as evidenced
from the Wisconsin tracking initiatives.

m Barriers to Implementation. Mail, telephone, and on-site surveys have no
barriers to implementation, in the sense that these standard data collection methods
are available to maintain response rates. In general, data collection from
midstream and upstream market actors is expected to be less successful, as their
willingness or ability to supply useful data on along-term basisis uncertain. This
criterion is also a function of whether or not opportunities exist that can facilitate
the data collection process. For example, because data are already being collected
from retailers under the ENERGY STAR® program, data collection from retailers for
some measures is expected to be very successful should tracking effortsin
Cdliforniaincorporate the ENERGY STAR? initiatives.

m Leverage. Leverageisnot avallable for most methods. Leverage exists with
nonresidential new construction on-site surveys and with residential retrofit or
replace-on-burnout on-site surveys because these efforts can be incorporated into
the CEC’ s customer survey efforts. Leverage is aso possible in efforts to obtain
building department data, and with data collection efforts from some upstream
market actors who may benefit from energy efficiency programs.

m Versatility. Versatility scores are essentially a function of the market node at
which data are collected, as well as the data collection method itself. With the
exception of building department data, warranty cards, and data collection from
some contractors, most methods offer some means for obtaining information about
other market effects indicators.

s  Context. The only methods that can provide tracking data for other regions (with
out corresponding increases in estimated costs) are warranty cards and data
collection from manufacturers. While all other methods can be employed in
regions outside of California, the cost of doing so would increase proportionally.
| ssues associated with collecting comparable tracking data from other regions are
presented in Section 11.

Note that the analysis presented here assumes quarterly data collection. Unlike the “old
world,” in which measurement and evaluation entailed distinct projects conducted on an
annual or biannual cycle driven primarily by regulatory factors, market transformation
assessment will need to be an ongoing process accommodated by the availability of data
generated by a comprehensive tracking system. Collecting data on a semiannual or annual
basis would yield an inadequate number of data points to assess the extent of market
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transformation. Thisisacritical issue, particularly when one considers the time required to
develop atracking system and the number of data points available to assess market
transformation through the end of the transition period. For example, if the first estimates of
efficiency market shares are not available until, say, the first quarter of 2000, collecting data
on a semiannual basis would only produce four data points through the end of the transition
period.

8.1 Residential Duct Sealing

Asindicated in Table 6-1, the viable methods for collecting data useful for tracking duct
sealing include the following:

m  Obtain information regarding duct sealing practices and materials from building
department data (new construction only),

= Implement on-site surveys to record duct sealing practices and materials,

m  Collect information from residential HV AC contractors regarding their duct
sealing practices and materials,

m  Collect information from residential builders regarding duct sealing practices and
materials (new construction only), and

m  Conduct diagnostic tests on a sample of homes to determine duct leakage rates.

All of these methods are applicable to both decision types except collecting data from
builders and building departments, which is applicable only to new construction installations.
The remaining methods reviewed in Section 5 were judged non-viable because they could
not produce data that meet the primary requirements for tracking efficiency market sharesin
California.

Table 8-1 and Table 8-2 include RER’s preliminary analysis of viable methods for tracking
residential duct sealing for new construction and duct retrofits in existing homes,
respectively. The specific efficiency parameters to be monitored through tracking is the
primary issue with tracking duct sealing. Several alternative indicators were introduced in
Section 4, including duct sealing practices, duct sealing materials, and tracking duct leakage
rates. All of these options are included in Table 8-1 and Table 8-2.

As shown, on-site surveys were awarded the highest preliminary scores for both decision
types, which ranked higher than collecting information from contractors and builders
primarily because the resulting data are highly accurate and these methods offer economies
in tracking other priority measures, which reduces per-measure costs. Additional
observations about the analysis results are presented below.
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Reliability. Asshown, on-site surveys, field inspections by building departments, and
diagnostic testing were rated highest in terms of accuracy, as these methods involve data
collection at the site level, represent actual installations, and do not rely on customer
reporting. All methods were deemed to be able to produce the same data on a consistent
basis. However, builders and contractors were given slightly lower scores, as RER’s prior
research experience with these market actors suggests that their willingness to participate on
along-term basis is uncertain. Reliability scores are consistent between decision types.

Cost. Cost estimates varied across methods, with building department on-site field
inspections being the least expensive and diagnostic testing being the most expensive.
Because costs are a function of economies, or the number of priority measures covered by the
method, on-site surveys, field inspections, and data collection from builders received
relatively favorable cost scores for new construction. Because economies cannot be gained

in tracking duct retrofits, the per-measure first-year costs for collecting data on retrofits
increases significantly.

Economies. Asshown in Table 8-1, economies can be realized with all viable methods for
tracking new construction duct sealing practices and materials except diagnostic tests used to
calculate duct leakage rates.® There are no economies possible through any of the viable
methods for tracking duct retrofits.

Timeliness. Asshown, none of the methods are expected to be developed and
implemented in atimely manner. On-site surveys would require alonger start-up time due to
guestionnaire development and the increased time required for actual data collection.
Developing relationships with builders and contractors could also take a considerable amount
of time, as evidenced from the Wisconsin tracking initiatives.

Barriers to Implementation. On-site surveys and diagnostic testing scored the highest
for both decision types, as these methods can provide areliable source of high quality,
accurate data with no major barriers to implementation. RER’s past research experience, as
well as the Wisconsin tracking efforts, indicates that collecting data from builders and HVAC
contractors across decision types could have mixed success. Thisis due primarily to their
differing and uncertain record keeping practices and their time availability and/or willingness
to devote time to meet data request obligations. Recruiting contractors and builders to be
data suppliers could require a substantial amount of time and resources with no guarantee of
success. Building department field inspections scored particularly low for this criterion.
While this method has much to commend it, obtaining the cooperation of building
departments in implementing this approach would be extremely difficult.

3 Of course, data on other measures could be collected at the sites for which testing is conducted. However,
the expense of duct testing would keep samplestoo small to yield sufficient data on other measures.
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Secondary Indicators. Leverage only exists with the building department on-site field
inspection method, because over time the CEC could require building departments to collect
the forms necessary for efficiency market share tracking, and could suggest revisionsin
forms that may provide data for additional measures in the future. only methods involving
some form of contact with a market actor can be used to collect information about other
market effects. With respect to duct sealing, these methods include on-site surveys and
collecting data from builders and contractors. None of the viable methods can be used to
collect efficiency market share tracking data for other regions without increasing estimated
costs. The scoresfor secondary indicators are consistent across decision types.

Table 8-1: Residential Duct Sealing, New Construction

Duct Sealing PracticessM aterial§ Duct L eakage
Bldg. Dept® | Downstream Midstream Downstream
15| -
S| = | & Blower Door/
= 8| £ Duct Blaster
£ "'a—'; 2 | On-Site Diagnostic
Criteria O > i Survey | Contract. | Builder Tests
Reliability (Accuracy) - - | 2 2 15 15 2
Reliability (Consistency) - -1 1 0.5 0.5 1
Cogt - -1 4 3 2 3 1
Economies (Priorities)* -l -1 1 1 1 0
Economies (Non-priorities) - | - | na n/a n/a n/a n/a
Timeliness - - |0 0.5 0 0 0
Barriersto Implementation - -1 5 3 2 5
Preliminary Score = - | 8 11.5 7 7 9
Leverage - - 105 0 0 0 0
Versatility - -10 0.5 0.5 0.5 0
Context - -10 0 0 0 0
Final Score = - |85 12 7.5 7.5 9

1 Scoresare not included in preliminary score.
2 Compliance and verification forms do not record information about duct sealing methods.
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Table 8-2: Residential Duct Sealing, Retrofit

Duct Sealing Practices/M aterials

Duct L eakage

Downstream Midstream Downstream
Blower Door/
Criteria On-Site Surveys| Contractors Duct Blaster Test
Reliability (Accuracy) 2 15 2
Reliability (Consistency) 1 0.5 1
Cost 1 2 1
Economies (Priorities)* 0 0 0
Economies (Non-priorities) n/a 1 n/a
Timeliness 1 0 0
Barriersto Implementation 5 3 5
Preliminary Score 10 8 9
Leverage 0.5 0 0
Versatility 0.5 0.5 0
Context 0 0 0
Final Score 11 8.5 9

1 Scoresare not included in preliminary score.
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8.2 Residential HVAC: Central Air Conditioners and Gas Furnaces

Asindicated in Table 6-1, the viable methods for collecting data useful for tracking
efficiency market shares of central air conditioners and gas furnace include the following:

m  Collect compliance, verification, or field inspection data from building
departments (new construction only),

m Include aresponse card in the product information packet (warranty card method)
that is returned by either the installation contractor or final consumer,

= Implement on-site surveys to obtain the manufacturer and model number of
installed equipment,

m  Collect equipment installation information from residential builders, which should
also necessarily include equipment manufacturer and model number (new
construction only),

m  Collect sales data from residential HV AC contractors, which would necessarily
include equipment manufacturer and model numbers of all units sold, and

m  Obtain relevant sales data from HVAC equipment distributors in California.

All of these methods are applicable to both decision types except collecting data from
building departments and builders, which is only applicable to new construction installations.
The remaining methods reviewed in Section 5 were judged non-viable because they could
not produce data meeting the primary requirements for tracking efficiency market sharesin
California. Note that even though data from distributors cannot distinguish between decision
types, data collection from HVAC equipment distributors remained a viable option because
1) some HVAC distributors can identify decision type by sales to specific customers, 2) there
is potential in the future to encourage distributorsto record the type of installation at the
point-of-sale, and 3) market share tracking of HVAC equipment through distributors has
been successful in Wisconsin.

Table 8-3 and Table 8-4 include RER’s preliminary analysis of viable methods for tracking
residential HV AC equipment for new construction and replace-on-burnout purchases,
respectively. Asshown in Table 8-3, on-site surveys and building department verification
data received the highest scores for tracking new construction HVAC equipment, primarily
due to their relatively low costs per measure (and high economies) and relatively high
likelihood of success. On-site surveys and data collection from HVAC equipment
distributors faired the best for tracking market shares of replace-on-burnout installations.

Reliability. Asmentioned above, on-site surveys are viewed as more reliable methods than
othersthat do not collect data at the site level. Building department verification and field
inspection data are highly reliable for collecting efficiency data of new construction
installations, as these data represent actual, rather than planned, installations. Warranty card
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data are not expected to be very accurate, as this method suffers from potentially severe
response bias.# Data collected from distributors were assigned a lower score for accuracy
only because distributors do not currently record the installation type at the point-of sale. It
isimportant to note, however, that should a tracking system be developed with distributors,
there is the potential to encourage them to record decision type. Furthermore, some
distributors can already identify sales by decision type based upon the customer (e.g., some
customers/HV AC contractors only work in the new construction market). All methods for
both decision types are expected to produce data with some degree of consistency.

Cost. Asshownin Table 8-3, costs for collecting new construction efficiency data from
building departments, on-site surveys, and builders are fairly low due to economies. The per-
measure costs of these methods increase for replace-on-burnout installations because
economies are no longer achievable, as reflected in Table 8-4.

Economies. All viable methods, except warranty cards offer economies in tracking new
construction installations of other priority measures, while only distributor data can offer
economies in tracking retrofit/replace-on-burnout installations of other priority measures.
Economies through tracking non-priority measures are available through all viable methods
for both decision types, except the warranty card method.

Timeliness. Asevidenced by assigned timeliness scores in Table 8-3 and Table 8-4, no
viable method is expected to produce datain atimely manner, though on-site surveys and
obtaining building department data are slightly more attractive in this respect. Warranty
cards and collecting data from midstream and upstream market actors are expected to involve
afairly time-intensive development process. In the case of warranty cards, manufacturers
need to agree to include aresponse card in their product literature packets. Furthermore, the
time between the production and actual installation of the equipment could be as long as one
year.

4 D&R attempted to collect sales data through awarranty card method. The method proved to be
unsuccessful, with aresponse rate of roughly 3% to 4%, regardless of incentive payments. Apparently,
Consumer Reports encourages consumers to not complete and return warranty information cards, since this
is atypical method used to collect names and addresses that are then sold to companies that compile
commercially available mailing lists.
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Barriers to Implementation. Asshown in Table 8-3 and Table 8-4, there are few barriers
to conducting on-site surveys or collecting data from HVAC equipment distributors.>
Obtaining building department verification forms is also expected to be fairly successful for
new construction installations. The other two sources of building department data
(compliance forms and field inspections) have logistical barriers that would need to be
overcome to develop these methods. RER does not expect warranty cards to be successful,
as the success of this method depends completely upon cooperation from equipment
manufacturers in addition to consumers’ willingness to complete and return warranty
materials.

Secondary Indicators. Leverageis present only through building departments for new
construction data collection and with on-site surveys for replace-on-burnout installations
(CEC customer surveys can be used to pre-screen for recent HVAC equipment replacement).
All methods except warranty cards and building department data can also collect at least
some information about other market effectsindicators. The extent to which this can be
accomplished and the exact nature of such data will vary across methods. None of the
methods, except warranty cards, can produce data for tracking HVAC efficiency market
shares in other regions.

5 RER informally interviewed several HVAC distributors in California to assess the likelihood of
participation. In particular, seven HVAC distributors representing 92 individual locations were asked about
their record keeping practices (e.g., type of sales information they tracked and how this information was
stored) and their willingness to participate in a statewide tracking program. First, all of the distributors
showed some degree of willingness to participate in a statewide tracking program. Second, all distributors
record model numbers of all units sold and, at the very least, store all the sales data in an electronic
database. The biggest barriersto participation pertain to timing and staffing issues. These results and the
success of the tracking efforts in Wisconsin lead RER to conclude that HV AC distributors could be
successfully recruited as data suppliers.
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Table 8-3: Residential Gas Furnace and Central Air Conditioning, New

Construction

Down- Mid- Up-
Bldg. Dept. stream stream stream
81868 4 N
5y 5 8 3
- £ "'a—': 2 |Warranty| On-Site % S 3
Criteria O|> | Card | Surveys| m O a
Reliability (Accuracy) 1|1 2] 2 0.5 2 15 15 1
Reliability (Consistency) 1111 1 1 05 | 05 1
Cost 3144 2 3 3 2 3
Economies (Priorities)* 1111 0 1 1 1 1
Economies (Non-priorities) 1111 0 1 1 1 1
Timeliness 05/ 1|0 0 0.5 0 0 0
Barriersto Implementation 3141 2 5 2 3 4
Preliminary Score 95|13 | 9 55 125 8 9 10
Leverage 05(05|05 0 0 0 0
Versatility 0] 0|0 0 0.5 05 | 05 0.5
Context 0] 0|0 0.5 0 0 0 0
Final Score 10| 14 |95 6 13 85 | 95 10.5

1 Scoresare not included in preliminary score.

Table 8-4: Residential Gas Furnace and Central Air Conditioning, Replace-on-

burnout
Downstream | Midstream Upstream
Warranty | On-Site
Criteria Card Surveys Contractor | Distributor
Reliability (Accuracy) 0.5 2 15 1
Reliability (Consistency) 1 1 0.5 1
Cost 2 1 2 3
Economies (Priorities)* 0 0 0 1
Economies (Non-priorities) 0 1 1 1
Timeliness 0 0.5 0 0
Barriersto Implementation 2 5 3 4
Preliminary Score 55 10.5 8 10
Leverage 0 0.5 0 0
Versatility 0 0.5 0.5 0.5
Context 0.5 0 0 0
Final Score 6 11.5 8.5 10.5

1 Scoresare not included in preliminary score.
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8.3 Residential Lighting

Asindicated in Table 6-1, the viable methods for collecting data useful for tracking market
shares of compact fluorescent lighting fixtures and lamps include the following:

m  Administer amail or telephone survey to collect the total number and type of
compact fluorescent fixtures and lamps, as well as the total number of possible
applications for compact fluorescent fixtures in the home,

m  Conduct on-site surveys to record the total number and type of compact
fluorescent fixtures and lamps, as well as the total number of possible applications
for compact fluorescent fixtures in the home,

m  Collect saledinstallation data of al lighting fixtures and lamps by type from
residential builders (new construction only),

m  Collect sales data of al lighting fixtures and lamps by type from residential
lighting contractors, and

m  Collect data from retailers pertaining to all fixture and lamp sales (retrofit or
replace-on-burnout only).

Table 8-5 and Table 8-6 include RER’s preliminary analysis of viable methods for tracking
residential lighting equipment for new construction (compact fluorescent fixtures) and
replace-on-burnout (compact fluorescent lamps) purchases, respectively. As shown, on-site,
mail, and telephone surveys received the highest preliminary scores for tracking fixturesin
new construction. These results are primarily due to the relatively low per-measure costs and
high-success rates attributed to these methods for collecting data useful for tracking.

As shown in Table 8-6, collecting data from retailers received the highest score for tracking
compact fluorescent lamp replacements. Thisresult is directly attributable to the
opportunities available from obtaining data collected under the ENERGY STAR® program.

Reliability. On-site surveys are most reliable in terms of accuracy, asis the case with most
other measures installed in new construction. While data collected from builders and lighting
contractors could be fairly accurate, it is uncertain whether or not these midstream market
actors would be consistent data suppliers on along-term basis.

For tracking retrofit or replace-on-burnout installations, on-site surveys, and retailer data are
deemed to be very accurate. The former represent actual installations, and the latter includes
data obtained at the point-of-sale. Information obtained from consumer mail and telephone
surveys are not likely to be as accurate, as consumers may or may not be able to identify each
type of lighting fixture/lamp in their home.
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Cost. The cost for collecting data on lighting fixtures and lamps installed in new
construction is relatively low, primarily because the realizable economies drive the per-
measure cost downward. Thisistrue for all methods, except contractor sales data collection,
since lighting contractors only can provide data on lighting equipment sales.

The cost estimates for collecting data on compact fluorescent fixture and lamp retrofit or
replace-on-burnout purchases vary across methods. As shown in Table 8-6, mail and
telephone surveys are the least expensive method, followed by collecting data from retailers.
Thislow cost is attributable to the relatively low cost of tracking fixtures and lamps primarily
with ENERGY STAR? data. On-site surveys are relatively costly, as there are no achievable
€economies.

Economies. All methods except lighting contractor data collection offer economiesin
tracking other priority measures in new construction. Note that only data for residential
appliances are aso obtainable from mail and telephone surveys, so the economies with these
methods are not quite as significant as with the on-site surveys or data from builders. All
methods offer economies in tracking non-priority measures (e.g., other lighting fixture and
lamp types) for both decision types.

Timeliness. Thetimeliness scoresin Table 8-5 and Table 8-6 reflect the general trends
across all measures and methods. In particular, mail and telephone surveys can be developed
and administered relatively quickly, while on-site surveys require more development and
administration time. Developing data collection systems with midstream market actors can
be time consuming because of the time required to recruit data suppliers. Because of the
opportunities through the ENERGY STAR® data collection effort, tracking lamp replacements
at the retail level could be implemented fairly quickly.

Barriers to Implementation. On-site and mail/telephone surveys were awarded the
highest possible score for both decision types. They are considered a reliable source of high
quality tracking data with no major barriersto implementation. Collecting data from retailers
for tracking fluorescent fixture retrofits also received one of the highest scores. Thisis due
to the anticipated success of obtaining compact fluorescent fixture and lamp sales data
already collected under the ENERGY STAR? program.

The scores of the other methods are lower for several reasons. RER’s past experience with
builders and contractors gives the impression that collecting data from these market actors
for any decision type could have only marginal success, primarily because of differing record
keeping practices among contractors and builders, and their time availability and/or
willingness to meet data request obligations.
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Secondary Indicators. The secondary indicator scores are nearly identical between
decision types. None of the viable methods for tracking either compact fluorescent fixtures
or lamps can be used to collect datato make inferences about trends in other regions. All
methods, however, can be used to collect information about other market effects indicators.
The extent to which this can be accomplished and the exact nature of such data will vary
across methods. On-site surveys and data collection from retailers are the only methods that
received a positive score for leverage, as the planned CEC residential customer survey could
be used to identify recent purchasers. Retailers participating in the residential lighting
program (or those that are ENERGY STAR? partners) could be required to provide data for
tracking in order to participate.

Table 8-5: Compact Fluorescent Fixtures and Lamps, New Construction

Downstream Midstream
On-Site
Criteria Mail/Phone| Surveys Builder Contractor
Reliability (Accuracy) 0.5 2 15 15
Reliability (Consistency) 1 1 0.5 0.5
Cost 4 3 3 2
Economies (Priorities)* 1 1 1 0
Economies (Non-priorities) 1 1 1 1
Timeliness 1 0.5 0 0
Barriersto Implementation 5 5 2 3
Preliminary Score 125 125 8 8
Leverage 0 0 0 0
Versatility 0.5 0.5 0.5 0.5
Context 0 0 0 0
Final Score 13 13 8.5 8.5

1 Scoresare not included in preliminary score.
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Table 8-6: Compact Fluorescent Fixtures and Lamps, Retrofit/Replace-on-

Burnout
Downstream Upstream
Mail/Phone

Criteria Survey On-Site Survey Retailer®
Reliability (Accuracy) 0.5 2 2
Reliability (Consistency) 1 1 1
Cost 4 1 3
Economies (Priorities)* 0 0 0
Economies (Non-priorities) 1 1 1
Timeliness 1 0.5 1
Barriersto Implementation 5 5 5
Preliminary Score 125 10.5 13
Leverage 0 0.5 0.5
Versatility 0.5 0.5 0.5
Context 0 0 0
Final Score 13 11.5 14

1 Scoresare not included in preliminary score.
2 Scoresfor collecting sales data from retailers reflect opportunities available through the ENERGY STAR

a

data collection efforts. This opportunity substantially influenced cost, leverage, and barriersto

implementation scores.
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8.4 Residential Appliances: Refrigerators, Dishwashers, and
Clothes Washers

Asindicated in Table 6-1, the following are viable methods for collecting data useful for
tracking efficiency market shares of refrigerators, clothes washers, and dishwasher replace-
on-burnout and net acquisitions:

m Include aresponse card in the product information packet (warranty card method)
that is returned by either the installation contractor or final consumer,

m  Conduct an on-site survey to collect manufacturer and model numbers of installed
equipment,

s Conduct atelephone or mail survey to obtain manufacturers and model number of
installed equipment, and

m  Collect sales data from home appliance retailers, which would necessarily include
manufacturers and model numbers of all appliances.®

The viable methods for tracking efficiency market shares of dishwashersinstalled in new
construction include the following:

m Include aresponse card in the product information packet (warranty card method)
that is returned by either the installation contractor or final consumer,

m  Conduct an on-site survey to collect manufacturer and model number of installed
equipment,

s Conduct atelephone or mail survey to obtain manufacturers and model numbers of
installed equipment, and

m  Collect efficiency data of installed equipment from builders, which would
necessarily include manufacturers and model numbers of dishwashers.

The remaining methods reviewed in Section 4 were judged to be non-viable because they
could not produce data that meet the primary requirements for tracking efficiency market
shares in California.

Table 8-7 presents RER’s preliminary analysis of viable methods for tracking residential
appliance replace-on-burnout or net acquisition sales. As shown, data collection at the retail
level received the highest overall score, followed by on-site surveys and mail/telephone
surveys. The high score awarded to data collection from retailersis primarily attributable to
the relatively low per-measure cost and high likelihood of success in obtaining data already
collected under the ENERGY STAR® program.

6 Note that these methods pertain to sales of all refrigerator and clothes washer sales, since these appliances
are not standard in new construction.
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Table 8-8 includes the analysis of viable methods for tracking efficiency market shares of
dishwashers installed in new construction. As shown, on-site surveys received the highest
overall score. On-site surveys are favored over other methods because they produce accurate
data, have low estimated per-measure costs, and have no barriers to implementation.

Reliability. Transactions data for replace-on-burnout or net acquisition purchases obtained
from retailers are considered to be very accurate, because these data contain al information
recorded at the point-of-sale, including key characteristics required for tracking. On-site
surveys also receive the highest score for accuracy, as these data represent actual
installations. Aswith other measures, warranty card data are not expected to be very
accurate due to potentially high self-selection bias and low response rates. All methods
except data collection from builders are expected to be consistent data sources for appliance
purchases of all decision types.

Cost. Costs vary across methods, though per-measure costs for replace-on-burnout and net
acquisitions are generally higher than new construction because of the lack of economies. As
shown in Table 8-7, estimated per-measure costs are lowest for retailer transaction data
because this method can utilize data currently collected under the ENERGY STAR? program.
Note that ENERGY STAR? data cover only participating retailers. Asaresult, it would be
necessary to augment these data with data collected from a sample of nonparticipating stores.
Costs for downstream surveys are relatively high due to the lack of any economies. That is,
when collecting data at the consumer node, it is highly unlikely that a particular residence has
replaced or acquired more than one priority measure within a three-month period. The

higher costs for awarranty card system are due to anticipated development costs.

Economies. Asstated above, implementation of downstream surveys to track clothes
washer and refrigerator sales and replacement or net acquisition dishwasher sales does not
offer economies in tracking other priority measures. An upstream data collection approach
does offer economies, though, because these appliances are distributed and sold to fina
consumers through the same retail establishments. As evidenced in Table 8-8, economies of
non-priority measures are not applicable, as there are no competing or substitute measures for
dishwashers.

Timeliness. The timeliness scores presented in both Table 8-7 and Table 8-8 are consistent
with scores for the same methods used to track other priority measures. First, mail or
telephone surveys could be implemented relatively quickly. On-site surveys would require a
longer start-up time due to questionnaire development and the amount of time required for
actual data collection. Developing awarranty card tracking system and developing
relationships with builders are both expected to be quite lengthy processes. Establishing a
tracking system with retailers can be accomplished fairly quickly, since this initiative would
be developed under the current ENERGY STAR? data collection efforts.
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Barriers to Implementation. On-site surveys were awarded the highest scores possible
for all appliance decision types, since they can provide a reliable source of high quality
tracking data with no major barriers to implementation. Collecting data for clothes washers,
refrigerators, and dishwashers (replace-on-burnout/net-acquisition only) at the retail level
also received the highest possible score due to the opportunities available through the
ENERGY STAR? program tracking efforts. Mail and telephone consumer surveys are also
expected to be very successful, asthere are no barriers to implementations and consumers
tend to be relatively willing and able to provide the required data.

The scores of the other methods were lower for the several reasons. RER’s past research
experience indicates that collecting data from builders has mixed success. Thisis due
primarily to uncertain record keeping practices, availability of time, and/or willingnessto
devote time to meet data request obligations. The warranty card method, which can be used
across decision types, is an undeveloped approach that also has many related uncertainties,
such as the willingness of manufacturers and/or distributors to assist in the development of
this method.

Secondary Indicators. Asshown below in Table 8-7, both on-site surveys and retail-
level tracking have some associated leverage. The planned CEC residential customer survey
can be used to produce a pre-screened sample of consumers that have recently purchased one
or more of the relevant appliances. Leverage exists with the retailersin the sense that
ENERGY STAR? Retail Partners and/or retailers participating in utility (statewide) appliance
programs can be required to provide data useful for tracking appliance sales.
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Table 8-7: Residential Appliances, Replace-on-Burnout/Net Acquisitions

Downstream Upstream
Warranty On-Site | Mail/Phone
Criteria Card Survey Survey Retailer?
Reliability (Accuracy) 0.5 2 1 2
Reliability (Consistency) 1 1 1 1
Cost 2 1 2 3
Economies (Priorities)* 0 0 0 1
Economies (Non-priorities) 0 0 0 1
Timeliness 0 0.5 1 1
Barriersto Implementation 2 5 5 5
Preliminary Score 55 9.5 10 13
Leverage 0 0.5 0 0.5
Versatility 0 0.5 0.5 0.5
Context 0.5 0 0 0
Final Score 6 10.5 10.5 14

1 Scoresare not included in preliminary score. A
2  Scoresfor collecting sales data from retailers reflect opportunities available through the ENERGY STAR®
data collection efforts. This opportunity substantially influenced cost, leverage, and likelihood of success

scores.

Table 8-8: Residential Appliances — Dishwashers Only, New Construction

Downstream Midstream
Warranty | On-Site | Mail/Phone
Criteria Card Survey Survey Builder
Reliability (Accuracy) 0.5 2 1 15
Reliability (Consistency) 1 1 1 0.5
Cost 2 3 4 3
Economies (Priorities)* 0 1 1 1
Economies (Non-priorities) na na na na
Timeliness 0 0.5 1 0
Barriersto Implementation 2 5 5 2
Preliminary Score 55 11.5 12 7
Leverage 0 0 0 0
Versatility 0 0.5 0.5 0.5
Context 0.5 0 0 0
Final Score 6 125 125 7.5

1 Scoresare not included in preliminary score.
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8.5 Residential Gas Water Heating

Asindicated in Table 6-1, the following are viable methods for collecting data useful for
tracking efficiency market shares of gas water heaters:

m  Collect compliance, verification, or field inspection data from building
departments (new construction only),

m Include aresponse card in the product information packet (warranty card method)
that is returned by either the installation contractor or final consumer,

= Implement on-site surveys to obtain the manufacturer and model number of
installed equipment,

m  Collect sales data from residential plumbing contractors, which would necessarily
include equipment manufacturers and model numbers of all units sold,

m  Collect sales data, including manufacturer and model number from water heater
distributors in California,

m  Collect sales data, including manufacturer and model number of all gas water
heater sold by retailers (replace-on-burnout only) and

m  Collect equipment installation information from residential builders, which should
also necessarily include equipment manufacturer and model number (new
construction only).

Four of these methods apply to both decision types. Collecting data from building
departments and builders applies only to new construction installations, and data collection
from retailers applies only to replace-on-burnout units.

Table 8-9 and Table 8-10 include RER'’ s analysis of viable methods for tracking residential
gas water heating equipment for new construction and replace-on-burnout purchases,
respectively. As shown, on-site surveys and building department verification forms were
awarded the highest overall scores for tracking new construction installations. On-site
surveys aso received the highest overall score for tracking replace-on-burnout and net
acquisition purchases. These results are attributable to relatively low per-measure costs,
accuracy of the data, and anticipated high likelihood of success.

Reliability. Several factorsinfluenced the reliability scores of each method for both
decision types. First, as with other measures, on-site surveys provide a reliable method for
collecting accurate data on gas water heater characteristics. Second, data collected through
building department data verification and field inspections will represent actual installations
rather than planned installations. Building department compliance data tends to lag actual
dates of installation and can contain data that is different from what was actually installed.
Third, collecting detailed data from builders and plumbing contractors is marginally less
accurate due to the uncertain and inconsistent record keeping practices of each of these
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market actors. Furthermore, these market actors are not viewed as long-term consistent data
suppliers, as their time availability and willingness to supply data are presently uncertain.
Fourth, plumbing contractors and retailers do not have full coverage for replace-on-burnout
and net-acquisition decision types. In particular, consumers can purchase gas water heaters
for replacements either from aretailer or directly from a plumbing contractor. Distributors
cannot distinguish sales by decision types, and only a portion of water heaters are sold
through distributors. Thus, even though data from distributors can be quite accurate and
useful, it will not meet all data requirements for tracking. Finally, as mentioned above, self-
selection bias and low response rates can be a major issue relating to the reliability of
warranty card data.

Cost. The costs for obtaining building department data, conducting on-site surveys, and
collecting data from builder surveys for new construction installations are relatively low,
reflecting the economies for tracking other priority measures with these approaches. Because
economies are not achievable with warranty cards or collecting data from plumbing
contractors or distributors, the per-measure costs for tracking replace-on-burnout and net
acquisitions are relatively high. For the same reasons, the costs for conducting on-site
surveys for replace-on-burnout and net-acquisition installations also increase considerably.

Economies. As mentioned above, economies are achievable by collecting data for new
construction with either on-site surveys, building department data, or builder surveys. For
example, building department data contain data on at least three other priority measures and
their respective non-priority measures, and on-site surveys can produce data on aimost all
priority measures and their competing technologies. Data available from warranty cards,
water heater distributors, and plumbing contractors would be water heater specific, and
therefore offer no economies.” All methods for both decision types would provide data on
non-priority measures.

Only data collection from retailers for replace-on-burnout and net acquisitions offers
economies. That is, tracking at the retailer node presents some economies with the ability to
track priority measures other than gas water heaters at a single node. When tracking at the
consumer node, it is highly unlikely that a particular residence has replaced or acquired more
than one priority measure within a three-month period.

Timeliness. None of the methods scored favorably for timeliness, with the exception of
collecting building department verification data. The major factors influencing the
development and implementation time of these methods include length of the data collection

7 However, some HVAC distributors also carry water heating equipment, in which case economies could
exist.
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period and the time needed to develop working relationships with market actors who can
provide tracking data.

Barriers to Implementation. On-site surveys scored the highest across decision types
since they can provide a reliable source of high quality tracking data with no major barriers
to implementation. The scores of the other methods were lower for the several reasons. The
success of collecting building department data for tracking new construction installations
relies on some intangibles, including the willingness of building department staff to
voluntarily provide tracking data and the effort needed to foster good working relationships
with building departments with no guarantee of success. RER’s past research experience, as
well as the Wisconsin tracking efforts, indicates that collecting data from builders and
plumbing contractors across decision types could have mixed success. Thisis due primarily
to the differing and uncertain record keeping practices of contractors and builders and their
availahility of time or willingness to devote time to meet data request obligations. The
warranty card method, which can be used across decision types, is an undeveloped approach
that also has many related uncertainties, such as the willingness of manufacturers and/or
distributorsto assist in developing this method. Informal discussions with a sample of water
heater distributors throughout the state indicate that a data collection effort with wholesale
distributors could be developed rather successfully. However, cooperation with retail
distributors is uncertain.

Secondary Indicators. Asindicated in Table 8-9 and Table 8-10, the only methods for
which existing relationships might be useful in facilitating data collection are obtaining new
construction installations through building department data and replace-on-burnout
installations via on-site surveys. The CEC can encourage participation and eventually
recommend mandatory participation through the Title 24 revision process scheduled for
2001. Also, the CEC's planned residential customer surveys can pre-screen customers for
recent gas water heater purchases, which will be used as a sample for on-site surveys. Some
methods, such as on-site surveys and data collection from builders and plumbing contractors,
can also be used to obtain information about other market effects indicators. Only the
warranty card method can provide efficiencies of gas water heater salesin other regions.
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Table 8-9: Gas Water Heaters, New Construction

Down- Mid- Up-
Bldg. Dept stream stream stream
D c - -
1 2 3
a2l 8| = : o) S 2
Warranty| £ | = | 3 CS)Sr-\?te % = e
Criteria Cad | O|>| (T Yl & O a
Reliability (Accuracy) 0.5 11212 2 15 15 1
Reliability (Consistency) 1 1111 1 0.5 0.5 1
Cost 2 314 4 3 2 2 2
Economies (Priorities)* 0 11111 1 1 0 1
Economies (Non-priorities) 1 1|1]1 1 1 1 1
Timeliness 0 05(1 1] 0 0.5 0 0 0
Barriersto Implementation 2 314 1|1 5 2 3 4
Preliminary Score 6.5 95|13 | 9 125 7 8 9
Leverage 0 05(05|05 0 0 0 0
Versatility 0 0] 0|0 0.5 0.5 0.5 0.5
Context 0.5 0] 0|0 0 0 0 0
Final Score 7 10 {135/ 95 13 7.5 8.5 9.5
1 Scoresare not included in preliminary score.
Table 8-10: Gas Water Heaters, Replace-on-Burnout
Downstream | Midstream Upstream
Warranty| On-Site
Criteria Card Surveys | Contractor | Distrib. | Retail
Reliability (Accuracy) 0.5 2 15 1 1
Reliability (Consistency) 1 1 0.5 1 1
Cost 2 1 2 2 2
Economies (Priorities)* 0 0 0 1 1
Economies (Non-priorities) 1 1 1 1 1
Timeliness 0 0.5 0 0 0
Barriersto Implementation 2 5 3 4 3
Preliminary Score 6.5 10.5 8 9 8
Leverage 0 0.5 0 0 0
Versatility 0 0.5 0.5 0.5 0.5
Context 0.5 0 0 0 0
Final Score 7 11.5 8.5 9.5 8.5

1 Scoresare not included in preliminary score.
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8.6 Residential Windows

Asindicated in Table 6-1, the viable methods for collecting data useful for tracking
efficiency market shares of residential windows include the following:

m  Obtain U-values, number of panes, and glazing area from building department data
(for new construction only),

m  Conduct an on-site survey to collect number of panes, frame type, and glazing
Size,

m  Collect all available window efficiency data from residential builders (for new
construction only),

m Collect all available sales or installation data from residential window contractors,
and

m  Obtain window sales data from retailers (retrofits only).

On-site surveys and collecting data from window contractors are applicable to both decision
types. Building department data and data collected from builders are only applicable to new
construction installations, and data collection from retailersis only applicable to window
retrofits. The remaining methods reviewed in Section 5 were judged non-viable because they
could not produce data that meet the primary requirements for tracking efficiency market
shares in California.

Table 8-11 and Table 8-12 present RER'’ s analysis of viable methods for tracking residential
windows in new construction and window retrofits, respectively. As shown, data obtained
from building department verification forms received the highest overall score for tracking
window efficiency parameters in new construction. Thisis due mainly to the low per-
measure cost, reliability of the data, and the anticipated high likelihood of success of this
method. Data collection from window contractors rated the highest for tracking efficiencies
of window retrofits. Although, none of the viable methods was highly favored, on-site
surveys and window contractor data collection faired best primarily because of the reliability
of the data and lower per-measure costs.

Reliability. The reliability scores for accuracy of all methods for both decision types
indicate that building department verification forms are the most accurate source of
efficiency datafor residential windows. Once windows are installed (e.g., window labels are
removed), U-values and solar heat gain coefficients (SHGCs) are no longer observable.
However, other parameters, including the number of panes and the frame type can be
recorded. Therefore, unlike the other measures, on-site surveys and building department
field ingpections are not the best source for the most accurate data. Builders and contractors
are likely to provide all desired window efficiency parameters, but it is uncertain if these
market actors would be willing to be long-term consistent data suppliers.
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Windows installed in existing homes are purchased at retail establishments by both final
consumers and contractors. Retailers can provide sales invoice information that should
include window characteristics, which would be very accurate. However, because
contractors also purchase windows from manufacturers and distributors, collecting data at the
retail level would exclude a portion of the market. Hence, retailers scored marginaly lower
in terms of accuracy than did contractors for providing retrofit efficiency data.

Cost. Aswith the other measures, per-measure costs for tracking new construction
measures are lower than those in existing homes because of the economies available by
tracking multiple priority measures with one method—with building department data or on-
Site surveys, in particular. Obtaining data from window contractors, builders, and retailersis
expected to be relatively high because of the time and resources required to recruit and
maintain relationships with these market actors.

Economies. Asindicated in Table 8-11, al methods offer economies, except data
collection from window contractors, who would not be able to supply data for any other
priority measures. None of the viable methods for tracking window retrofits offers
economies. Although some retail establishments that sell residential windows also sell
appliances (i.e., Home Depot), the economies did not seem extensive enough to warrant a
positive score. Note that economies gained by tracking non-priority measures are not
applicable here, as there are no competing or substitute measures for windows.

Timeliness. The timeliness scores presented in Table 8-11 and Table 8-12 are consistent
with timeliness scores for other measures. That is, for new construction data, some sources
of building department data and on-site surveys can be implemented more quickly than other
measures.

Barriers to Implementation. Asindicated, the likelihood of success varies by method.
As with the other measures, on-site surveys received the highest possible scores. Obtaining
new construction verification data from building departments is expected to be fairly
successful, as evidenced by RER’ s informal survey of building departments throughout
California. However, these results do not pertain to field inspections, as they are not
currently normal practice. RER anticipates that collecting data from midstream and upstream
market actors will be only marginally successful because of uncertain cooperation from
market actors.
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Secondary Indicators. Asshown, leverage can be used for obtaining building department
data and conducting on-site surveys, for new construction and retrofits, respectively. The
planned CEC residential customer survey can be used to produce a pre-screened sample of
consumers that have recently retrofitted windows in their home.  Some information about
other market effects indicators can be obtained from on-site surveys and data collection from
midstream and upstream market actors for both decision types, though the nature and extent
to which this can be accomplished will vary across methods. None of the methods can be
employed to obtain efficiency data for installations in other regions without corresponding

cost increases.

Table 8-11: Residential Windows, New Construction

Bldg. Dept. | Downstream Midstream
8l 5| -
2| &
S| ©| © On-Site
Criteria O| >| WL survey Builder | Contractor

Reliability (Accuracy) 12105 0.5 15 15
Reliability (Consistency) 1111 1 0.5 0.5
Cost 314 4 3 2 2
Economies (Priorities)* 111 1 1 0
Economies (Non-priorities) na| n/a| n/a n/a n‘a n‘a
Timeliness 05/ 1] 0 0.5 0 0
Barriersto Implementation 314 1|1 5 2 3
Preliminary Score 85|12 |65 10 6 7
Leverage 0510505 0 0 0
Versatility 0] 0|0 0.5 0.5 0.5
Context 0] 0|0 0 0 0
Final Score 9 |125| 7 10.5 6.5 7.5

1 Scoresare not included in preliminary score.
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Table 8-12: Residential Windows, Retrofit

Downstream Midstream Upstream
Criteria On-Site Survey Contractor Retailer
Reliability (Accuracy) 0.5 15 1
Reliability (Consistency) 1 0.5 1
Cost 1 2 1
Economies (Priorities)* 0 0 0
Economies (Non-priorities) n‘a na na
Timeliness 0.5 0 0
Barriersto Implementation 5 3 2
Preliminary Score 8 7 6
Leverage 0.5 0 0
Versatility 0.5 0.5 0.5
Context 0 0 0
Final Score 9 7.5 55

1 Scoresare not included in preliminary score.
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8.7 Nonresidential Windows

Asindicated in Table 6-2, the viable methods for collecting data useful for tracking
efficiency market shares of nonresidential windows include the following:

m  Obtain number of panes, U-values, frame type, glazing type (tinted or clear), and
glazing area from building department compliance forms or field inspections,

m  Conduct on-site surveys of nonresidential sites to collect information on number of
panes, frame type, and glazing type (tinted or clear), and glazing area,

m  Obtain relevant efficiency parameters from nonresidential builders, and

m Collect all available sales or installation data from nonresidential window
contractors.

Note that methods for tracking nonresidential window retrofits were not evaluated and all of
the above methods apply only to new construction installations. The nonresidential window
retrofits measure was dropped as a priority measure primarily because it is difficult to
concretely define what constitutes a window retrofit in the nonresidential sector. In
particular, as discussed in Section 4, window retrofits in nonresidential buildings typically
involve film application, and do not necessarily imply glazing or window assembly
replacement.

Table 8-13 includes RER’ s analysis of viable methods for tracking efficiency market shares
of windows installed in nonresidential new construction. Note that there are two columns for
on-site surveys. The scoring in the first column assumes that the planned CEC commercial
customer on-site surveys will be used to collect data for tracking purposes. The second
column of scores for on-site surveys reflect a“ground zero” approach — one which the costs
would not be subsidized by funds aready earmarked for CEC data collection (e.g., assume
that the CEC would not conduct commercial on-site surveys). The scores for the CEC and
non-CEC on-sites are identical except for cost estimates and leverage scores.

As shown, on-site surveys conducted through the CEC and compliance forms submitted to
building departments rated highest overall for collecting data on window efficiency
parameters for tracking. Aswith residential on-site surveys, there are no barriersto
implementing this method. However, data on window efficiency parameters available from
an on-siteislimited, as solar heat gain coefficients (SHGC) and other information, such as
glazing type, are not observable after construction is completed.

Reliability. As mentioned above, on-site surveys received alow accuracy score because
some window efficiency parameters cannot be observed. More accurate, but not perfect, data
sources include building department compliance forms, builders, and window contractors.
While builders are required to record all relevant efficiency parameters on the envelope
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compliance forms (ENV s), these data represent planned, not actual, installations.®
Nonresidential contractors and builders are likely to be able to provide all desired efficiency
parameters, but it is uncertain if these market actors would be willing to be long-term
consistent data suppliers.

Cost. Cost scores vary across viable tracking methods. As shown in Table 8-13, assuming
that the planned CEC commercial on-site surveys will be designed to collect data useful for
tracking, RER estimates that the additional MA&E funds needed to support this effort will be
fairly low. In contrast, on-site surveysthat cannot be subsidized are very expensive and are
given acost score of “1.” The costs of obtaining data from other market actors, including
building departments, window contractors, builders, and distributors, is expected to be
relatively high because of the time and resources required to recruit and maintain
relationships with these market actors.

Economies. All methods offer some economies for tracking multiple priority and non-
priority measures, except data collection from window contractors.

Timeliness. The timeliness scores presented in Table 8-13 are consistent with the scoring
of other measures. As shown, none of the viable methods for tracking nonresidential window
efficiency market shares can be implemented and operational relatively quickly. Obtaining
information from building department—either compliance forms or conducting field
inspections—will require time to receive cooperation from building departments and to
establish data collection protocols. As explained with the other measures, developing
working relationships with builders and contractors and establishing and maintaining the
system could be time intensive.

Barriers to Implementation. On-site surveys received the highest possible score, as there
are no barriers for implementing this method. The scores of the other methods are lower
because the methods rely on cooperation of either building departments or other market
actorsto supply data. Building department field inspections scored low because conducting
field inspections is not a normal business practice and it is unlikely that building departments
would be willing to change these practices in the near future. RER anticipates that data
collection from midstream market actors would be only marginally successful because of
uncertain cooperation from these market actors.

8 Recall that in the residential sector, differences between the compliance forms and installation verifications
forms (CF-6R) are not uncommon. However, informal discussions with building departments in California
indicate that differences between planned and actual installations in the nonresidential sector are less
common.
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Secondary Indicators. Asshown, leverage exists with both building departments and the
CEC on-site surveys. First, the CEC could encourage building department cooperation.
Second, the CEC could incorporate efficiency market share tracking needs into its planned
commercial on-site survey effort. The methods through which there is direct contact with a
market participant (downstream or upstream) offer some versatility. For example, carefully
designed questions pertaining to awareness and decision-making practices of end users could
be incorporated into an on-site survey, and questions regarding efficiency specification and
other business practices could be asked as a part of the data collection protocol from
midstream market actors.

Table 8-13: Nonresidential Windows, New Construction

Bldg. Department | Downstream Midstream
S| 2
Fidd | 20 @
Criteria Compliance| Insp. | © £| O | Builder | Contractor
Reliability (Accuracy) 15 0.5 05 | 05 15 15
Reliability (Consistency) 1 1 1 1 0.5 0.5
Cost 3 2 4 1 3 2
Economies (Priority Measures)* 1 1 1 1 1 0
Economies (Non-Priority Measures) 1 1 1 1 1 0
Timeliness 0.5 0 05 | 05 0 0
Barriersto Implementation 3 1 5 5 2 2
Preliminary Score 10 55 12 9 8 6
Leverage 0.5 0.5 0.5 0 0 0
Versatility 0 0 05 | 05 0.5 0.5
Context 0 0 0 0 0 0
Final Score 10.5 6 13 9.5 8.5 6.5

1 Scoresare not included in preliminary score.
2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer
surveys.
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8.8 Nonresidential HYAC: Packaged Air Conditioning

Asindicated in Table 6-2, the viable methods for tracking packaged air conditioners include
the following:

m  Collect equipment manufacturer and model number from building departments,
either from required compliance forms or field inspections (new construction

only),

m Include aresponse card in the product information packet (warranty card method)
that is returned by either the installation contractor or final consumer,

= Implement on-site surveys to obtain the manufacturer and model number of
installed equipment,

m  Collect equipment installation information from nonresidential builders, which
should also necessarily include equipment manufacturer and model number (new
construction only),

m  Collect sales datafrom HVAC contractors, which would necessarily include
equipment manufacturer and model numbers of all units sold in California, and

m  Obtain manufacturer, model numbers, and other relevant characteristics of
packaged air conditioning equipment sold by HVAC equipment distributors.

All of these methods are applicable to both decision types except collecting data from
building departments and builders, which are only applicable to new construction
installations. The remaining methods reviewed in Section 5 were judged non-viable because
they could not produce data meeting the primary requirements for tracking efficiency market
sharesin California. Asexplained in the residential HV AC section above, even though data
from distributors cannot distinguish between decision types, data collection from HVAC
equipment distributors remained a viable option because 1) some HVAC distributors can
identify decision type by sales to specific customers, 2) there is potential in the future to
encourage distributors to record the type of installation at the point-of-sale, and 3) market
share tracking of HVAC equipment through distributors has been successful in Wisconsin.

Table 8-14 and Table 8-15 include RER’s preliminary analysis of viable methods for
tracking commercial packaged air conditioning equipment for new construction and replace-
on-burnout installations, respectively. There are two columns for on-site surveys in both
tables. The scoring in the first column assumes that the CEC will conduct on-site surveysin
the commercial customer that will be used to collect data for tracking purposes. The second
column of scores for on-site surveys assumes that the CEC would not conduct commercial
on-site surveys. The scores for the CEC and non-CEC on-sites are identical except for cost
estimates (in Table 8-14 only) and leverage scores (in both tables).
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As shown in Table 8-14, on-site surveys (both CEC and non-CEC), building department
compliance form data, and distributor data collection received the highest scores for tracking
new construction installations, primarily because the data can be very accurate, there are few
or no barriers to implementing these methods, and/or there are low development and
operation costs.

On-site and telephone surveys and distributor data collection received the highest overall
scores for tracking replace-on-burnout installations of commercial packaged air conditioning
equipment. These results are attributable to the high degree of data accuracy, relatively low
cost, and the absence of barriers associated with implementing these methods.

Reliability. Most of the viable methods for tracking packaged air conditioning equipment
installed in new construction received favorable scores for accuracy and consistency; those
that involved on-site verification of installations were awarded the highest scores for
accuracy (field inspections through building departments and on-site surveys). As with some
of the residential measures, warranty card data are not expected to be accurate due to
potentially serious response bias. Sales data obtained from HVAC distributors were awarded
alower score only because the distributors interviewed by RER staff indicated that they do
not maintain records on decision type. However, some distributors can infer decision type
through tracking sales to specific contractors. All methods except collecting data from
builders and contractors were deemed to be consistent data sources.

Reliability scores of methods for tracking replace-on-burnout installations are similar to
those for new construction. While customer telephone surveys are not appropriate for some
measures, RER'’s past experience reveals that data pertaining to small commercial HVAC
equipment obtained via telephone surveys can be fairly accurate.

Cost. Evaluation scores for the cost criterion varied from being relatively low to being
fairly high. On-site surveys conducted by the CEC scored most favorably for new
construction installations. Note that both CEC and non-CEC on-site survey and telephone
survey costs are significantly higher for collecting data on replace-on-burnout installations.
These higher costs are attributable to the fact that, because the anticipated CEC on-site
samples would not be sufficient to produce reliable estimates of efficiency market shares of
replace-on-burnout installations, the CEC’s on-site survey must be augmented with
additional data collection activities.

The remaining methods involve considerable effort since they require the recruitment of
market actors and the development of data reporting protocols. Aswith the other measures,
the ability to recruit data suppliers varies depending on the market actors involved and can be
relatively costly. The fewer market actors that need to be recruited to cover the same
percentage of the market as other methods, the more minimal the costs.
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Economies. Asshownin Table 8-14 and Table 8-15, al of the viable methods can be used
to track additional priority and non-priority measures for both new construction and replace-
on-burnout installations except the warranty card method. HVAC contractors would only be
able to provide data for HVAC-related equipment.

Timeliness. Timeliness scores are consistent with those awarded for other measures. In
particular, those methods that require recruiting participation from market actors—warranty
card data and data collection from builders and contractors—are not expected to be
developed and operational in a timely manner. Obtaining compliance forms from building
departments and conducting on-site surveys require less development time, but still involve
time and resources for development of gquestionnaires and data collection protocols. A
telephone survey for collecting efficiency data of equipment replacements can be developed
fairly quickly.

Barriers to Implementation. Asshown by Table 8-14 and Table 8-15, on-site and
telephone surveys and data collection from HV AC equipment distributors received the
highest scores, indicating few or no barriers to implementing these methods. Because HVAC
equipment distributors typically sell both residential and small commercial HVAC
equipment, the results for residential central air conditioning and gas furnaces apply to
packaged air conditioning. The seven distributors informally interviewed by RER indicated
at least awillingness to explore participating in an efficiency market share tracking initiative.

As with other measures, the barriers to implementing the remaining methods are primarily
related to gaining the cooperation of market actors to serve as data suppliers. Building
department field inspections were awarded the lowest possible score because it is unlikely
that building departments would be willing to dedicate scarce resources to conduct field
inspections in the near future. Furthermore, RER anticipates that data collection from
midstream market actors would be only marginally successful because of uncertain
cooperation from market actors.

Secondary Indicators. The scoring of the secondary criteria are consistent across
measures. As shown, data sources available through building departments and on-site
surveys conducted by the CEC offer leverage. Some methods, mainly those that involve
direct contact with one or more market actors, can be used to collect information on other
market effects indicators. only the warranty card data method can produce data pertaining to
sales of packaged air conditioning equipment outside of California.
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Table 8-14: Packaged Air Conditioning, New Construction

Bldg. Down- Up-
Dept. stream Midstream | stream
el g < S | 8
= c (o) (0} o % =]
— — = = o]
= n | D ) = 'z
Warranty | £ | 3 . ; = c %
. . O 2 = = > o —
Criteria Card O |iL | O] O s} O a
Reliability (Accuracy) 0.5 15 2 2 2 15 15 1
Reliability (Consistency) 1 1 1 1 1 0.5 0.5 1
Cost 2 3 2 4 1 3 2 3
Economies (Priority Measures)* 0 1 1 1 1 1 1 1
Economies (Non-Priority Measures) 1 1 1 1 1 1 1 1
Timeliness 0 05| 0 05|05 0 0 0
Barriersto Implementation 2 3 1 5 5 2 2 4
Preliminary Score 6.5 10 | 7 |135/105| 8 7 10
Leverage 0 05/05/05| 0 0 0 0
Versatility 0 0 0 [ 05/05| 05 0.5 0.5
Context 0.5 0 0 0 0 0 0 0
Final Score 7 105| 75 |145| 11 | 85 75 105

1 Scoresare not included in preliminary score.
2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer

surveys.

3 Recall from Section 4 that distributors of residential HV AC equipment typically sell small commercial

equipment as well.
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Table 8-15: Packaged Air Conditioning, Replace-on-Burnout

Downstream Midstream | Upstream
0 g
8 =
g o 2
Warranty @ @ %
. . c c c . . 3
Criteria Card O @) o | Contractor |Distributor
Reliability (Accuracy) 0.5 2 2 15 15 1
Reliability (Consistency) 1 1 1 1 0.5 2
Cost 2 1 1 2 2 3
Economies (Priority Measures)* 0 0 0 0 0 1
Economies (Non-Priority Measures) 0 0 0 0 1 1
Timeliness 0 05 | 05 1 0 0
Barriersto Implementation 1 5 5 5 2 35
Preliminary Score 45 95 | 95 | 105 7 10.5
Leverage 0 0.5 0 0 0 0
Versatility 0 05 | 05 | 05 0.5 0.5
Context 0.5 0 0 0 0 0
Final Score 5 105 | 10 11 7.5 11

1 Scoresare not included in preliminary score.
2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer

surveys.

3 Recall from Section 4 that distributors of residential HV AC equipment typically sell small commercial

equipment as well.
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8.9 Nonresidential HVAC: Chillers

Asindicated in Table 6-2, the viable methods for collecting data useful for tracking
efficiency market shares of chillers include the following:

m  Collect datafrom building departments, either from required compliance forms or
field inspections (new construction only),

m  Collect efficiency parameters by chiller type and size of installed equipment viaa
customer mail or telephone survey,

m  Conduct on-site surveysto collect efficiency parameters by type and size of
installed equipment,

m  Obtain sales data from major chiller manufacturers, which would necessarily be
segmented by type and size, and

m  Collect efficiency parameters by chiller type and size of installed equipment from
HVAC contractors.

All of these methods are applicable to both decision types except collecting data from
building departments, which is applicable only to new construction installations.

Table 8-16 and Table 8-17 include RER'’s preliminary analysis of viable methods for
tracking efficiency market shares of new construction and replace-on-burnout installations of
chillers, respectively. Aswith the other measures, RER differentiated between on-site
surveys subsidized by funds earmarked for CEC data collection and those that are not. The
scores for the CEC and non-CEC on-sites are identical except for cost estimates of new
construction installations and leverage scores.

Asindicated in the tables below, CEC on-site surveys received the highest overall score,
followed by telephone surveys and data collection from chiller manufacturers for
installations in newly constructed buildings/facilities. Data collection from chiller
manufacturers and a customer telephone survey were awarded the highest overall scores for
replace-on-burnout installations.

Reliability. Asshown below, accuracy scores varied only slightly across viable tracking
methods. Building department field inspections and data collection from manufacturers
received the highest possible scores for new construction and replace-on-burnout
installations, respectively. Data from building department compliance forms are accurate,
but represent planned, not actual, installation data. There tends to be less divergence
between planned and actual installations in the nonresidential sector than in the residential
sector. Data collection from midstream market actors is expected to be fairly accurate,
though this fact is uncertain at thistime.
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Note that on-site surveys were not awarded a perfect accuracy score, as with most other
measures. Because the analysis of on-site surveys assumed that they would be conducted as
part of the CEC’s planned commercial on-site survey effort, any chiller installationsin the
industrial sector (roughly 20% of all chiller sales) would be omitted from the sample. Thus,
the data obtained via the CEC commercial on-site surveys might not be perfectly
representative of the entire chiller market for either decision type, insofar as there are
differences in decision making between installations in the commercial and industrial sectors.

Cost. Cost estimates vary across methods, with non-CEC on-site surveys, building
department field inspections, and data collection from midstream market actors being the
most costly for collecting data in the new construction market. Because costs are partly a
function of the number of priority measures covered by the method, and the assumption that
tracking efforts would be incorporated into the CEC's planned commercial survey effort, on-
Site surveys are estimated to be the least expensive method for tracking chiller installations.

Notein Table 8-17 that the on-site survey costs are significantly higher for collecting data on
replacement installations. These higher costs are attributable to the fact that, because the
anticipated CEC on-site samples would not be sufficient to produce reliable estimates of
efficiency market shares of replace-on-burnout installations, the on-site survey must be
augmented with additional data collection activities.

Economies. Asshownin Table 8-16 and Table 8-17, economies can be achieved primarily
through data collection from building departments and through telephone or on-site surveys.
Economies might be possible through contractors and facility engineers or designers, but the
extent is uncertain and would depend upon the specialization of these market actors. Note
that data collection from manufacturers does not offer any economies. Even though afew of
the major chiller manufacturers also produce residential and small commercial HVAC
equipment, chiller sales are typically conducted through a separate division or sales office.
The ability to obtain data pertaining to chiller sales as well as other HVAC equipment
through the same channels is uncertain.

Timeliness. Asshown, afew of the viable methods cannot be developed and operational in
atimely manner, mainly building department field inspections and data collection from
midstream market actors. Aswith the other measures, these methods could involve
considerable development time and resources. Other methods, including obtaining
compliance data from building departments and chiller manufacturers and conducting on-site
surveys could be developed in afairly reasonable amount of time, though not as quickly as
administering a telephone survey.

Barriers to Implementation. RER anticipates strong barriers to implementing field
inspections through building departments, and relatively strong barriersto collecting data
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from midstream market actors. Aswith other measures, these scores are primarily based

upon low or uncertain long-term cooperation of key market actorsto supply data. Because a

sample can be designed to achieve any response rate, there are essentially no barriersto
implementing on-site or telephone surveys.

Secondary Indicators. Asshown, leverage (through the CEC) can be used to develop
and implement data collection efforts with building departments as well as by incorporating

tracking needs into the planned commercial customer on-site survey effort. All methods,

except building department data sources, can be used to collect information on other market
effectsindicators. Data collection from chiller manufacturersis the only method through
which data can be collected on chiller sales in regions outside of California.

Table 8-16: Chillers, New Construction

Building
Department Downstream Midstream | Upstream
g | .| T & -
£ 2 4 9 o § Bz &8
- £ 3 5| 2|2 ¢ &g &
Criteria O I o O O O w Ao =
Reliability (Accuracy) 15 2 15 15 15 15 15 15
Reliability (Consistency) 1 1 1 1 1 0.5 0.5 0.5
Cost 3 2 2 4 1 2 2 3
Economies (Priority Measures)* 1 1 1 1 1 0 0 0
Economies (Non-Priority Measures) 1 1 1 1 1 0 0 0
Timeliness 0.5 0 1 0.5 0.5 0 0 0.5
Barriersto Implementation 2 1 5 5 5 2 2 4
Preliminary Score 9 7 125 13 10 6 6 10.5
Leverage 0.5 0.5 0 0.5 0 0 0 0
Versatility 0 0 0.5 0.5 0.5 0.5 0.5 0.5
Context 0 0 0 0 0 0 0 0.5
Final Score 9.5 75 13 14 105 | 65 6.5 11
1 Scoresare not included in preliminary score.
2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer
surveys.
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Table 8-17: Chillers, Replace-on-Burnout

Downstream Midstream Upstream
o 2
g g (2 8 (2 Engineer/
Criteria T A 0L O |Contractor| Designer |Manufacturer
Reliability (Accuracy) 15| 15| 15 15 15 2
Reliability (Consistency) 1 1 1 0.5 0.5 1
Cost 2 1 1 2 2 3
Economies (Priority Measures)* 0 0 0 0 0 0
Economies (Non-Priority Measures) 0 0 0 0 0 0
Timeliness 1 05 | 05 0 0 0.5
Barriersto Implementation 5 5 5 2 2 4
Preliminary Score 105| 9 9 6 6 10.5
Leverage 0 0.5 0 0 0 0
Versatility 05| 05| 05 0.5 0.5 0.5
Context 0 0 0 0 0 0.5
Final Score 11 | 10 | 95 6.5 6.5 115

1 Scoresare not included in preliminary score.
2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer
surveys.
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8.10 Non-HVAC Motors

Asindicated in Table 6-2, the viable methods for collecting data useful for tracking
efficiency market shares of non-HV AC motors include the following:

m  Conduct on-site surveysto obtain motor efficiency data by horsepower (HP)
levels,

m  Collect motor efficiency levels by HP of units sold by California motor
distributors and/or purchased by OEMs, and

m  Collect efficiency level and HP of motors specified and/or purchased by engineers.
Note that there is no distinction between decision types for this measure.

Table 8-18 includes RER’ s preliminary analysis of viable methods for tracking efficiency
market shares of motors purchased for non-HVAC applications. Asindicated, on-site
surveys received the highest overall score. Despite the higher costs, on-site surveys can
produce more accurate data and essentially have no associated barriers to implementation
compared to the other alternatives.

Reliability. Asindicated below, only on-site surveys can produce accurate data on motor
efficiencies. Accuracy scores for the other methods are lower primarily because data
collected from any one upstream market actor will not represent the entire motor market.
Recall from Section 4 that there are two distinct channels of motor distribution: to OEMs
and through motor distributors. Motors shipped to OEMs are assembled with other
components in the production of a variety of types of equipment and products. Motors sold
through motor distributors are eventually sold to final end users for motor replacements.
Though motors sold through distributors as stand-alone products are more relevant to market
transformation efforts in California, collecting data from only one of these market nodes
would exclude the remainder of the market. All viable tracking alternatives are expected to
be consistent sources of data on along-term basis.

Cost. Cost isone of the factorsthat distinguishes on-site surveys from the other tracking
aternatives. Because non-HVAC motors are primarily installed in the industrial sector (e.g.,
assembly, process, compressed air applications), the CEC commercial on-site surveys cannot
cover thismeasure. This, and the fact that industrial on-site surveys are considerably more
expensive than commercial on-site surveys, results in very high on-site cost estimates. Cost
estimates for other tracking alternatives are also fairly high, due to the time and resources
required to recruit data suppliers and develop data collection protocols.

Economies. Asshownin Table 8-18, scores for the economies criterion vary across
methods. On-site surveys can be used to collect data on other priority and non-priority
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measures, though the extent to which thisis possible is limited to other measures installed in
the industrial sector. Compressed air optimization and adjustable speed drives are the only
priority measures that can also be covered by on-site surveys in the industrial sector. Aside
from on-site surveys, data collection from engineersis the only other tracking alternative that
offers notable economies through tracking other measures. Some motor distributors carry
related equipment components, including ASDs. This, however, did not warrant a positive
score for this criterion.

Timeliness. Scoresfor the timeliness criterion reveal that data collected with any of the
viable methods will not be available in arelatively timely fashion. Thisresult is primarily a
function of either the field time required for on-site surveys or the time required to develop
relationships and data collection protocols with other key market actors.

Barriers to Implementation. Asindicated below, with the exception of on-site surveys,
all of the viable methods have significant barriers to being successful efficiency market share
tracking methods.

To assess the feasibility of collecting sales data from motor distributors, RER conducted an
informal survey with a sample of motor distributorsin California.® Six motor distributors,
representing less than 5% of the California market, were surveyed for their record keeping
practices (e.g., the type of salesinformation they tracked, how this information is stored) and
their willingness to participate in a statewide tracking program. None of the distributors
were interested in participating in any sort of tracking program. Moreover, the information
the distributors record is incomplete and would not meet the data requirements for tracking
efficiency market shares. For example, sales model numbers are not necessarily stored in an
electronic database. One company, however, indicated that they might participate with an
incentive offering.10

Secondary Indicators. Asshown, none of the aternative tracking methods received
positive scores for the leverage criterion, though all methods can be used to track other
market effects indicators because they involve some sort of direct contact with key market
actors. Data collection from OEMs or OEM distributors is the only alternative that can
collect data on sales in other regions.

9 A sample of hundreds of motor wholesaler/distributors in California was compiled from various sources,
including lists from manufacturers. There are alarge number of small independent distributorsin addition
to larger distributors having multiple branches throughout the state.

10" Although 5% is a small sample of market actually surveyed, many other calls were placed with no response.
This lack of response is most likely indicative of their interest and that additional completed surveys would
result in the same conclusion.
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Table 8-18: Non-HVAC Motors

Downstream Upstream Midstream
On-Site OEMs, M otor

Criteria Survey Distributors| Distributors| Engineer
Reliability (Accuracy) 2 1 1 1
Reliability (Consistency) 1 1 1 1
Cost 1 2 2 2
Economies (Priority Measures)* 1 0 0 1
Economies (Non-Priority Measures) 1 0 0 1
Timeliness 0.5 0 0 0
Barriersto Implementation 5 1 1 2
Preliminary Score 11.5 5 5 7
Leverage 0 0 0 0
Versatility 0.5 0.5 0.5 0.5
Context 0 0.5 0 0
Final Score 12 6 55 7.5
1 Scoresare not included in preliminary score.
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8.11 Adjustable Speed Drive Pumps and Fans

Asindicated in Table 6-2, the viable methods for collecting data useful for tracking
efficiency market shares of adjustable speed drive (ASD) pumps and fans include the
following:

m  Collect data on pump and fan controls for all applicable variable load motors from
building department compliance forms or field inspections (new construction
only),

m  Collect data on pump and fan controls for al applicable variable load motors from
atelephone survey,

m  Conduct an on-site survey to collect data on pump and fan controls for all
applicable variable load motors,

m  Collect data on pump and fan controls for al applicable variable load motors from
engineers, and

m  Collect sales data from distributors regarding sales of ASDs in California.
Note that there is no distinction between decision types for this measure.

Table 8-19 includes RER’s preliminary analysis of viable methods for tracking efficiency
market shares of ASD installations. Aswith most of the priority nonresidential measures,
RER has provided two columns for on-site surveys. The scoring in the first column assumes
that the tracking needs will be incorporated into the planned CEC commercial customer on-
site surveys. The second column of scores assumes that the CEC would not conduct
commercial on-site surveys with funds earmarked for data collection. The scores for the
CEC and non-CEC on-gites are identical except for cost estimates and leverage scores.

Asindicated in Table 8-19, CEC on-site surveys and telephone surveys received the highest
overall score, primarily because of the relatively low estimated costs and absence of barriers
to implementation. Building department compliance records and unsubsidized on-site
surveys also received relatively high overall scores.

Reliability. Asshown below, building department field inspections and telephone surveys
received the highest possible scores for accuracy. Data collected through on-site surveys will
be very accurate, as they represent actual installations. However, the accuracy score for on-
Site surveysis low because of the assumption that tracking needs will be incorporated into
the planned CEC commercial survey. Assuch, ASD applicationsin the industrial sector will
not be accounted for, and the resulting data would not be representative of the entire ASD
market. All methods are expected to produce data on a consistent basis.
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Cost. Cost estimates vary across methods, with building department field inspections and
data collection from midstream and upstream market actors being the most costly for
collecting dataon ASD installations. Because costs are partly a function of the number of
priority measures covered by the method, and the assumption that tracking efforts would be
incorporated into the CEC’ s planned commercial survey effort, on-site surveys are estimated
to be the least expensive method for tracking the extent of ASD applications. Unsubsidized
on-site surveys have the highest per-measure estimated cost.

Economies. Asindicated in Table 8-19, economies are achievable with all alternative
methods for tracking ASDs except through data collection from distributors. As explained
above, the same distributors might carry both motors and ASDs, but no other priority
measures would apply. Thiswas deemed to not warrant a positive score for this criterion.

Timeliness. Timeliness scores are consistent with the those awarded for other measures.
With the exception of atelephone survey, data collected with any of the viable methods will
not be available in arelatively timely fashion. Thisresult is primarily a function of either the
field time required for on-site surveys or the time required to develop relationships and data
collection protocols with other key market actors.

Barriers to Implementation. Aswith the other measures, telephone and on-site surveys
can be successful tracking methods because samples can be designed to achieve the
necessary response rate for producing reliable estimates of efficiency market shares. Barriers
to implementation exist with the remaining methods, primarily because they rely on the
cooperation of key market actors to supply data. Cooperation from these market actorsis
either uncertain or is expected to be very low. For example, results of RER’ s information
survey of motor distributors, described in the preceding subsection, might apply to ASD
distributors, since some distributors carry both motors and ASDs. Thus, the barriersto
developing a data collection agreement are expected to be very high.

Secondary Indicators. Asshown, scores for the three secondary criteria vary across
methods. Leverage exists with building departments and CEC on-site surveys for reasons
explained in the above subsections. Only methods that involve direct contact with key
market actors, including data collection at the site level and from midstream and upstream
market actors, can be used to collect information on other market effects indicators, such as
consumer awareness, availability of information, and decision making and stocking practices.
None of the viable methods for tracking ASDs can be used to collect data outside of
California without increasing cost estimates accordingly.
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Table 8-19: ASD Pumps and Fans

Bldg. Dept.| Downstream | Midstream | Upstream

g %0

£ 835 9

E s 5§ @ 0

Criteria S &|&|6&6|6 Engineers | Distributors

Reliability (Accuracy) 1 2 2 1 1 1 1
Reliability (Consistency) 1 1 1 1 1 1 1
Cost 3 2 3 4 1 2 2
Economies (Priority Measures)* 1 11 1 1 1 0
Economies (Non-priority Measures) 1 1 1 1 1 1 0
Timeliness 05| 0 1 | 05|05 0 0
Barriersto Implementation 3 1 5 5 5 2 3
Preliminary Score 95 | 7 13 | 135 10.5 7 7
Leverage 05{05] 0 05| O 0 0
Versatility 0 0 | 05| 05| 05 0.5 0.5
Context 0 0 0 0 0 0 0
Final Scores 10 | 75 1135|145 11 7.5 7.5

1 Scoresare not included in preliminary score.
2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer

surveys.
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8.12 Nonresidential Lighting: 32W T8s w/Electronic Ballasts

Asindicated in Table 6-2, the viable methods for collecting data useful for tracking
efficiency market shares of nonresidential lighting equipment — 32 watt T8 lamps with
electronic ballasts, in particular - include the following:

m  Obtain installed lighting information, including luminaire type, lamp type and
number, ballast type and number, and watts per square foot from building
department compliance forms or field inspections (new construction only),

= Implement on-site surveys to obtain the lighting efficiency parameters, luminaire
type, lamp type and number, and number of ballasts by type of installed
equipment,

m  Collect necessary data of installed lighting equipment from nonresidential
builders, (new construction only), and

m  Collect sales data from nonresidential lighting contractors, which would
necessarily include efficiency parameters, lamp and ballast type, and number of
units sold.

All of these methods are applicable to both decision types except collecting data from
building departments and builders, which are only applicable to new construction
installations.

Table 8-20 and Table 8-21 include RER'’s evaluation of viable methods for tracking
efficiency market shares of lighting equipment installed in the nonresidential new
construction sector and retrofits, respectively. Note that there are two columns for on-site
surveys. The scoring in the first column assumes that the planned CEC commercia customer
on-site surveys will be used to collect data for tracking purposes. The second column of
scores reflect that the costs would not be subsidized by funds aready earmarked for CEC
data collection. The scores for the CEC and non-CEC on-sites are identical except for cost
estimates and leverage scores.

As shown in Table 8-20, both CEC and non-CEC on-site surveys and obtaining data from
compliance forms submitted to building departments received the highest overall scores. The
main differences among scoring across methods are mostly due to differences in estimated
costs and expected barriers to implementation. Table 8-21 reveals that on-site surveys and
mail/telephone surveys scored more favorably than data collection from lighting contractors
because the data are expected to be more accurate, estimated costs are lower, and significant
barriers to implementation are absent.

Reliability. Asshown by Table 8-20 and Table 8-21, the viable methods for tracking
nonresidential lighting equipment can produce accurate data for both decision types.
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Obtaining data from building department compliance forms was not awarded a perfect score
for accuracy because data represent planned, not actual, installations. Similar to other
measures, the uncertain record keeping practices of and cooperation from builders and
contractors resulted in lower reliability scores — for both data accuracy and consistency — for
data collection from these market actors.

Cost. Asevidenced by the scoring, on-site surveys for collecting new construction
installations can be implemented at afairly low marginal cost if tracking needs were to be
incorporated into the CEC commercial survey effort. However, on-site survey costs are very
high for tracking retrofits with and without CEC involvement. Obtaining building
department compliance forms (for new construction installations) and developing a telephone
or mail survey (for retrofits) are also expected to be less expensive than collecting data from
midstream market actors, such as builders and contractors. Similar to other measures,
developing tracking systems that involve recruiting market actors as data suppliers could be
costly and time intensive because of the effort required to recruit and maintain their
cooperation.

Economies. Asshown in Table 8-20, data collection from lighting contractors is the only
method that cannot collect data for tracking other priority measures. All other methods can
track multiple priority measures and other non-priority measures. None of the viable
methods for tracking lighting retrofits can be used to track other priority or non-priority
measures.

Timeliness. The timeliness scores are consistent with those awarded for other measures.
The methods that require recruiting participation from market participants, including data
collection from builder and lighting contractors, are not expected to be developed and
operational in atimely manner. Obtaining compliance forms from building departments and
conducting on-site surveys require less development time, but still involve time and
resources for questionnaire development and data collection protocols. A telephone survey
for collecting efficiency data of lighting retrofits can be developed fairly quickly.

Barriers to Implementation. The anticipated barriers to successfully implementing the
viable methods for tracking nonresidential lighting vary considerably. Building department
field inspections, and data collection from contractors and builders were awarded very low
scores. As mentioned previously, RER anticipates little willingness on the part of building
departments to conduct on-site field inspections to verify installations. Likewise,
cooperation from builders and contractors is not expected to be high. At the other end of the
spectrum, have not been identified barriers to successfully implementing on-site and mail or
telephone surveys.
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Secondary Indicators. Asshown, only CEC on-site surveys and building department
data sources received positive scores for leverage. With respect to versatility, questions to
obtain information about other market effects indicators can be incorporated into the on-site
survey or the data collection protocol with lighting contractors and builders. None of the
viable methods for tracking nonresidential lighting for either decision type can produce data
for tracking efficiency market shares in other regions.

Table 8-20: Nonresidential Lighting (32W T8s w/Electronic Ballasts), New

Construction

Bldg. Department | Downstream Midstream
S | 2
Fidd | 25| 2
Criteria Compliance| Insp. | © &| O |Contractor| Builder
Reliability (Accuracy) 15 2 2 2 15 15
Reliability (Consistency) 1 1 1 1 0.5 0.5
Cost 3 2 4 1 2 2
Economies (Priority Measures)* 1 1 1 1 0 1
Economies (Non-Priority Measures) 1 1 1 1 1 1
Timeliness 0.5 0 05 | 05 0 0
Barriersto Implementation 3 1 5 5 2 2
Preliminary Score 10 7 135 | 10.5 7 7
Leverage 0.5 0.5 0.5 0 0 0
Versatility 0 0 05 | 05 0.5 0.5
Context 0 0 0 0 0 0
Final Score 10.5 7.5 145 | 11 7.5 7.5

1 Scoresare not included in preliminary score.
2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer

surveys.
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Table 8-21: Nonresidential Lighting (32W T8s w/Electronic Ballasts), Retrofit

Downstream Midstream
On-
Site On- Phone/M alil
Criteria (CEC)* | Site Survey Contractor
Reliability (Accuracy) 2 2 1 15
Reliability (Consistency) 1 1 1 0.5
Cost 1 1 3 2
Economies (Priority Measures)* 0 0 0 0
Economies (Non-Priority Measures) 0 0 0 0
Timeliness 0.5 0.5 1 0
Barriersto Implementation 5 5 5 2
Preliminary Score 9.5 9.5 11 6
Leverage 0.5 0 0 0
Versatility 0.5 0.5 0.5 0.5
Context 0 0 0 0
Final Score 10.5 10 115 6.5

1 Scoresare not included in preliminary score.
2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer

surveys.
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8.13 Nonresidential HVAC: Energy Management Systems

Asindicated in Table 6-2, the viable methods for collecting data useful for tracking
efficiency market shares of energy management systems include the following:

m  Collect data about the HVAC system control features from building departments,
either from required compliance forms or through field inspections (new
construction only),

m  Administer amail or telephone survey to collect data on the type and use of
installed HVAC controls from end users,

= Implement on-site surveys to collect data on the type and use of installed HVAC
controls from end users,

m  Collect sales datafrom HVAC contractors, which would necessarily include
information about HVAC system control types sold and installed in nonresidential
buildings in California.

All of these methods are applicable to both decision types, except collecting data from
building departments.

Table 8-22 and Table 8-23 include RER’ s analysis of viable methods for tracking efficiency
market shares of HVAC energy management systems (EMSs). Again, scoring for on-site
surveys distinguished between CEC and non-CEC involvement. The scores for the CEC and
non-CEC on-sites are identical except for cost estimatesin Table 8-22 and leverage scores.

As shown, on-site and mail or telephone surveys received the highest overall scores for
tracking new construction installations. CEC on-sites and mail or telephone surveys scored
most favorably for tracking EMS retrofits. These results are attributable to high data
accuracy, low estimated costs, and/or absence of barriers to successfully implement these
methods.

Reliability. Asdiscussed in Section 4, tracking efficiency market shares of EMS could be
difficult because there are no efficiency levels of EMS systems per se. Thus, data
requirements for tracking include 1) type of space conditioning control system (centralized
infers an EM S system), and/or 2) use of specific control types. The former reflects the
relative mixes of the sophistication of HVAC controls in nonresidential buildings and might
be too correlated with building size and/or type to make any inferences about energy
efficiency. Furthermore, it does not necessarily infer effective use of available controls,
which would provide more information about HV AC control usage patterns over time. Thus,
while system type data collecting would be useful, tracking the use of controls over time
would be more valuable for assessing overall building energy efficiency and market
transformation efforts.
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These issues are related to the scores of accuracy presented in Table 8-22 and Table 8-23.
Those methods that can produce data on both HVAC system control type and the use of
specific controls were awarded higher scores than those that could not. In particular, only
on-site and mail/telephone surveys received the highest possible score for accuracy because
information can be obtained directly from end users about the type and use of HVAC
controls. Other methods, including building department data sources and data collection
from HVAC contractors, can only provide data on type of systems and controls installed, not
usage practices. These methods received lower accuracy scores.

All methods were deemed consistent long-term data sources except data collection from
HVAC contractors.

Cost. Scoresfor the cost criterion are consistent with those assigned to other measures. In
particular, data collection from contractors and building department field inspections are
expected to be more costly due to time and resources needed develop data collection
protocols. The estimated cost for CEC on-site surveysis fairly low for tracking new
construction and retrofit installations of EMS; the cost is significantly higher if on-sites are
not subsidized with funds already earmarked for CEC data collection.

Economies. All of the viable methods for tracking EM S can also be used to collect data on
other priority and non-priority measures installed in nonresidential new construction.
However, only HVAC contractors would be able to supply data on multiple measures
installed as replacements. Data collection from HVAC contractors, however, has a more
limited scope, as contractors could only supply data on HVAC-related equipment and
services.

Timeliness. Asindicated in Table 8-22 and Table 8-23, mail and telephone surveys can be
developed and administered fairly quickly, while the development of on-site surveys and
obtaining data from building departments require more time and resources. Setting up a
tracking initiative that would involve obtaining data from HVAC contractorsis not expected
to be timely, as recruiting data suppliers and setting up a data collection protocol could be
very time intensive.

Barriers to Implementation. The evaluation of barriersto implement these methodsis
consistent with the scoring for other measures. There are no barriers to successfully
implement on-site or mail and telephone surveys, thus these measures were assigned the
highest possible score. Other methods, particularly building department field inspections, are
not expected to be highly successful, as they depend upon the cooperation of market actors,
which would involve supplying data or changing their normal business practices.
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Secondary Indicators. Again, scores assigned to leverage, versatility, and context are
consistent with scoring of other measures. Leverage exists with on-site surveys because the
planned CEC customer surveys can incorporate market share tracking needs. In the case of
building departments, the CEC can encourage building department cooperation and
recommend that builders be required to submit compliance and installation forms for future

Title 24 revisions.

As indicated by the scoring, al viable methods except the building department data sources
can also be used to collect information about other market effects indicators. None of the
methods for either decision type can produce efficiency market share data for other regions

without significant increases in cost.

Table 8-22: Energy Management Systems, New Construction

Bldg.
Depart?nent Downstream Midstream
o)

8 - O 2 5
8| B | 5T | o |8 g
= |z | B | 3 =% =
Criteria S = S S | =3 S
Reliability (Accuracy) 1 1 2 2 2 1
Reliability (Consistency) 1 1 1 1 1 0.5
Cost 3 2 4 1 3 2
Economies (Priority Measures)* 1 1 1 1 1 1
Economies (Non-Priority Measures) 1 1 1 1 1 1
Timeliness 0.5 0 0.5 0.5 1 0
Barriersto Implementation 3 1 5 5 5 2
Preliminary Score 9.5 6 135 10.5 13 6.5
Leverage 0.5 0.5 0.5 0 0 0
Versatility 0 0 0.5 0.5 0.5 0.5
Context 0 0 0 0 0 0
Final Score 10 6.5 145 11 135 7

1 Scoresare not included in preliminary score.

2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer

surveys.
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Table 8-23: Energy Management Systems, Retrofit

Downstream Midstream
On-
Site On- M ail/Phone
Criteria (CEC)* | Site Survey Contractor
Reliability (Accuracy) 2 2 2 1
Reliability (Consistency) 1 1 1 0.5
Cost 4 1 3 2
Economies (Priority Measures)* 0 0 0 1
Economies (Non-Priority Measures) 0 0 0 1
Timeliness 0.5 0.5 1 0
Barriersto Implementation 5 5 5 2
Preliminary Score 125 9.5 12 6.5
Leverage 0.5 0 0 0
Versatility 0.5 0.5 0.5 0.5
Context 0 0 0 0
Final Score 135 10 125 7

1 Scoresare not included in preliminary score.
2 Scores assume on-site surveys would be conducted as part of the planned CEC commercial customer

surveys.
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8.14 Packaged Refrigeration Equipment

Table 6-2 reveals that none of the tracking alternatives can produce the data required for
tracking efficiency market shares of packaged refrigeration equipment. Note that methods
for tracking nonresidential window retrofits were not evaluated. As explained in Section 9,
this measure was dropped as a priority measure.

8.15 Compressed Air System Optimization

Because this measure specifically pertains to end-user practices and does not represent a
piece of equipment with associated efficiency levels, the only viable methods for tracking
involve data collection at the customer level. Asindicated in Table 6-2, viable methods for
collecting data useful for tracking efficiency market shares of compressed air system
optimization include the following:

m  Conduct on-site surveys of industrial sitesto obtain information about air
compressor efficiency levels and compressed air system leak maintenance and
management practices, and

m  Administer amail or telephone survey of industrial sites to obtain information
about air compressor efficiency levels and compressed air system leak
maintenance and management practices.

Note that distinguishing between decision types is not applicable to this efficiency measure.
The point should also be made that the on-site survey would involve minimal equipment
inspection; the majority of the information required for tracking would need to be obtained
via facility manager or engineer interviews.11 Asindicated in Table 8-24, telephone/mail
surveys are favored over on-site surveys, primarily due to the lower estimated costs.

Reliability. The data obtained via on-site or telephone/mail surveys can be very accurate,
provided the appropriate respondent is identified, such as the facility manager or engineer.
Because the required data includes information on leak maintenance and management
practices, in addition to compressor efficiency levels, a portion of the on-site survey should
necessarily include questions to obtain such information.

Both methods were awarded the highest possible score for consistency.

Cost. Asindicated in Table 8-24, costs for implementing on-site surveys are substantially
higher than a mail or telephone survey. Because compressed air systems are dominant in the
industrial rather than in the commercial sector, this measure must be covered by the planned

11 section 4 reviewed the elements of compressed air optimization and the data that would be required for
tracking purposes.
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CEC commercial on-site survey effort. Regardless, implementing on-site surveys of
industrial sites is considerably more costly than doing so in the commercial sector.

Economies. Both on-site and mail or telephone surveys can be used to collect information
on multiple priority and other non-priority measures. Because compressed air optimization is
an industrial measure, economies achievable with these methods are limited to other
industrial measures.

Timeliness. Aswith the other measures, telephone and mail surveys can be developed and
administered in arelatively timely manner, while on-site surveys typically require more time
to implement, particularly in industrial sites.

Barriers to Implementation. Asindicated, there are no barriers to implementing either of
the viable methods for tracking compressed air optimization practices.

Table 8-24: Compressed Air System Optimization

Downstream
On-Site Phone/Mail
Criteria Survey Survey
Reliability (Accuracy) 2 2
Reliability (Consistency) 1 1
Cost 1 3
Economies (Priority Measures)* 1 1
Economies (Non-Priority Measures) 1 1
Timeliness 0.5 1
Barriersto Implementation 5 5
Preliminary Score 10.5 13
Leverage 0.5 0
Versatility 0.5 0.5
Context 0 0
Final Score 11.5 135

1 Scoresare not included in preliminary score.
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Recommendations for Tracking Residential
Measures

9.1 Overview

This section presents RER’s recommended initiatives for tracking market shares of the
residential priority measures. Section 8 detailed the scoring of each viable method for each
priority measure by applicable decision type. The final step of the Feasibility Assessment is
to develop a set of market tracking initiatives that provide the broadest market coverage yet
maintain an acceptable level of data accuracy. Adopting a myopic view and recommending a
single method for each measure based purely on the final scores of the methods without
analyzing the impact of economies across priority measures would disservice the intent of
thisresearch. Further, it is clear that no single method for collecting data from any one
market actor can provide the optimal solution to tracking efficiency market sharesin
Cdlifornia.

RER’s recommended initiatives are integrated methods that borrow from the strengths of the
highest scored methods to produce workable tracking solutions. For instance, the relatively
high scores of some of the methods are a direct result of available economies. These
economies and the associated lower per-measure costs are applicable only insofar as all
measures covered by the economies are actually included in the method. In order to take full
advantage of this factor, RER considered initiatives that grouped measures by methods
exhibiting such economies.

RER aso considered the advantages of integrating two methods where one method provides
considerable secondary data and helps fill in some of the weaknesses of another method. The
result is an integrated method that provides more reliable results than the two component
methods. An example of this approach is the use of on-site data to calibrate building
department verification and installation data.

The tracking initiatives presented here recommend data collection on a quarterly basis.
Unlike the “old world,” in which measurement and evaluation entailed distinct projects
conducted on an annual or biannual cycle driven primarily by regulatory factors, market
transformation assessment will need to be an ongoing process accommodated by the
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availability of data generated by a comprehensive tracking system. Collecting dataon a
semiannual or annual basis would yield an inadequate number of data points to assess the
extent of market transformation. Thisisacritical issue, particularly when one considers the
time required to develop atracking system and the number of data points available to assess
market transformation through the end of the transition period. For example, if the first
estimates of efficiency market shares are not available until, say, the first quarter of 2000,
collecting data on a semiannual basis would only produce four data points through the end of
the transition period.

Subsection 9.2 below provides a summary of the recommended tracking initiatives for
residential measures, and Subsections 9.3 through 9.6 detail each recommendation.

9.2 Summary of Recommended Tracking Initiatives for Residential
Measures

Table 9-1 summarizes RER’ s recommendations for tracking the priority residential
measures.! Asindicated, RER recommends that the market shares of the residential
measures be tracked with the following four initiatives:

= Initiative I: Integrating On-Site Surveys and Building Department
Data. Thisinitiative integrates building department data and installation data
collected with on-site surveys in the residential new construction sector. This
initiative is the recommended primary data source for new construction
installations of the following priority measures:

- Duct sedling (practices),

- Central air conditioning equipment,
- Compact fluorescent fixtures,

- Windows,

- Gas furnaces,

- Gaswater heating equipment, and

- Dishwashers.

This initiative would also be a secondary data source for new construction
installations of the following measures.
- Clothes washers,

- Compact fluorescent lamps, and

- Refrigerators.

1 Note that the recommendations appearing in Table 9-1 represent the primary tracking initiative for each
measure. 1n some cases, RER recommends that the primary data be supported or augmented with secondary
datato cross-check data obtained from other sources. Secondary methods are discussed when appropriate.
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= Initiative Il: On-Site Surveys of Prescreened Residential Sites. This
initiative recommends that on-site surveys be conducted for a prescreened sample
of residential sites that have replaced windows or that have retrofitted air
distribution ducts. This recommended initiative would be the primary data source
for retrofits of the following priority measures:

- Duct sedling (practices), and
- Windows.

Thisinitiative can also be used as a primary data source for replace-on-burnout, or
net acquisition installations of air conditioning and water heating priority
measures, including central air conditioning equipment, gas water heating
equipment, and gas furnaces.

However, insofar as there are unlikely to be homes that retrofit or add more than
one of the high priority measures per quarter, there are no economies to using this
method. each additional measure included in this initiative will add considerable
costs due to the costs of performing on-site inspections. Therefore, RER
recommends I nitiative 111 for tracking replace-on-burnout, or net acquisition
purchases of residential HVAC and gas water heating measures.

= Initiative lll. Collecting Distributor Sales Data. Thisinitiative recommends
that quarterly sales data be collected from HVAC and water heating distributors.
These data will not provide tracking data by decision type.2 However, if Initiative
| isalso implemented, tracking data will be available for new construction. These
estimates together with the distributor data could be used to infer replace-on-
burnout and net acquisition shares.

Assuming that Initiative | is also adopted, this initiative can be the primary data
source for replace-on-burnout, or net acquisition installations of HVAC and water
heating priority measures. In particular,

- Central air conditioning equipment,
- Gas furnaces,
- Gaswater heating equipment, and
- Packaged air conditioning equipment.

= Initiative IV: Energy Star®/EGIA Retail Tracking. This recommended
initiative is an integrated approach involving current ENERGY STAR® data
collection efforts and the Electric and Gas Industries Association for tracking of
replace-on-burnout and net acquisition purchases. This initiative would be the

primary data source for replace-on-burnout and net acquisition purchases of the
following priority measures:

2 Tracking by decision type has been a primary objective of the tracking system. In particular, methods that
are unable to provide tracking data by decision type were assumed not to be viable options for tracking.
However, data collection from distributors for some measures was retained as a viable option for reasons
explained in Section 8.
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- Compact fluorescent fixtures and lamps,

- Clothes washers,
- Refrigerators, and
- Dishwashers.

This tracking method would be a secondary data source for replace-on-burnout and
net acquisition purchases of the following:

- Central air conditioning equipment,

- Residential windows, and

- Gas furnaces.

Table 9-1: Summary of Recommended Tracking Initiatives for Priority

Residential Measures

Priority Measure

Recommended Tracking Initiative

Duct Sealing [NC]

Bldg. Dept./On-site Survey Data

Duct Sesdling [Retro.]

On-Site Survey of Prescreened Sample

Centra Air Conditioners [NC]

Bldg. Dept./On-Site Survey Data

Central Air Conditioners
[Net Acquis./ROB]

Distributor Sales Data

Compact Fluorescent Fixtures [NC]

Bldg. Dept./On-Site Survey Data

Compact Fluorescent Fixtures [ROB]

ENERGY STAR?/EGIA Retail Initiative

Horizontal Axis Clothes Washers IV ENERGY STARY/EGIA Retail Initiative
[Net AcquisROB.]

Windows [NC] | Bldg. Dept./On-Site Survey Data

Windows [Retro] [l On-Site Survey of Prescreened Sample

Compact Fluorescent Lamps [NC]

Bldg. Dept./On-Site Survey Data

Compact Fluorescent Lamps [ROB]

ENERGY STAR?/EGIA Alliance Retail Initiative

Gas Furnaces [NC] | Bldg. Dept./On-site Survey Data

Gas Furnaces [ROB] Il Distributor Sales Data

Refrigerators [Net Acquis./ROB] IV ENERGY STAR?/EGIA Retail Initiative
Dishwashers [NC] | Bldg. Dept./On-Site Survey Data

Dishwashers [ROB] IV ENERGY STAR*/EGIA Alliance Retail Initiative

Gas Water Heaters [NC]

Bldg. Dept./On-Site Survey Data

Gas Water Heaters [ROB]

Distributor Sales Data (See table footnote)

[NC] [Retro.] [ROB] and [Net Acquis.] denote new construction, retrofit, replace-on-burnout, and net

acquisition decision types, respectively.

Note that distributor sales data of sales of water heater replacements excludes roughly 50% of the water heaters

sold through retailers who purchase directly from the manufacturer. Thisissue is discussed in Section 9.5.
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When combined, these four initiatives recommend approaches for tracking all of the priority
residential measures for all decision types. These initiatives recommend collecting data at
the end-user level using on-site surveys, from building departments for new construction,
from retailer records, and from distributors. Where possible, these initiatives utilize the
significant economies from collecting information about numerous priority measures at one
market node using a single customized approach. Alternative approaches that require data
collection from market nodes other than from consumers require either a multi-node tracking
initiative or the omission of a significant portion of the market.

Timing

The four recommended initiatives are designed to collect data on a quarterly basis and could
be developed and implemented by the end of the third quarter of 1999, thereby producing
tracking data by the first quarter of 2000. Table 9-2 summarizes the timing of the planning
and implementation of each initiative. Note that these estimates rely on reasonable and

timely cooperation from the major players in each of the initiatives. For example, Initiative
Il on the timely development of data conduits with HVAC and water heater distributors.

Table 9-2: Summary of the Timing of the Planning and Implementation the
Recommended Residential Tracking Initiatives

Initiative Planning Implementation
| Integrating On-Site Survey and | 6 — 10 weeks 3 Quarter 1999
Building Department Data beginning 2™ Quarter
1999
Il On-Site Surveys of Prescreened | 6 — 10 weeks 4™ Quarter 1999
Residential Sites beginning 2™ Quarter
1999
[11 Collection of Distributor Sales 12 — 16 weeks 3 Quarter 1999
Data beginning 2™ Quarter
1999
IV ENERGY STAR?/EGIA Retail 4 — 6 weeks beginning | 2™ Quarter 1999
Tracking 2™ Quarter 1999
Costs

Table 9-3 presents a summary of the costs by initiative for the first and subsequent years.
The estimated annual budget to develop and implement the four recommended tracking
initiatives is in the range of $1,054,000 to $1,405,000 for the first year. Development costs
are not incurred in subsequent years, which reduces the annual costs to roughly $920,000 to
$1,202,000.
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As will be detailed in subsequent sections of this report, these costs can be lowered, but at the
cost of data quality and/or measure coverage. The main methods to lower costs include
collecting data semi-annually instead of quarterly, decreasing the on-site sample sizes, or
eliminating a data source from the integrated data collection method.

Table 9-3: Summary of the Annual Costs for First and Subsequent Years for
Planning and Implementing the Recommended Residential Tracking Initiatives

Initiative

First Year

Second Y ear

| Integrating On-Site Survey and
Building Department Data

$442,000 - $560,000

$420,000 - $512,000

[l On-Site Surveys of Prescreened
Residential Sites

$356,000 - $445,000

$332,000 - $410,000

[l Collect Distributor Sales Data

$96,000 - $170,000

$68,000 - $140,000

IV ENERGY STARY/EGIA Retail
Tracking

$160,000 - $230,000

$100,000 - $140,000

Tota Cost

$1,054,000 - $1,405,000

$920,000 - $1,202,000

9-6
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9.3 Initiative I: Integrating On-Site Survey and Building
Department Data

Asindicated in Table 9-1, RER recommends tracking new construction installations of
several residential measures at the end user level—through data collected via on-site surveys
and through building department compliance forms, in particular. Surveying the end user
and collecting data from installation records is more favorable than collecting data at other
market nodes for several reasons. First, as explained in Section 4, upstream market actors,
such as distributors and manufacturers, do not typically track product sales beyond the first
invoice and/or are unable to distinguish sales by decision type. Second, end user-level data
are preferred over obtaining data from midstream market actors, such as builders and
contractors. RER anticipates that these sources would not be reliable, long-term sources of
data useful for efficiency tracking. Furthermore, RER’s experience in past studies suggests
that these market actors would be very reluctant to commit time or resources to such research
efforts.

The initiative proposed here integrates data from quarterly on-site surveys in the residential
new construction sector with data from building department verification records. This
tracking initiative would be the primary source of market tracking for seven priority
measures in the residential new construction sector including:

Duct sealing (practices),

Central air conditioning equipment,
Compact fluorescent fixtures,
Windows,

Gas furnaces,

Gas water heating equipment, and
Dishwashers.

Thisinitiative will also serve as a secondary source for three other priority measuresinstalled
in newly constructed homes including:

m  Clothes washers,
m  Compact fluorescent lamps, and
m  Refrigerators.
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Figure 9-1 provides an overview of thistracking initiative. As shown, there are seven key
elementsto the tracking approach:

Survey design,

On-dite surveys,

Building department verification data,

Building department and on-site survey data overlap,

On-site and building department data calibration and verification,
Market share tracking analyses, and

New construction measure efficiency tracking database updates.

Briefly, thisinitiative entails data collection from three samples of newly constructed
residential sites. A quarterly sample of 400 on-site surveys will be conducted using a
stratified sample of newly constructed homes. This data will be augmented with the
collection of datafrom at least 1,100 Installation Certificates (CF-6R Form) from a sample of
building departments throughout California. 1n addition, for 50 of the 400 on-site surveys,
both building department data and on-site survey data will be collected each quarter. Data
from these three samples will verify the accuracy of the building department data, calibrate
the timing of the installation of energy using equipment in newly purchased homes, generate
useful tracking parameters, collect data on other market effects indicators, and ultimately
populate a measure efficiency tracking database.

RER estimates that this initiative could be developed and operational within six months of its
inception.

The remainder of this recommendation details the data and measure coverage, procedure for
developing the initiative, provides timing and cost estimates, and discusses other issues.

Measure and Data Coverage

On-Site Surveys. Table 9-4 includes measures covered by the on-site survey, whether this
is the primary or secondary data tracking source, the characteristics of measures that can be
collected during the on-site visit, and corresponding data that would ultimately be used for
tracking market shares.2 The distinction between the data collected on-site and the data used
for market share tracking isimportant. In most cases, the equipment type and model number
are the only observable data that can be collected during the on-site visit. These data can
ultimately be translated to useful efficiency and equipment characteristics by using product
directories or manufacturer-specific publications.

3 A designation of a primary source indicates that the on-sites will provide the primary data used to track
market shares. A secondary designation indicates that this data will be either supplemental to other
initiatives or used to cross-check data from other sources.
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Table 9-4: Measures and Measure Characteristics Covered by On-Site Surveys

Source

M easure Type Data Collected On-Site Tracking Data

Dishwashers Primary Manufacturer and model EF, presence of energy
number saving features

Compact Fluorescent Fixtures Primary Number of fixtures by type Number of fixtures by type

Duct Sealing Practices Primary Tape type, presence of Tape type, presence of
mechanical fastening and mechanical fastening and
plenum plenum

Central Air Conditioners Secondary | Type, manufacturer, model Type, SEER, capacity
number

Gas Furnaces Secondary | Type, manufacturer, model Type, AFUE, capacity
number

Gas Water Hesters Secondary | Manufacturer and model EF, tank size
number

Compact Fluorescent Lamps Secondary | Number of lamps by wattage | Number of lamps by wattage

Windows Secondary | Number of panes, frametype | Number of panes, frame type
(wood, vinyl), size (wood, vinyl), Size

Clothes Washers Secondary | Manufacturer and model EF, capacity (Ibs.)
number

Refrigerators Secondary | Manufacturer and model EF, type (top mount, bottom

number

mount, side-by-side, single
door), size (cubic feet)
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Building Department Data. The CF-6R forms used to verify the installation of energy
using equipment in residential new construction are the source of the building department
data. Table 9-5 includes the priority measures covered by these forms, whether thisisthe
primary or secondary source for tracking data, and the characteristics of the measures that
can be used for tracking market shares. Note that, unlike the on-site survey data, the data
collected from the CF-6R forms are already in a form useful for efficiency tracking.

In addition to the specific data for the high priority measures presented above, data on
purchasing and decision-making practices relating to energy-using equipment, detailed data
on competing measures such as electric and solar water heaters, and demographic
characteristics can also be collected during the on-site surveys and/or from building
department data.

Table 9-5: Measures and Measure Characteristics Covered by Building
Department Data

M easure S%L/jpr)ze Data Available from Building Department CF-6R Forms
Central Air Conditioners Primary Manufacturer, model number, Type, SEER, capacity

Gas Furnaces Primary Manufacturer, model number, Type, AFUE, capacity

Gas Water Hesaters Primary Manufacturer, model number, EF, tank size

Windows Primary U-value, number of panes
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Figure 9-1: Residential New Construction — Market Tracking Initiative
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Development

Development of this method entails 1) the design and implementation of aresidential new
construction on-site survey, 2) formulation of a protocol for collecting building department
data, and 3) construction of a new construction measure efficiency tracking database.
Development of each of these components is discussed below.

Design and Implementation of Residential New Construction On-Site Survey

The following are four major elements of the on-site survey:

s  Sample design,

s  Questionnaire design,

s On-site survey protocol,

s Datacollection.

Sample Design. Theinitial step of the survey design isto identify the population of new
construction activity in Californiaand to develop a sample frame. The information needed to
develop the population and sample frame could be collected from the following sources:

Tax assessor records,

Commercial market research firms,

CEC customer survey sample frame/data, and
Utility data.

It should be noted here that collecting data from the latter two alternatives is problematic.
The CEC survey database will rely heavily on sample frame data received from individual
utilities. RER’s past experience revealsthat it is difficult for the utilities to identify new
construction customers, asthis data is not typically included on their billing frame. Further,
the CEC’ s biggest concern and obstacle to developing their customer survey effort is
obtaining sample frame and billing data from utilities, which are necessary for
implementation of the CEC’ s customer surveys.4 Having noted these issues, data from
commercial companies, trade associations, and tax assessor records can provide sufficient
datato develop a population and sampling frame.

4 Utilities are hesitant to supply billing frame data to a state public agency, but might be more amenable if the
surveys are used for market share tracking.
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Sample stratification and size are also important sample design considerations.

m  Sample Stratification. Stratification of the sample by residence type and
climate zone would alow for the examination of market share trends by these
stratification variables. Thiswould be particularly important for weather sensitive
measures.

m  Sample Size. The sample size needs to support the estimation of tracking
parameters for the primary priority measures. RER recommends a completed
sample size of 400 on-site surveys of newly constructed homes per quarter. The
recommended sample size would support the estimation of 1) the proportion of
homes with compact fluorescent fixtures (assumed to be 40%), within £10%, with
90% confidence; and 2) the average energy factor above some base level
(presumably the standard) for dishwashers with the same precision.>:6 Further,
assuming a central air conditioning saturation of 60%, a sample of 240 homes
would be available to make inferences on duct sealing practices per quarter.

Questionnaire Design. The on-site questionnaire design will be critical for the success of
the tracking effort. The survey should involve two phases. aresident interview and a
thorough walk-through inspection of the relevant measures. RER recommends that the
survey be tailored to collect the data required to develop the market tracking database (e.g.,
the equipment characteristics outlined in Table 9-4). Further, the questionnaire should
include questions on self-reported attitudes and resident demographics.

Survey Protocol and Data Collection. A standard protocol, involving an introductory
letter and a not-to-exceed telephone callback method to set on-site appointments, should be
adopted. Data collection should be completed by professionals experienced in energy
auditing of residential homes and conducting in-person interviews.

Collecting Building Department Data

Over 500 individual building departments in Californiaissued more than 110,000 building
permitsin 1997 (Construction Industry Research Board, 1998). This recommended tracking
initiative requires that at least 1,100 CF-6R forms be collected from a sample of these
building departments every quarter.” Obtaining this information from building departments

5 This assumes a coefficient variation of one and that 85% of new homes have dishwashers already installed.

6 The completed sample would need to be considerably larger if the on-sites were the primary tracking
method for low saturation priority measures, such as central air conditioners. These priority measures are
accounted for in the relatively large sample sizes obtainable from the building departments.

7 Requiring at least 1,100 forms would support the estimation of the percentage of covered priority measures
that are considered to be high efficient. For example, if it assumed that 20% of newly constructed homes
install high efficiency air conditioners, a sample size of roughly 1,100 would be required to support an
estimate of +10% with 90% confidence. One could also consider estimating the average efficiency level
above the standard. Using a coefficient variation of one, this would require a sample size of about 280.
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will require the cooperation of a significant sample of building departments to collect and
send the data to a central clearinghouse.

In order to gauge the feasibility of this task, RER conducted an informal survey of 23
building departments throughout California. These 23 building departments represent
roughly 17% of the total number of building permitsissued in 1997. Key findings include
the following:

m  Six building departments were willing to collect and send the required data. These
six building departments represent roughly 35% of building permits issued in 1997
by the surveyed building departments.

m  Four building departments indicated that they would seriously consider submitting
the data. These four building departments represent roughly 24% of the building
permits issued in 1997 by the surveyed building departments.

m  Thirteen of the building departments indicated that they would not be willing to
submit the data. The major reason given by these building departments was lack
of staffing and/or time.

These findings were very encouraging. The indication is that roughly 59% of the surveyed
building departments would, with some encouragement, be willing to collect the CF-6R
forms and submit them for market share tracking. Given that financial incentives could be
offered to pay for internal building department staff time to fulfill requests, it is anticipated
that a statistically significant sample of CF-6R forms can be collected for the purposes of
market share tracking.

As mentioned above, data from both an on-site survey and from building department data
will be collected for 50 sites. Information from building departments will be gathered and
used to develop contacts for the on-site surveys.

The protocol for the on-site survey and the collection of the building department data will
follow the methods described above.

Construction of the Efficiency Market Share Tracking Database

Data collected through on-site surveys and from building department verification forms must
be recoded to construct an efficiency market share tracking database. Several important
issues regarding the development of the tracking database include data entry, recoding data
into useful tracking parameters, sample weighting, calibrating timing between purchases and
actual installations, and estimating window efficiency parameters.
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Data Entry Database Format. Dataentry will be amajor portion of the work effort
every quarter. Datafrom the on-site surveys and building departments will be collected in
hard copy format that will need to be entered into an electronic database. RER recommends
a conventional database format, such as Excel or Access.

Recoding Collected On-Site Data into Useful Market Share Tracking
Parameters. An efficient methodology must be developed to trandate the data collected
on-site into useful tracking data. In general, the on-site survey will be used to record
equipment types and model numbers, which then must be translated into efficiency and size
data. Typically, this can be accomplished by using manufacturer product literature and
product availability databases and should be done during the post processing of the data.8

Translating Building Department Data into Useful Market Tracking Parameters.
The CF-6R forms exist in hard-copy format only. With the exception of windows, the
measure characteristics data reported on the installation certificate can be directly used for
tracking. That is, actual equipment size and efficiency data are recorded on these certificates.
The window data are by individual window and will have to be size-weighted to get average
U-values for each residence.

Weighting the Samples. Considerable care will need to be taken to correctly post-weight
the on-site and building department data to reflect the population of residential new
construction in California.

Calibrating Timing of Installation. The data collected in the tracking database will be
used to infer the extent of market transformation attributable to programs targeting the
priority measures. A critical part of this effort isto ensure the comparison of tracking
parameters for equipment purchased in the same period. Thisisan issuein the new
construction sector, where there can be considerable time lags between the time equipment is
purchased and when the home isfirst occupied.® Both on-site and building department data
will be collected from 50 residences. These sites will be used to reconcile installation dates
across samples.

Leveraging Window Data. Detailed data on window U-values can be obtained from
building department data. The on-site data are less likely to have detailed data on window
U-values, asthese data are not observable after installation. However, both sources can

8  ODC spent considerable time and effort in recoding collected datainto data useful for efficiency tracking in
Wisconsin. Learning their recoding approach would be useful for tracking in California.

9 Thiswas particularly evident in RER’s market effects study of residential new construction programsin
Southern California (RER, 1998). There can be lag times of up to a year between the time air conditioning
equipment is installed and the first homeowner occupies the home.
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provide frame type and number of panes. RER recommends exploring the possibility of
leveraging the U-value data from the building department data to on-site data using the frame
type and number of panes.

Timing and Schedule

There are a number of issues relating to the timing and scheduling of thisinitiative. These
include the time needed to develop the survey design, implementing the initial on-site
surveys, fostering a relationship with the building departments to facilitate collection of CF-
6R forms, development of the tracking databases, and the on-going operation of the tracking
system. Table 9-6 presents a summary of the timing and a recommended schedule for
implementing this tracking initiative.

As shown, once the tracking system is operational, the scheduling of quarterly updates will
need to be closely monitored. RER anticipates that sample design updates will need to be
done during the on-site data collection of the prior quarter. On the other hand, once
relationships with the building departments are established, most data could be forwarded in
atimely manner, requiring relatively little field work from the tracking system operator.

Table 9-6: Summary of Timing and Scheduling of Initiative |

Task Timing Scheduling

Survey Design 6-8 Weeks 2™ Quarter 1999

Initial On-Site Surveys 8-10 Weeks 3 Quarter 1999

Initial Building Department Contacts 6-8 Weeks 2™ Quarter 1999

Initial Building Department Data Collection 3-6 Weeks 3 Quarter 1999

Initial Tracking Database Development 3-5Weeks 3 Quarter 1999

On-Going Sample Design Update 2-3 Weeks Quarterly from 3" Quarter 1999
Quarterly On-Site Surveys 8-10 Weeks Quarterly from 4™ Quarter 1999
Quarterly Building Department Data Collection 3-4 Weeks Quarterly from 4™ Quarter 1999
Update Tracking Database 3-5Weeks Quarterly from 4™ Quarter 1999
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Cost Estimates

Table 9-7 presents a summary of the estimated costs by task to develop and operate this
tracking initiative.10 Ranges of costs are provided as a guideline; the final budgets would
depend on the features adopted for the final tracking system and cooperation from involved
parties.

Table 9-7: Summary of Costs of Initiative I, by Major Task

Task Estimated Cost
Development and First Quarter:
Survey Design $10,000 - $25,000
Initial On-Site Surveys (400) $86,000 - $96,000
Building Department Contacts $8,000 - $15,000
Quarterly Building Department Data Collection $8,000 - $15,000
Tracking Database Development $15,000 - $25,000
Subsequent Quarters:
Quarterly Sample Design Update $3,000 - $7,000
Quarterly On-Site Surveys $86,000 -$96,000
Quarterly Building Department Data Collection $8,000 - $15,000
Quarterly Tracking Database Update $8,000-$10,000
First Year Cost $442,000 - $560,000
Subsequent Year Cost $420,000 - $512,000
Fixed Costs $22,000 - $48,000

On-site survey costs based upon $215 to $240 per site.

Asshown in Table 9-7, RER estimates the cost to implement Initiative | in the first year to be
$442,000 to $560,000. These costs could be lowered, but at the cost of data quality and/or
measure coverage. Some suggestions for decreasing the budget include the following:

m Decreasing the On-Site Sample Sizes. Decreasing the sample size would
lower the cost by roughly $215 to $240 per site. For example, if the sample size
was lowered to 250 per quarter the annual reduction in cost would be $11,000 to
$12,000 per year. The trade off would be lowered precision level in the estimates
of equipment efficiencies.

10 The cost estimates presented here were derived after the analysis presented in Section 8 was conducted. The
cost scores included in Section 8 represent RER' sfist estimate of costs that were derived for the purposes of
comparing alternative tracking methods. Detailed budgets were not formulated until the recommended
tracking methods were identified. In retrospect, these detailed cost estimates may differ dightly from the
scores for the cost criteria presented in Section 8.
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m  Collecting Only On-Site Data. Thiswould lower the cost by an estimated
$50,000 to $80,000 per year. The trade off isalack of coverage in window U-
values, and a considerable decrease in sample sizes for high-efficiency central air
conditioners and gas water heaters. The decrease in sample sizes could cause
precision problems with estimated tracking parameters. Further, insofar asthisis
an integrated system, the ability to calibrate the timing of equipment installations
and the option of leveraging the window U-value data from the building
department data to the on-site sample would be lost.

m Collecting Only Building Department Data. Thiswould be a streamlined
approach covering only three priority measures. The cost of a system relying
purely on building department installation certificate data would be in the $50,000
to $80,000 range annually.1! Thisis not a recommended approach.

m Collect Data Semi-Annually. Collecting data semi-annually would lower the
annual cost by $200,000 to $250,000 per year. Less frequent data collection could
result in a market tracking database that that is not definitive enough to be useful
for the assessment of market transformation.

Other Issues

Timely versus Retrospective View of Data. The timing of purchases in the new
construction market is an issue when implementing this initiative. Asexplained earlier, some
measures might have been purchased by the builder up to a year in advance of the first
occupant moving into the home. These timing issues are accounted for during the calibration
portion of the tracking analyses. However, the result isthat data collected in any quarter may
not reflect purchases of equipment in that quarter. The result could be adjustments to prior
guarters shares, thereby resulting in a tracking method will provide accurate data when
viewed retrospectively, but may be less representative of the most recent quarter.

Expanding the Role of Building Departments. RER’s informal survey of building
departments indicated their willingness to support tracking efforts. RER recommends that
this relationship be explored to encourage as many building departments as possible to
participate in data collection for efficiency market share tracking efforts. Future
recommendations by the CEC for Title 24 revisions are not due until the year 2001. At that
time, the mandatory collection of the CF-6R forms and implement a statewide system to
collect these data should be recommended.

11 A detailed description of the use of other building department data is provided in the Section 5. Approaches
that rely on compliance and customized building inspector field surveys are not recommended.
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9.4 Initiative Il: On-Site Surveys of Prescreened Residential Sites
Overview

Asindicated in Table 9-1, RER recommends tracking the retrofits of two residential
measures — windows and duct sealing - at the customer level.12 Alternativesto collecting
these data at the customer level include doing so at the retail level (for windows) or through
contractors (for windows and duct sealing). However, collecting windows sales data only at
the retail level would be omitting a significant portion of the market from the tracking efforts.
Further, as discussed earlier, implementing tracking at the contractor level is problematic and
appears to have significant reliability issues.

Figure 9-2 provides an overview of the four essential elements to this tracking initiative:

Prescreen residential consumers for recent retrofit activities,
Design and conduct the on-site surveys,

Conduct market share tracking analyses, and

Update measure efficiency tracking database.

A random telephone or mail survey can be administered to develop a sample of prescreened
homes that have recently retrofitted any of the measures covered by thisinitiative. An on-
site survey will then be conducted on the identified sites to collect data required for
efficiency market share tracking. RER estimates that this method could be developed and
operational within six months of the onset of development.

The following features of this recommended initiative are discussed below.

Measure and data coverage,

Initiative development,

Timing and schedule,

Cost estimates,

Including HVAC and water heating equipment in the initiative, and
Integrating screening questionsin a CEC residential customer survey.

12 This could also be a primary source for gas water heaters, central air conditioners, and gas furnaces. Insofar
as these are replace-on-burnout or net acquisitions, a purely random sample of homes is unlikely to yield a
sufficient number of transactions for the covered measures. Consequently, this approach recommends on-
site surveys of a prescreened sample of residential sites that have only recently purchased or replaced
windows or upgraded their air distribution system.
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Figure 9-2: Overview of Prescreened On-Site Survey — Window and Duct
Retrofits
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Measure and Data Coverage

Table 9-8 includes the measures covered by this initiative, whether thisis the primary or
secondary source for tracking data, the characteristics of the measures that can be collected
during the on-site visit, and the characteristics of the measures that would ultimately be used
for tracking market shares.13

Table 9-8: Measures and Measure Characteristics Covered by On-Site Surveys

Source
M easure Type Data Collected On-Site Tracking Data
Windows Primary Manufacturer, U-value, U-value, number of panes,
number of panes, frametype | frame type (wood, vinyl), size
(wood, vinyl), size
Duct Sealing (Practices) Primary Tape type, mechanical Tape type, mechanical
fastening (y/n) and plenum fastening (Y/N) and plenum

In addition to the specific data for the high priority measures presented above, data on
purchasing and decision-making practices relating to energy-using equipment, and
demographic characteristics can also be collected during the on-site visits.14 The collection
of data for other competing measures depends on the scope of questions about new purchases
during the screening survey. Further, other priority measures could also be included in this
system, although the data collected for these measures would be secondary information.

Development

Development of this method entails 1) the design and implementation of a method to identify
homes with recent window or duct system retrofits, 2) the design and implementation of the
residential on-site survey with the prescreened residences, and 3) development of an
efficiency market share tracking database for duct sealing and window retrofits.

Development of each of these components is discussed below.

13 A designation of primary source indicates that the data source will provide the primary data used to track
market shares. A secondary designation indicates that this data will be either supplemental to other
initiatives or used to cross-check data from other sources.

14 If this method were used to collect data for central air conditioners, gas furnaces, or gas water heaters the
on-site survey could also collect detailed data on competing measures, such as electric and solar water
hesters.
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Design and I mplementation of a Screening Method to Identify Homes with Recent Window or
Duct Retrofits

Two aternative approaches for identifying homes that have recently purchased new or
retrofitted windows or that have recently upgraded their home's air distribution system
include

= A random dial telephone survey, or
s A mail survey.1s

In addition to identifying the appropriate sites, the prescreening survey can help to recruit
and schedule on-site visits. Each of the above aternatives is discussed below.

Conduct a Random Dial Telephone Survey. A random dial telephone survey isa
standard surveying technigue that involves calling residences at random within the area of
interest and conducting a telephone survey with those who agree to participate. Telephone
numbers can be gathered from telephone books, purchased from commercial marketing
firms, or randomly generated with computer software. The relatively short survey should
include questions about recent purchasing activity pertaining to the relevant measures. If the
resident has recently purchased any of the priority measures (or competing measures),
information relating to self-reported purchase decision attitudes and resident demographics
should be obtained. The final survey task is to recruit the customer for the on-site survey.

Conduct a Mail Survey. A mail survey could be used to screen a sample of residences.
The major feature of this approach is to design a short postcard type survey that collects the
needed information on recent purchases. Homes reporting purchases will then be contacted
to schedule the on-site survey.

The main issues affecting this initiative are the required random sample sizes needed to
obtain a statistically significant screened sample and the relative costs of the screening
aternatives.

Random Prescreening Sample Sizes. Inorder to provide reliability and precision in
estimates, it is anticipated that a completed sample of 250 on-sites per priority measure will
be required.16 Assuming aresponse rate of 50% and given that there is no overlap between
measures, this implies a screened sample of roughly 500 homes that have recently retrofitted

15 Another alternative for screening homes is to incorporate screening questions into the residential customer
survey that the CEC might implement in the future. This alternative is discussed at the end of this
subsection.

16 Thisis based on sampling to predict the average efficiency above a predetermined base value and assumes a
coefficient of variation of one, a 90% confidence level, and arelative error of £10%.
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at least one of the measures per quarter.1’” Using some simplifying assumptions about
measure lifetimes, saturation, and retrofit rates, the prescreened sample sizes per quarter can
be estimated.

s Windows. Assuming a saturation of 100% and a lifetime of 50 years, this
implies a sample size of roughly 100,000 per quarter.

m Duct Sealing (Practices). Assuming a saturation of 70% and a lifetime of 30
years, this implies a sample size of roughly 86,000 per quarter.

These required sample sizes are large and present a mgjor obstacle for the success of this
method. However, oversampling by climate zone and housing type, and including an
assumption about the percentage of retrofits can substantially reduce the required sample
sizes. Note also that these sample sizes are not mutually exclusive. That is, randomly calling
100,000 homes could to produce 500 homes with window purchases, but would also be
expected to identify 580 homes that have retrofitted their duct system.

Relative Costs. The relative costs of each of these methods are a mgjor issue. The cost for
random digit dialing servicesis in the range of 50 to 65 cents per call, depending on long-
distance charges. Given the required prescreened sample sizes, this method would cost
roughly $50,000 to $65,000 per quarter for all of the measures. The use of a mail survey will
cost roughly twice the cost of the random dialing.

As presented above, using a random telephone survey or administering a mail survey for
prescreening involves significant costs. The major factor is the required prescreened sample
sizes needed to support quarterly tracking. Costs could be mitigated by extending the time
interval of the screening questions. For example, the screening questions can be changed to
identify households that have retrofitted one of the priority measures within the last six
months instead of the last three months. Doing so would cut the required prescreening
sample size in half for any particular quarter, since the expected number of homes purchasing
ameasure would double. The drawback to this approach is that the responses cover the last
six months and not just the quarter in question. Assuming an equal distribution of purchases
across quarters, it would take six months before any statistically significant inferences could
be estimated for a particular quarter.18.19

17 Thisis afairly aggressive response rate that would require an incentive payment to the equipment owner to
encourage their participation.

18 Thislag time problem would be mitigated by for central air conditioners and gas furnaces because the
purchase of these itemsiis very seasonal. Therefore, one would expect the distribution of purchases across
guartersto be skewed towards spring and summer for central air conditioners and fall and winter for gas
furnaces.

19 There are anumber of variations to this screening approach. For instance, one could also implement an
approach that keeps the same sample size as the six-month window approach but extend the period to one
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Using this moving six-month screening approach, locating the required sample of
prescreened residences alone could cost roughly $25,000 per quarter using the cheaper
random digit dialing.

Design and Implementation of Residential On-Site Survey with Prescreened Homes

The residentia on-site survey will be a streamlined effort. The sample of residences will be
developed from the prescreened survey, and the actual on-site survey time will be minimal,
given the relatively small number of possible measures that need to be inspected. RER
recommends a completed on-site sample size of 250 homes that have retrofitted each priority
measure per quarter.20 This sample size should be sufficient to provide reasonable precision
levelsin the estimation of market shares.

The on-site questionnaire design will be critical for the success of the tracking effort. The
survey should involve two phases. a brief resident interview and inspection of the measures
that were recently retrofitted at each site. RER recommends that the survey be tailored to
collect the data required to develop the market tracking database (e.g., timing of the
purchase, the equipment characteristics outlined in Table 9-4). Further, the questionnaire
should include questions on self-reported attitudes and resident demographics.

Development of the Efficiency Market Share Tracking Databases

Development of the measure efficiency market share tracking database involves entry of data
collected with the on-site survey, and recoding collected data into useful market share
tracking parameters.

Data Entry Database Format. Dataentry will be amagjor portion of the work effort for
each quarter. Datafrom the on-site surveys will be collected in hard copy format that will
need to be entered into an electronic database. RER recommends a conventional database
format, such as Excel or Access.

Recoding Collected On-Site Data into Useful Market Share Tracking
Parameters. An efficient methodology will need to be developed to trandate the data
collected on-site into useful market tracking data. In general, the on-site survey will be used
to obtain equipment types and model numbers, which will need to be trandated into
efficiency and size data. Typically, this can be accomplished by using product literature or
other product databases and should be done during the post processing of the data.

year. This provides the same acceptable expected precision as the six month window but will resultsin
increased quarterly sample sizes as more surveys are administered.

20 Thisis based on sampling to predict the average efficiency above a predetermined base value. Assuming a
coefficient of variation of one, a 90% confidence level, and arelative error of £10%.
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Weighting the Samples. Considerable care will need to taken to correctly post-weight
the samples of on-sitesto reflect the population of retrofits.

Timing and Schedule

The timing and scheduling of thisinitiative is a function of the time needed to develop the
prescreening survey, implementation of the initial on-site surveys, development of the
tracking databases, and the ongoing operation of the tracking system. As presented in Table
9-9, once the initial tracking system is operational, the scheduling of quarterly updates will
need to be closely monitored. RER anticipates that prescreening surveys will need to be
done during the same period as the on-site data collection of the prior quarter.

Table 9-9: Summary of Timing and Scheduling

Task Timing Scheduling

Telephone Screening Survey 12-18 Weeks | 2™ and 3" Quarter 1999

Initial On-Site Surveys 8-10 Weeks 4™ Quarter 1999

Tracking Database Development 2-3 Weeks 4™ Quarter 1999

Quarterly Telephone Screening Surveys 8-12 Weeks Quarterly from 4™ Quarter 1999
Quarterly On-Site Surveys 8-10 Weeks Quarterly from 1% Quarter 2000
Update Tracking Database 1-2 Weeks Quarterly from 1% Quarter 2000
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Cost Estimates

Table 9-10 presents a summary of the estimated costs to develop and operate this tracking
initiative.2! Ranges of costs are provided only as a guideline; final budgets would depend on
the features adopted for the final tracking system.

Table 9-10: Summary of Costs of Initiative I, by Major Task

Task Estimated Cost
Development and First Quarter:
Survey Development $20,000 - $30,000
Initial Telephone Screening Survey $25,000 - $30,000
Initial On-Site Surveys $50,000 - $62,500
Tracking Database Development $12,000 - $15,000

Subsequent Years:

Quarterly Telephone Screening Surveys $25,000 - $30,000
Quarterly On-Site Surveys $50,000 - $62,500
Quarterly Tracking Database Update $8,000 - $10,000
Estimated First Year Cost $356,000 - $445,000
Estimated Subsequent Year Cost $332,000 - $410,000
Fixed Costs $24,000 - $35,000

On-site survey costs are based upon $100 to $125 per site.

As shown in Table 9-10, RER estimates the cost to develop and implement this initiative in
the first year is $356,000 to $445,000.22 These costs could be lowered, but at the cost of
accuracy and/or measure coverage. Some suggested ways for decreasing the budget include:

m  Decreasing the On-Site Sample Sizes. Decreasing the sample size would
lower the cost by roughly $100 to $125 per site. For example, if the sample size
was lowered by 100 per quarter, the annual reduction in cost would be roughly

21 The cost estimates presented here were derived after the analysis presented in Section 8 was conducted. The
cost scores included in Section 8 represent RER' sfist estimate of costs that were derived for the purposes of
comparing alternative tracking methods. Detailed budgets were not formulated until the recommended
tracking methods were identified. In retrospect, these detailed cost estimates may differ dightly from the
scores for the cost criteria presented in Section 8.

22 The assumed cost for the on-sites are considerably lower than the on-sites in the new construction sector
(Initiative 1). Thisis attributable the fact that the on-sites for retrofits/replace-on-burnouts only need to
focus on a couple of measures, at most, and that the on-site surveyor will know in advance which measures
to inspect.
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$40,000 to $50,000 per year. The trade off would be alowered precision level in
the estimates of equipment efficiencies.

s  Expanding the Role of the Screening Survey. Typicaly, on-site surveys
are implemented in the residential sector to obtain detailed information relating to
energy-using equipment. Thisis due primarily to the homeowner being unfamiliar
with the equipment and/or reluctant to gather the needed data. However, inthe
case where there are only a handful of recently purchased appliances, the
homeowner might be more aware of the needed data and be willing to supply the
data. Giventhe cost of the on-site surveys, every effort should be made to gather
the data during the postcard screening survey or on-site visit appointment setting
process. Using this approach and assuming we could collect 25% of the needed
sample through self-reported data, the overall cost of the initiative would decrease
by $50,000 to $64,000, annually. Some of this decrease could be offset by the
offer of an incentive to provide the data.

s Conducting Semi-Annual Surveys. The survey frequency could be semi-
annually as opposed to quarterly. Thiswould reduce the cost by about $130,000
to $165,000 per year. Again, the trade off is that this less frequent approach to
data collection could result in a market tracking database that that is not definitive
enough to be useful for the assessment of market transformation. Further, due to
the moving window approach to the prescreening survey, semi-annual surveys
could cause further delays in the final market share tracking estimates.

Including HVAC and Water Heating Equipment in Initiative Il

As discussed above in the Overview of this Section, this method can also be used to collect
data for replacements and net acquisitions of central air conditioners, gas furnaces, and gas
water heaters. Thisis not the recommended approach for developing tracking data for these
measures. However, the data coverage and cost impacts are provided here for comparison
with the recommended approach, Initiative I11.

Measure and Data Coverage. Table 9-11 presents the HVAC and water heating
measures and the measure characteristics covered by the on-site surveys. The distinction
between the data collected on-site and the data used for market tracking isimportant. In
most cases, the equipment type and model numbers are the only observable data that can be
collected during the on-site visit. These data will ultimately be trandated into useful
efficiency and equipment characteristics by using product directories or other manufacturer-
specific publications, or databases of available products.
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Table 9-11: HVAC and Water Heating Measures and Measure Characteristics
Covered by On-Site Surveys

Source
M easure Type Data Collected On-Site Tracking Data
Central Air Conditioners Primary Type, manufacturer, and Type, SEER, capacity
model number
Gas Furnaces Primary Type, manufacturer and Type, AFUE, capacity
model number
Gas Water Hesaters Primary Manufacturer and model EF, tank size
number

Timing, Scheduling, and Cost Estimates. Insofar asthe on-site surveysto collect data
for the HVAC and water heating could be done concurrently with the other on-site surveys,
including HVAC and water heating to this initiative would not change the estimated timing
and scheduling. The estimated cost to included HVAC and water heating measures are
significant. There would be no need to increase in the sample sizes from what is required to
prescreen window retrofits (100,000). However, the on-site sample sizes would increase
substantially from 500 to 1,250 per quarter. Thiswould increase the annual budget for this
initiative by roughly $300,000 to $375,000.

Integrate Screening Questions in CEC Residential Customer Mail Survey

On September 25, 1998, the CEC’'s Demand Analysis Office presented a proposal to the
Cdlifornia Board for Energy Efficiency (CBEE) for co-funding the CEC’ s data collection
efforts. Until this year, customer surveys were funded by the utilities through DSM funds.
Because this funding source is no longer available, the CEC sought funding from the CBEE
to supplement funds requested by the CEC in its budget change proposal (BCP). The
proposa submitted to the CBEE provided background of the CEC data collection efforts and
summarized the budget requirements for continuing the survey implementation through
2002.

The CEC' s proposal to the CBEE identified two surveys that show some promise as elements
of atracking system: acommercia survey and aresidential survey. (The commercial survey
proposal is discussed in more detail in Section 10.) RER has met in person twice and has
conducted numerous telephone conversations with CEC staff to discuss the feasibility of
using the CEC'’ s customer surveys as an element of an overall tracking system. Using the
residential survey to identify homes for recent purchases or retrofits is the primary benefit of
incorporating tracking needs into the residential survey.

The objective hereis not to suggest funding the CEC for the residential survey effort or to
suggest how any such funds should be alocated. The discussion that follows is included
only to suggest that, should the CBEE fund such a data collection effort in the residential
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sector, that opportunities to incorporate tracking needs should be recognized. Furthermore,
the following is based upon the information presented in the CEC’ s September 25 proposal to
the CBEE.

The CEC’s plan for the residential customer survey in its September 25 proposal entails
conducting roughly 100,000 mail surveys and 2,000 on-site follow-up surveys. The surveys
would be conducted biannually. Because the residential survey was just conducted in 1998,
it would not scheduled to be conducted again until the year 2000. The CEC'’s estimated cost
for the residential surveys was $4 million.3

While using a CEC survey to prescreen homes would cost less than arandom dial survey,
there are, of course, a number of issues associated with this alternative. Timing and sampling
issues, survey design, and cost impacts are discussed below.

Timing Issues. Should aresidential customer survey be administered by the CEC, it
would need to be implemented statewide on a quarterly basis to be successful as a screening
tool to accommodate market share tracking needs.

Sampling Issues. The CEC residential survey could potentially involve a completed
sample of 100,000 homes. Assuming this sample size and that the CEC would be willing to
field the survey quarterly, would result in quarterly samples of 12,500. In order to obtain the
12,500 completed survey responses per quarter and assuming a response rate of 33%, the
CEC would need to initially mail out at least 37,500 surveys.

The total number of completed CEC surveys will need to be increased to meet the required
prescreened sample size requirements for this initiative. Based the above information, the
completed sample size would need to be increased from 37,500 to 50,000 per quarter. This
increase in sample presents a considerable obstacle — increasesin cost. To mitigate cost
increases, RER would recommend a postcard-type mailer be included in the initial survey
mailing that could be used to identify purchasers of priority measures. The response card
could be designed to obtain information directly from the homeowner or identify homes
willing to participate in the tracking effort. The idea hereis that response rates might be
higher than without the postcard insert.

Survey Design. Theresidential mail survey questionnaire would not need substantial
revisions to accommodate the CBEE' s tracking needs, primarily because it would be used
only to identify sites with recent equipment purchases, replace-on-burnouts, or retrofits.
Questions on recent acquisitions and replacements traditionally have been included in utility

23 This estimate does not include funding for the average equipment energy use follow-up study or the load-
metered sites customer characteristics analysis.
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appliance saturation surveys, and would presumably be included in the CEC questionnaire
one way or the other. These questions would be used to identify candidates for the on-site
survey. The candidates would then be contacted by telephone to schedule the on-site survey.

Cost Impacts. The cost impacts of adopting this approach for prescreening would decrease
the cost of implementing the initiative by roughly $50,000 to $75,000 per year. These
impacts are attributable to decreases in costs of prescreening, though some budget should be
reserved for developing or reviewing the survey and sample design, and ongoing
coordination with the CEC.

The cost impacts to the CEC of incorporating tracking into aresidential survey are unclear,
given the fact that the CBEE has not yet considered reserving funds for the residential survey
effort. Asexplained in Section 10, updating the DEER database and the commercial survey
were considered priorities for funding in 1999. Should funding for the CEC residential
customer survey become available, RER recommends incorporating market share tracking
needs into the data collection effort. The resulting added coststo the CEC survey would be
attributable to expanding the quarterly sample to accommodate the required sample sizes for
screening.
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9.5 Initiative lll: Collecting Distributor Sales Data
Overview

Asindicated in Table 9-1, RER recommends tracking the replace-on-burnout and net
acquisition purchases of residential HV AC and water heating measures at the distributor
level. Asexplained in Section 4, collecting data at the distributor level does not alow for the
tracking measures at the decision type level. However, if Initiative | isimplemented, detailed
dataon HVAC and water heating equipment will be known for new construction
installations. Because distributor data would represent both new construction and replace-
on-burnout/net acquisition purchases, replace-on-burnout and net acquisition shares can be
inferred by subtracting new construction shares from the distributor sales data.2* The major
benefit of using the distributor survey as opposed to a pre-screened on-site survey iscost. As
will be highlighted below, the development and operation of data collection from distributors
is considerably cheaper than conducting quarterly on-site surveys. Furthermore, collecting
data at the distributor level will provide an accurate representation of the size and efficiency
mixes of the California HVAC and water heating markets overall.

RER recommends that a tracking initiative be developed and operated through a cooperative
effort with HVAC and water heating equipment distributors in California. Thisinitiative
involves the collection of quarterly equipment sales data, which would necessarily need to
include manufacturer, model number, and quantity sold. These data will then be used to
develop a database containing detailed information on relevant measure characteristics useful
for tracking.

Tracking initiatives that use distributor data are presently being used in Wisconsin with some
success. However, other reviews of this method have not been as encouraging.2> In general,
these reviews identify lack of manpower and proprietary information as the main reasons for
distributor unwillingness to participate. To explore the feasibility of this method for tracking
in California, RER conducted an informal survey of California HVAC and water heating
distributors to discern their willingness to participate in a statewide tracking effort. Results
are summarized below.

24 Asexplained in Section 8, at least some distributors can identify sales by decision type according to the
customer, even though this information is not typically recorded at the point-of-sale. Should this tracking
initiative be adopted, there is potential to encourage distributors to record this information in the future.

25 See for example EPRI, 1997.

Recommendations for Tracking Residential Measures 9-31



Efficiency Market Share Needs Assessment and Feasibility Scoping Sudy

s  HVAC Distributors. A list of HVAC wholesaer/distributors in California was
obtained from the North American Heating, Refrigeration & Air Conditioning
Wholesalers.26 Thislist was supplemented with other miscellaneous sources for a
final group of 22 different distributors. Most of the distributors carry both the
heating and cooling equipment and many have multiple branches. The number of
branches range from a single location too as many as 42 different locations
throughout the state. The 22 companies in the sample represent 190 different
locations.

Seven HVAC distributors, represent 92 individual locations, were asked about
their record keeping practices (e.g., type of salesinformation they recorded and
how this information was stored) and their willingness to participate in a statewide
tracking program. All expressed some degree of willingness to participate in a
statewide tracking program. The biggest barriers to their participation in a
statewide market share tracking effort relate to timing and staffing requirements in
preparing and submitting the required data.

The distributors surveyed collect model number information at the very least and
store all the sales datain an electronic database. Most surveyed would be
interested learning their share of the HVAC equipment market, as they currently
do not have much of an idea of their current share of the market in California.

m  Water Heating Distributors. RER compiled alist of water heater
wholesaler/distributors in California from various sources, including lists from
manufacturers. Some of the mgjor distributors have multiple branches and there
are many small, independent distributors in the water heater market. The find
listing was comprised of 50 to 60 different distribution companies representing
160 different locations.

Seven plumbing equipment distributors, representing 50 individual locations, were
asked about their record keeping practices (e.g., type of sales information they
recorded and how this information was stored) and their willingness to participate
in a statewide tracking program. All showed some degree of willingness to
participate in a statewide tracking program. Most surveyed would be interested in
learning their share of the California market, as they currently do not have an idea
of what their current market share relative to other distributors. Aswith the
HVAC distributors, the biggest barriers to their participation in a statewide market
share tracking effort relate to timing and staffing issues.

They all collect model number information at the very least and store all the sales
datain an electronic database. However, some of the small, independent
companies have not made the transition from paper inventories to electronic
databases. Thisintroduces some logistical problems, as hard copies of sales data
will need to be hand coded into an electronic format.

As explained in Section 8, roughly 50% of the residential water heaters are not
sold through distributors. Rather, large building supply retail chains and “do-it-

26 See http://www.nhraw.org.
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yourself” stores, such as Home Depot, have the ability to buy in large quantities
and typically do so directly from the manufacturer. Furthermore, these retailers
buy at the national level and have their own channels of distribution. Therefore, it
is critical to recognize that only collecting sales data from water heating equipment
distributors would be omitting a significant portion of the water heater market.

In light of this shortcoming of this method, RER identified three alternatives for
tracking efficiency market shares of gas water heater replacements/net
acquisitions. The optionsinclude: 1) conduct on-site surveys of a prescreened
sample of home that have recently purchased a new water heater, 2) collect sales
data from magjor retailers, or 3) collect data from distributors and incorporate
ENERGY STAR? data collection efforts into California tracking when water heaters
become an ENERGY STAR® product.2’

RER favors the latter approach for several reasons. First, the first option has
already been deemed to be cost prohibitive because of the costs associated with
identifying Sites that have recently purchased a water heater, and the fact that there
are no achievable economies through conducting on-site surveys. Second,
collecting sales data from major retailers, such as Home Depot, might not feasible.
RER’s preliminary research suggests that retailers would not be willing to supply
the data required for tracking. Finally, some HVAC equipment distributors also
sell water heating equipment, so the marginal cost of collecting water heater data
could be relatively low.

The remainder of this section assumes that water heater sales data will be obtained
from equipment distributors (option 3 above) and that a dialogue with ENERGY
STAR® representatives continues to pursue the option of obtaining water heater
sales data collected under the ENERGY STAR? program in the future.

Measure and data coverage, development of the initiative, timing and scheduling, and cost
estimates are discussed below.

Measure and Data Coverage

Table 9-12 includes the measures covered by thisinitiative, whether thisis the primary or
secondary source for tracking data, the characteristics of the measures that can be collected
during the on-site visit, and the characteristics of the measures that would ultimately be used
for tracking market shares.

27 Aswill be noted in the Initiative 1V, water heaters are not yet an ENERGY STAR? product, but are expected
to be included in the ENERGY STAR? program sometimein 1999. ENERGY STAR® representatives are still
uncertain about when water heater data collection efforts can begin.
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Table 9-12: HVAC and Water Heating Measures and Measure Characteristics
Covered by Collection of Distributor Sales Data

Source
M easure Type Data Collected Tracking Data
Air Conditioners Primary Type, manufacturer, and Type, SEER, capacity
model number
Gas Furnaces Primary Type, manufacturer and Type, AFUE, capacity
model number
Gas Water Heaters Primary Manufacturer and model EF, tank size
number
Packaged Air Conditioning Primary Manufacturer, and model System type, EER/SEER,
number HSFP or COP, and size

Development

Development of this method entails 1) the recruitment of California HVAC and water
heating distributors to participate in the tracking initiative, 2) the design and implementation
of an efficient data collection protocol, and 3) development of a replace-on-burnout/net
acquisition efficiency market share tracking database.

Development of each of these components is discussed below.

Recruitment of California HVAC and Water Heating Distributors

Thefirst step of thisinitiative involves recruiting distributors to serve as data suppliersin the
tracking effort. Based upon RER'’s informal discussions with a sample of HVAC and water
heating distributors serving the California market, and the experience in Wisconsin, there are
several elements critical to the success of thisinitiative.

m  Firdt, it isessential that the confidentiality of distributor proprietary sales data be
guaranteed. In particular, tracking data should be reported only at an aggregated
level that ensures the confidentiality of any single distributor.

m  Second, the burden on distributor staff and time be minimized and/or distributors
should be compensated for their time.

m  Third, the distributors will likely need on-site assistance to develop a data
reporting protocol. For example, some HVAC distributors in Wisconsin required
computer programming assistance in order to provide a“data dump” that included
the required data. Furthermore on-site visits will be likely be necessary not only
during the development stage, but throughout the operation of this tracking
initiative.

m  Fourth, the tracking database, or other useful information, should be made
available to all participating distributors.
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RER aso recommends that the recruitment process be an ongoing effort. In particular,
attention needs to be given to participating distributors to ensure timely delivery of sales data
aswell asto retaining current data suppliers and recruiting new participants.28 Further, to
accommodate possible climate zone effects, distributors should be recruited from both
southern and northern California and across climate zones.

Data Collection Protocol

Dueto the diverse formats used by the distributors to record sales data, the data collection
protocol will need to be flexible, and in most cases tailored to individual distributors. We
recommend that site visits be undertaken for the larger distributors to ensure a thorough
understanding of the available data and to assist the distributor in developing reports useful
for market tracking. Again, the Wisconsin experience indicates that on-site visits of
distributors resulted in the participation of some distributors who would have otherwise not
participated. Thiswas due mainly to assist the distributors in developing methods to
download valuable tracking data at a minimal cost to the distributor.

Construction of the Efficiency Market Share Tracking Databases

Construction of the measure efficiency market share tracking database involves entry of the
collected distributor sales data, and recoding the data into useful market share tracking
parameters.

Database Development. Database development will be a major portion of the work
effort. Ingeneral, our understanding is that distributors keep equipment sales datain
electronic format. The first step will be to develop protocols for the individual distributorsto
retrieve the datain a usable format. However, it is anticipated that these data will be in
various formats that will require trandation into a standardized format. For this purpose,
RER recommends a conventional database format, such as Excel or Access.

Recoding the Collected Sales Data into Useful Market Share Tracking
Parameters. An efficient methodology will need to be developed to trandate the data
collected from distributors into useful market tracking data. The distributor sales data will be
used to obtain equipment types and model numbers, which will need to be trandated into
efficiency and size data. Typically, this can be accomplished by using product literature or
other product databases and should be done during the post processing of the data.

28 The Wisconsin experience with distributors indicates that a substantial amount of time is spent maintaining
relationships with current participants.
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Timing and Scheduling

The timing and scheduling of thisinitiative are a function of the time needed to recruit the
initial sample of participant HVAC and water heater distributors, implementation of the
initial data collection, and to maintain the system. A summary of the timing and scheduling
of thisinitiative by major task is presented in Table 9-13. The time needed to recruit
distributorsis the most subject to uncertainty. However, our informal survey of distributors
indicates willingness on the part of distributors to participate in the tracking effort. This
suggests that a 12 to 16 week window should be sufficient to recruit enough distributorsto
begin the tracking initiative.

Table 9-13: Summary of Timing and Scheduling — Collection of Distributor
Sales Data

Task Timing Scheduling

Initial Recruitment of Sample of Distributors 12-16 Weeks | 2™ and 3 Quarter 1999

Initial Collection of Quarterly Distributor Sales Data | 6-8 Weeks 2" and 3 Quarter 1999

Initial Tracking Database Development 4-6 Weeks 4™ Quarter 1999

Quarterly Review of Distributor Sample 1-2 Weeks Quarterly from 4™ Quarter 1999
Quarterly Collection of Distributor Sales Data 6-8 Weeks Quarterly from 4™ Quarter 1999
Update Tracking Database 2-4 Weeks Quarterly from 1% Quarter 2000
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Cost Estimates

Table 9-14 presents a summary of the estimated costs to develop and operate this tracking
initiative.2® Ranges of costs are provided only as a guideline; final budgets would depend on
the features adopted for the final tracking system.

Table 9-14: Summary of Costs of Initiative Ill, by Major Task

Task Estimated Cost
Development and First Quarter:
Recruitment of Sample of Distributors $25,000 - $30,000
Initial Collection of Sales Data $10,000 - $20,000
Tracking Database Development $10,000 - $15,000

Subsequent Quarters:

Quarterly Review of Distributor Sample $2,000 - $5,000
Quarterly Collection of Sales Data $10,000 - $20,000
Quarterly Tracking Database Update $5,000 - $10,000
Estimated First Year Cost $96,000 - $170,000
Estimated Subsequent Year Cost $68,000 - $140,000
Fixed Costs $28,000 - $30,000

29 The cost estimates presented here were derived after the analysis presented in Section 8 was conducted. The
cost scores included in Section 8 represent RER' sfist estimate of costs that were derived for the purposes of
comparing alternative tracking methods. Detailed budgets were not formulated until the recommended
tracking methods were identified. In retrospect, these detailed cost estimates may differ dightly from the
scores for the cost criteria presented in Section 8.
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9.6 Initiative IV: ENERGY STAR?/EGIA Retail Tracking
Overview

Asindicated in Table 9-1, RER recommends tracking the replace-on-burnout and net
acquisition purchases of several residential measures at the retail level. Section 4 explained
that several of the residential measures covered by this study are purchased by the consumer
at retail establishments. Collecting data for tracking market shares of replace-on-burnout and
net acquisition purchases at a market node other than the consumer or retail level would be
omitting a significant portion of the market from the tracking efforts.

RER recommends that a tracking initiative be developed and operated through a cooperative
effort between ENERGY STAR? and the Electric and Gas I ndustries Association (EGIA). Both
organizations offer tremendous opportunities for successful market share tracking. First,
market shares of several priority residential measures are already being tracking through the
ENERGY STAR? program. Second, the EGIA, a California-based trade organization with a
membership comprised of manufacturers, distributors, and contractors, is an ideal candidate
for recruiting and maintaining relationships with non-ENERGY STAR? retailers as data
suppliers.

RER has met with representatives of both organizations in person and by telephone on
several occasions, in addition to conducting a meeting with all involved parties together to
discuss the feasibility and development of this tracking initiative. In general, this initiative
involves two separate but related elements: 1) obtaining data already collected through the
ENERGY STAR? program and 2) collecting sales data from smaller, independent, non-ENERGY
STAR? Cdliforniaretailers.

= Obtain Data Collected Under ENERGY STAR?® Retail Partnership
Agreements. The primary portion of this tracking initiative involves obtaining
data collected under ENERGY STAR? Partnership agreements. D&R International
(D&R), aconsulting firm retained to provide support services for the ENERGY
STAR? program, recruit ENERGY STAR® Retail Partners, negotiate data collection
agreements with Partners, and collects and processes all data collected through
ENERGY STAR? agreements. The tracking initiative proposed here requires 1)
becoming familiar with the ENERGY STAR® database, and 2) determining which
data are required for tracking in California. D&R would then provide the desired
data on a periodic basis for tracking market shares of identified efficiency
measures in California.

» Collect Data from Non-ENERGY STAR? and Smaller Regional Retailers.
Because D&R does not collect data from non-ENERGY STAR? retailers, which are
typically small, independent retailers, the existing D& R ENERGY STAR? database
is not representative of all retail salesin California. As such, the ENERGY STAR?
data will need to be augmented with sales data from nonparticipating and regional
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retaillersin California. The second element of this proposed initiative involves
recruiting non-ENERGY STAR® retailers to supply their sales data on a periodic
basis. The EGIA would serve as a liaison between the data collection agent and
retailers, helping to recruit and develop this portion of the tracking system.

Summary of ENERGY STAR? and Current Data Collection Efforts

ENERGY STAR? isajoint program of the U.S. Department of Energy (DOE) and the
Environmental Protection Agency (EPA). The purpose of this programisto encourage the
development of a sustainable consumer market for energy-efficient technologies by
educating consumers and creating partnerships with manufacturers, retailers, and utilities.
The focus of the ENERGY STAR? program is the ENERGY STAR? label. A product receives the
distinctive ENERGY STAR? label if it exceeds the Federal energy efficiency standards by a
specified amount. Typically, a product must be 13% to 25% more efficient than the Federal
standard to receive the label, though in some cases (e.g., clothes washers) the requirement is
111%.30 If there are no Federal minimum energy use standards for a specific appliance, the
product may earn the ENERGY STAR? label if it has special energy-saving features that
enables it to use less energy than similar products. For example, computer monitors with a
“seep” mode earn the ENERGY STAR? label.

The ENERGY STAR? program covers the following products:

Room air conditioners,

Clothes washers,

Dishwashers,

Windows and doors,

Refrigerators,

Lighting fixtures,

Televisionsand VCRs, and

Various plug-load office equipment, including copiers, fax machines,
multifunction devices, printers, scanners, computers, and monitors.

The important aspect of the ENERGY STAR? program relating to market share tracking is the
retail partnership arrangement. ENERGY STAR® Retail Partners receive free point-of-purchase
and sales training materials, listing on the ENERGY STAR? website and Federal consumer
information hotlines, access to utility and manufacturing programs, and leverage from
ongoing national brand awareness campaigns. In return, Retail Partners agree to 1) label
qualifying products, 2) display the point-of-purchase materials and brochures, 3) advertise
and offer promotions on the ENERGY STAR? -labeled product, 4) train retail staff using

30 Note that Federal standards do not yet apply to front-loading washers.

Recommendations for Tracking Residential Measures 9-39



Efficiency Market Share Needs Assessment and Feasibility Scoping Sudy

ENERGY STAR? promotional materials, and 5) provide sales data for tracking and other
analytical purposes.

Transactions data are obtained from nearly all Retail Partners for both ENERGY STAR? and
non-ENERGY STAR? -qudlified products. There are currently 18 Retail Partners representing
over 1,100 storefronts nationwide:

m  49er Window & Door s Howard's TV & Appliance
m Alexander’s Appliances m Liberty Appliance

s  BGE Home Products and Services Inc. = Montgomery Ward

m  Circuit City StoresInc. m Mosee Brothersinc.

s Conser Homes Inc. m Pacific Sales

s Deranleau’'s m Renwes Appliances

m  G&T Enterprises m The Hodges Company

s Goldcoast Ltd. s TOPS Appliance City

m HomeBase » Warehouse Discount Center

These Retail Partners account for nearly 15% of the retail market for the products covered by
the ENERGY STAR? program.3! They are currently under negotiation with Sears to become a
Partner, at which point they will cover from 25% to 40% of the retail market, and are also
negotiating an agreement with Best Buy. Data are not obtained from non-ENERGY STAR?
Retail Partners, which are typically smaller, independent stores, representing about 40% to
50% of the California market.

The measure coverage, data coverage, development and operation, cost summary, advantages
and disadvantages, and additional considerations regarding this proposed tracking initiative
are detailed below.

Measure and Data Coverage

Asindicated in Table 9-1, market shares for most of the residential priority measures can be
tracked with the ENERGY STAR®/EGIA initiative. In particular, this initiative will cover
replace-on-burnout or net acquisition purchases of the following measures:

Compact fluorescent fixtures and lamps,
Horizontal axis clothes washers,
Refrigerators, and

Dishwashers. 32.33

31 |n addition to the Retail Partners, there are six Retail Buying Group partners, Utility Partners, 91
Manufacturer Partners, four Government Partners, and two Energy Service Partners. California Utility
Partners include PG&E, SMUD, SDG&E, and SCE.

32 Compact fluorescent lamps are not currently an ENERGY STAR? rated product, but is expected to be covered
by the program in 1999.
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Because data for other appliances (including HV AC equipment and windows) are also
collected under the ENERGY STAR? program, data for these measures can be obtained for
tracking purposes, even though thisinitiative is not recommended as the primary tracking
method for these measures.

Also note that gas water heaters can also be covered with this method in the future. Even
though water heaters are not yet an ENERGY STAR? product, they are expected to be added to
the program sometime in 1999. D&R is uncertain at this point when/how water heater sales
datawould be collected. Asexplained above for Initiative 111, RER emphasizes that gas
water heaters be included in thisinitiative as soon as possible. Doing so would mitigate the
shortcomings of only collecting water heater sales data from distributors, as recommended in
Initiative I11.

The data collected under this initiative can be classified as either unit sales data or market
share data, depending on the negotiated ENERGY STAR? Partnership agreement. Most
ENERGY STAR? Retail Partners provide D& R with comprehensive unit sales data. These
voluminous data are ideal for tracking purposes, as is point-of-sale data aggregated to the
information collected product level. A few Retail Partners have agreed to provide data only
in terms of the percentage of ENERGY STAR® unit sales relative to total sales. D&R is
currently negotiating with these retailers to obtain more detailed data that would at least be
useful for tracking purposes. Currently, ENERGY STAR? retailers submit datato D&R on a
somewhat sporadic basis. However, D&R staff explained that they are currently working
toward obtaining data on a quarterly basis. Note also that participating retailers also submit
one year of historical transactions data upon entering the ENERGY STAR® program.

The unit sales data obtained from ENERGY STAR? retailers includes the following for ENERGY
STAR® qualified products:

Store number,
Brand,

Model number, and
Number sold.

33 Recall from Section 4 that clothes washers and refrigerators are not commonly installed by the builder in a
newly constructed home, thus, tracking sales of these appliances through retailers would not be excluding
net acquisitions from the analysis.
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This datais also provided by some retailers for non-qualified products. However, one
retailer provides data aggregated by product class rather than by individual products.34

With respect to efficiency market share tracking, D& R would aggregate the number of units
sold across stores located in California for each unique brand and model number. Another
option would be to aggregate data into smaller geographic regions, such as Southern
Cdlifornia, Central California, and Northern California, if possible. This data would then
need to be recoded into efficiency data useful for tracking. In particular, efficiency, size, and
equipment type data are associated with each unique model number for each brand.
Manufacturer catalogs, product directories, and other databases can be used in this process.

As mentioned above, ENERGY STAR? datawould account for roughly 40% to 50% of the
Californiamarket. Discussions during meetings between D& R and the EGIA revealed that if
afew regiona retail chains in California can be recruited as data suppliers, market coverage
for market share tracking could increase to as high as 60% to 70%.

The data obtained from non-ENERGY STAR? Partners will be negotiated with each retailer and
will need to be collected on a quarterly basis. Complete transactions data are not necessary
for market share tracking, and prospective data suppliers might be more comfortable
supplying as little data as possible. The Wisconsin tracking initiative serves as a good model
for collecting data directly from upstream market actorsin California. Not only do record
keeping systems vary across retailers, but their willingness to provide certain data fields will
likely differ. The key isto be as flexible as possible and not burden data suppliers with
unnecessary constraints or requirements. Again, the data supplied will need to be negotiated
with each individual retailer.

Development

Development Procedure

The development of thisinitiative will involve the five primary steps described below. The
first two steps pertain to obtaining data from D&R’s ENERGY STAR? database, and the
remaining three steps involve recruiting non-ENERGY STAR? retailers and setting up a data
collection and reporting protocol.

34 |t isimportant to note here that ENERGY STAR® data collection efforts are an ongoing, evolving process.
D&R staff has expressed interest in working to obtain more detailed data from retailers, particularly if such
efforts can be mutually beneficial.
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1) Become familiar with ENERGY STAR? database and identify data needs.
As mentioned above, D& R developed and maintains data collection for the
ENERGY STAR? program. RER has discussed the possibility of obtaining
California sales data with D& R staff on several occasions. Thefirst step of this
processisto meet with D&R staff, become familiar with the data that would be
available from the D& R database, and identify the data fields needed for efficiency
market share tracking in California.

RER has reviewed the data that D&R receives from participating retailers. As
mentioned above, datarequired for backing out equipment efficiencies, type, and
size are collected from the retailers’ unit sales data.

2) Develop protocol for obtaining ENERGY STAR? data. After the desired data
fields from the D& R database have been identified, a protocol for obtaining the
datawill be developed. Issues here include frequency of reporting, format of the
data, level of data aggregation, and appropriate compensation to D&R.

3) Construct sample design of non-ENERGY STAR? retailers. To “fill the
gaps’ of the D& R ENERGY STAR? database, data need to be collected from non-
ENERGY STAR? retailers. Thefirst step of this processis to identify eligible
retailers and construct a sample design. This sample design should consider the
retailers’ shares of the California market for each applicable measure and should
be representative of the non-ENERGY STAR? retailer market. The EGIA would
provide considerable input during this process.

4) Recruit non-ENERGY STAR? data suppliers. After potential data suppliers
are identified and a sample design is constructed, the next, most critical step isto
recruit data suppliers. Again, the EGIA would have a very active role during the
recruiting process and would serve as a liaison between retailers and the data
collection agent. Potential obstacles to successfully recruiting data suppliers and
concerns of retailers about releasing their sales data have surfaced during several
discussions between RER and the EGIA. However, data collected from
distributors in Wisconsin provide useful guidelines for approaching and recruiting
data suppliers and proves that this type of data collection can be successful and
that mutually beneficial arrangements can be forged.35:36 A first step in the
recruiting process would be to meet with the EGIA’ s Board of Directors and then
with individual potential data suppliers.

5) Set up data collection protocol with individual retailers. After adata
supplier agrees to participate in this tracking initiative, the final step isto arrange a
data collection protocol. This might or might not include reviewing each retailer’s
current record keeping practices and working with them to develop a data
reporting process.

35 The concerns raised during arecent EGIA Board meeting are very similar as those that ODC encountered
when developing the Wisconsin distributor tracking initiative.
36 Appendix H details the Wisconsin tracking experience.
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Development Time and Costs

The time and cost requirements for developing this tracking initiative are a function of the
time and resources needed to develop data collection from the ENERGY STAR? database and
those required to recruit non-ENERGY STAR? retailers.3” One key advantage to this tracking
initiative is that data can be obtained from D&RR's ENERGY STAR? database relatively
quickly. Because RER has discussed this possibility with D& R on several occasions, they
are aware of data needs for tracking in California and are prepared to begin developing this
initiative as soon as possible.

RER estimates that once the development process is under way, it would take roughly three
months to obtain the first useful tracking data point representing sales by ENERGY STAR?
Retail Partners. RER estimates that development of the ENERGY STAR? portion of this
initiative will cost roughly $20,000 to $30,000.

However, the ENERGY STAR® data provide insight into only a portion of the California
market. Constructing a sample design and recruiting non-ENERGY STAR? retailers will
require more time and resources. Using the Wisconsin efforts as a gauge, RER estimates that
constructing a sample design and recruiting non-ENERGY STAR? retailers could take at least
six to nine months. Thus, the first tracking data point representing non-ENERGY STAR?
retailers might not be available for nine months up to one year.

RER estimates that the costs for developing the non-ENERGY STAR? retailer portion of this
initiative will range between $40,000 and $60,000. This general estimate is based somewhat
upon the costs for developing the Wisconsin distributor tracking system.

Operation

The operation of this tracking initiative pertains to all data collection, processing, reporting,
and analysis activities. Once this tracking initiative is developed and data collection
protocols are arranged, the operation of the system and reporting would be necessarily
involve the following:

m  Ongoing communication with D&R staff, the EGIA, and non-ENERGY STAR?
retailers supplying data,

m  Obtaining data from D&R and non-ENERGY STAR? retailers on a quarterly basis,

m  Developing and maintaining a market share tracking database, and

m  Summarizing data and reporting on efficiency market trends on a quarterly basis.

37 Time requirements in this context refers to the time it would take to have the first useful tracking data point
once the development process begins.
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The final result of this process includes a residential lighting and appliance replace-on-
burnout/net acquisition efficiency tracking database updated on a quarterly basis, and a
guarterly report summarizing trends in efficiency levels of replace-on-burnout/net acquisition
purchases of the measures covered by this initiative.

RER estimates that the operation of this tracking initiative will cost roughly $25,000 to
$35,000 per quarter or $100,000 to $140,000 per year. The estimated time and cost
requirements for operating this tracking initiative account for 1) time required to retrieve and
process data, 2) the time needed to maintain relationships with non-ENERGY STAR? retailers,
3) recruiting additional non-ENERGY STAR? retailers (as needed or if necessary), and 4)
maintaining contact with D&R staff regarding collection of ENERGY STAR? data.

Cost Summary

Table 9-15 summarizes the costs for the development and ongoing operation of the ENERGY
STAR?/EGIA retail tracking initiative.38 As shown, RER estimates that this initiative will
cost roughly $160,000 to $230,000 in the first year, and about $100,000 to $140,000 in
subsequent years. It is evident that collecting data from non-ENERGY STAR® retailers
involves more time and resources than obtaining data from the D& R ENERGY STAR?
database. However, doing so is necessary in order to accurately estimate efficiency market
shares of the covered measures. The estimated budget for this portion of the initiative could
vary depending on the number of non-ENERGY STAR? retailers needed to supply data and the
time and effort needed to do so.

38 The cost estimates presented here were derived after the analysis presented in Section 8 was conducted. The
cost scores included in Section 8 represent RER' sfist estimate of costs that were derived for the purposes of
comparing alternative tracking methods. Detailed budgets were not formulated until the recommended
tracking methods were identified. In retrospect, these detailed cost estimates may differ dightly from the
scores for the cost criteria presented in Section 8.
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Table 9-15: Summary of Costs of Initiative IV, by Major Task

Task Estimated Cost

Development and First Quarter:

Development: ENERGY STAR? Retailers $20,000 -$30,000
Development: Non-ENERGY STAR? Retailers $40,000 -$60,000
Initial Data Collection from ENERGY STAR? Retailers $10,000 -$15,000
Initial Data Collection from Non-ENERGY STAR? Retailers $15,000 -$20,000

Subsequent Quarters:

Quarterly Data Collection from ENERGY STAR? Retailers $10,000 -$15,000
Quarterly Data Collection from Non-ENERGY STAR® Retailers $15,000 -$20,000
Estimated First Year Cost $160,000 -$230,000
Estimated Subsequent Year Cost $100,000 —$140,000
Fixed Costs $60,000 - $90,000

Advantages and Disadvantages

The primary advantages of this initiative include the following:

m  Tracking at the retail level is one of the most appropriate nodes for collecting data
for replacement and/or net acquisition purchases made directly by the consumer.

m  This method offers tremendous economies because data for several priority
measures can be collected with the same initiative.

m  Thisinitiative makes it possible to track additional competing measures, in
addition to the priority measures identified for this study.

» Boththe D&R (representing ENERGY STAR?) and the EGIA have expressed solid
interests in pursuing this initiative. Furthermore, these organizations aready have
an existing working relationship, which strengthens this joint effort.

= TheEGIA can provide avaluable link between retailers and the data collection
and/or analytical agents. Furthermore, non-ENERGY STAR® retailers would be
more willing to release proprietary data if tracking efforts were supported by
organizations like the EGIA.

= Aninfrastructure has already been developed for collecting data from ENERGY
STAR? Retail Partners, and the amount of time required for the development of the
ENERGY STAR® portion of this initiative is relatively short.

= Historical data are available from the ENERGY STAR? data, though this data would
not be necessarily be as complete as the data currently available, as more retailers
have been joining the program over time.
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The disadvantages include the following:

= Products not covered by the ENERGY STAR® program cannot be cost effectively
covered with this tracking initiative.

m  Thisinitiative can only collect data representing replace-on-burnout or net
acquisition purchases.

» Because the ENERGY STAR® program only collects data from participating
retailers, the data are not representative of the entire California market. Because of

this “gap,” non-ENERGY STAR? retailers need to be recruited as data suppliers,
which significantly increases data collection costs.
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Recommendations for Tracking Nonresidential
Measures

10.1 Overview

This section presents RER’s recommended initiatives for tracking the efficiency market
shares of the nonresidential priority measures. Section 8 detailed the scoring of each viable
method for each priority measure by applicable decision type. The final step of the
Feasibility Assessment is to develop a set of market tracking initiatives that provide the
broadest market coverage, yet maintain an acceptable level of data accuracy. The objective
of thistask was not to rely solely on the final scores of the methods presented in Section 8,
but to account for achievable economies across priority measures and across sectors
significantly to formulate the recommendations presented here.

As with the residential measures, RER’s objective was to formulate tracking initiatives that
provided the highest level of economies and an acceptable level of data accuracy. For
example, significant portions of two of the recommended tracking initiatives rely on the
CEC’s planned commercial customer on-site survey for which the CBEE has already
approved funding. Incorporating data collection for tracking into the CEC customer survey
avoids duplication of efforts and increases the productivity of MA&E funds transferred to the
CEC.

Again, the tracking initiatives presented in this section recommend that efficiency market
share data be collected on a quarterly basis. The frequency of data collection is a critical
issue, particularly when one considers the time required to develop a tracking system and the
number of data points available to assess market transformation through the end of the
transition period. For example, if the first estimates of efficiency market shares are not
available until, say, the first quarter of 2000, collecting data on a semiannual basis would
only produce four data points through the end of the transition period.

The remainder of this section is organized as follows:

m  Subsection 10.2 provides a summary of recommended tracking initiatives for
nonresidential measures,
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m  Subsection 10.3 summarizes the issues involved with incorporating tracking needs
into the CEC’ s planned commercial on-site survey efforts,

m  Subsection 10.4 through 10.8 detail RER’ s recommendations for tracking
nonresidential priority measures, and

m  Subsection 10.9 discusses the nonresidential measures for which tracking
recommendations were not developed.

10.2 Summary of Recommended Tracking Initiatives for
Nonresidential Measures

Table 10-1 summarizes RER’s recommendations for tracking the priority nonresidential
measures.! Asindicated, RER recommends that the market shares of the nonresidential
measures be tracked with the following three initiatives:

m Initiative V: Integrating CEC On-Site Commercial Surveys and
Building Department Data. Thisinitiative integrates data collected via the
CEC commercial on-site surveys and compliance data from participating building
departments throughout the state. Thisinitiative isthe recommended primary data
source for new construction installations of the following priority measures:

- Nonresidential windows,
- Packaged air conditioning,

- Adjustable speed drive pumps and fans (HVAC and water heating
applications),

- 32 watt T8s with electronic ballasts, and
- Energy management systems.

Initiative Va: Integrating On-Site Commercial Surveys and Building
Department Data. Because of the current uncertainties regarding the CEC data
collection efforts, RER offersthisinitiative as an aternative to Initiative V. This
initiative integrates data collected via on-site surveys in the commercial sector and
compliance data from participating building departments throughout the state. The
measures covered by thisinitiative are the same as those covered by Initiative V.

m Initiative VI: Integrating CEC On-Site Commercial Surveys and a
Commercial & Industrial Sector Telephone Surveys. Thisinitiative
integrates the planned CEC commercial on-sites surveys and a telephone survey of
commercial and industrial customers to collect data on retrofits of several priority
measures. Thisinitiative is the recommended primary data source for retrofits of
the following priority measures:

1 Note that the recommendations appearing in Table 10-1 represent the primary tracking initiative for each
measure. 1n some cases, RER recommends that the primary data be supported or augmented with secondary
datato cross-check data obtained from other sources. Secondary methods are discussed when appropriate.
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- Adjustable speed drive pumps and fans (HVAC applications),

- 32 watt T8swith electronic ballasts,

- Energy management systems, and

- Compressed air optimization.

Initiative Vla: Integrating On-Site Commercial Surveys and
Commercial & Industrial Sector Telephone Surveys. Because of the
current uncertainties regarding the CEC data collection efforts, RER offers this
initiative as an alternative to Initiative V1. Thisinitiative collects tracking data
through on-site surveys of commercia sites and through telephone surveys of

commercial and industrial customers. The measures covered by this initiative are
the same as those covered by Initiative VI.

= Initiative VII: Chiller Manufacturer Data Collection. Thisinitiative entails
the collection of chiller sales for new construction and replace-on-burnout
installations from major chiller manufacturers.

As shown, these initiatives recommend tracking approaches for most of the priority
nonresidential measures, with the exception of packaged refrigeration equipment and non-
HVAC motors.2 InitiativesV and VI recommend collecting data at the end-user level using
on-site surveys and data obtained from building department records for new construction,
and on-site surveys augmented with a telephone survey for retrofit/replace-on-burnout
installations. Because of the rather unique structure of the chiller market, data useful for
efficiency market share tracking can be obtained from major chiller manufacturers.

Defining Penetration Rates for Replace-on-Burnout and Retrofit Measures

Replace-on-Burnout. For energy efficiency measures that take the form of replace-on-
burnout activities (say, purchase of a high-efficiency packages AC unit as a replacement for a
failed unit), the penetration rate is defined as the ratio of replace-on-burnout purchases of
high-efficiency unitsto the total purchases of al units of the equipment. Dueto this
definition, data collection should focus on customers who have replaced the equipment type
in question (e.g., packaged air conditioning). Thisis done by screening for recent purchase
activity (not the purchase of the high efficiency option, but rather the purchase of the
equipment for which the option is available). Note that, due to the need to screen on recent
purchase activity, RER is not recommending the use of the CEC on-sites to track commercial
replace-on-burnout measures.

2 Measures for which tracking recommendations are not provided are discussed in Subsection 10.7.
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Table 10-1: Summary of Recommended Tracking Initiatives for Priority

Nonresidential Measures

Priority Measure

Recommended Primary Tracking Initiative

Nonresidential Windows [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Nonresidential Windows [Retro.]

None recommended (see below).

Packaged Air Conditioning [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Packaged Air Conditioning [ROB]

[11. Distributor Data Collection (see Section 9)

Chillers[NC] VII. Chiller Manufacturer Data Collection
Chillers[ROB] VII. Chiller Manufacturer Data Collection
Non-HVAC Motors None recommended (see below).
Adjustable Speed Drive Fans [NC] V. CEC On-Site Survey/Building Department Data

Va On-Site Survey/ Building Department Data

Adjustable Speed Drive Fans [Retro.]

V1. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

32W T8s w/Electronic Ballasts [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

32W T8s w/Electronic Ballasts [Retro.]

VI. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

Energy Management Systems [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Energy Management Systems [Retro]

V1. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

Packaged Refrigeration Equipment

None recommended (see below).

Adjustable Speed Drive Pumps [NC]

V. CEC On-Site Survey/Building Department Data
Va On-Site Survey/ Building Department Data

Adjustable Speed Drive Pumps [Retro.]

V1. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

Compressed Air System Optimization

VI. CEC On-Site Survey/C&| Telephone Survey
Vla. On-Site Survey/C&| Telephone Surveys

[NC] [Retro.] [ROB] and [Net Acquis.] denote new construction, retrofit, replace-on-burnout, and net

acquisition decision types, respectively.
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Retrofits. For retrofit measures, the penetration rate is defined as the ratio of the number of
retrofits to the number of applications for which the retrofit would be applicable. For retrofit
measures, it is not necessary to screen survey samples for customers who have done anything
in particular. 1t would not be appropriate, for instance, to survey just those customers who
have retrofit lighting systems over some period of time. Doing so would result ina
meaningless and artificially high retrofit rate. (Most customers retrofit lighting systems with
install high efficiency lighting. This does not mean, though, that the penetration rate for high
efficiency lighting is alarge number.) The same is true for the other retrofit measures: EMS,
ASDs and compressor optimization. The bases (the denominators) for calculating
penetration rates for the retrofit measures could be defined as follows:

m  T8sand eectronic ballasts — the total number of 4-foot fluorescent fixtures

m  ASDson fans and pumps — the total number of fans and pumps for which ASDs
would be applicable

m  EMS- thetota number of HVAC systems for which EMS is applicable

m  Compressed air optimization - total number of compressors
Timing
The three recommended initiatives are designed to collect data on a quarterly basis and could
be developed and implemented by the fourth quarter of 1999, thereby producing tracking
data by the first quarter of 2000. Table 10-2 summarizes the timing of the planning and
implementation of each initiative. Note that these estimates rely on reasonable and timely

cooperation from the mgjor players in each of the initiatives. In particular, Initiative VI relies
heavily on the implementation of the CEC residential survey effort.

Table 10-2: Summary of the Timing of the Planning and Implementation the
Recommended Residential Tracking Initiatives

Initiative Planning Implementation

V. CEC On-Site Survey/Bldg. Dept Data | 2™ — 39 Quarter 1999 | 4™ Quarter 1999

VI. CEC On-Site Survey/C&| Telephone 2" _ 39 Quarter 1999 | 4™ Quarter 1999
Survey

VII. Chiller Manufacturer Data Collection 2" _ 39 Quarter 1999 | 4™ Quarter 1999
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Costs

Table 10-3 presents a summary of the costs by initiative for the first and subsequent years.
As shown, the estimated annual budget to develop and implement the three recommended
tracking initiatives is in the range of $761,000 to $1,078,000 for the first year. Development
costs are not incurred in subsequent years, which reduces the annual costs to roughly
$648,000 to $896,000. As shown, estimated costs increase significantly if tracking needs are
not incorporated in the CEC’ s data collection efforts.

Table 10-3: Summary of the Annual Costs for First and Subsequent Years for
Planning and Implementing the Recommended Nonresidential Tracking

Initiatives

Initiative First Year Second Year

V. CEC On-Site Survey/Bldg. $172,000 to $233,000 $136,000 to $180,000
Dept. Data

Va. On-Site Survey/Bldg. Dept. $868,000 to $1,345,000 $832,000 to $1,280,000
Data

V1. CEC On-Site Survey/C&I $499,000 to $695,000 $452,000 to $616,000
Telephone Survey

Vla. On-Ste Survey/C&I| Telephone $810,000 to $1,196,000 $780,000 to $1,140,000
rvey

VII. Chiller Manufacturer Data $90,000 to $150,000 $60,000 to $100,000
Collection

Total Cost with CEC Involvement $761,000 to $1,078,000 $648,000 to $896,000

Total Cost w/out CEC Involvement $1,768,000 to $2,691,000 | $1,672,000 to $2,520,000

10.3 The CEC Commercial On-Site Survey

Initiatives V and VI below rely heavily on the incorporating efficiency market share tracking
needs in the CEC’ s planned commercial on-site survey effort. This subsection provides some
background information, discusses the results of meetings between RER and CEC staff, and
proposes a plan for using the CEC surveys for tracking purposes.

Background

On September 25, 1998, the CEC’'s Demand Analysis Office presented a proposal to the
California Board for Energy Efficiency (CBEE) for co-funding the CEC’s data collection
efforts. Until this year, customer surveys and the Database for Energy-Efficient Resources
(DEER) updates were funded and performed by the utilities through DSM funds. Because
this funding source is no longer available, the CEC sought funding from the CBEE to
supplement funds requested by the CEC in its budget change proposal (BCP). The proposa
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submitted to the CBEE provided background on the CEC data collection efforts and
summarized the budget requirements for continuing the survey implementation and DEER
updates through 2002.

During its September 25 1998 meeting, the CBEE did not commit to fund CEC data
collection for all four years included in the proposal, but agreed to earmark funding for the
first year of the data collection effort in 1999 and return to the issue of future funding after
more experience was gained in designing joint projects.

“ After discussion, the CBEE recommended that the CPUC direct the Interim
Administrators to put $2.1 million in ‘placeholder’ funding in their filings for 1999
only. In addition, the CBEE’s support for funding for these activities will depend
in part on successful resolution of issues such as availability of information
produced from these surveys to market participants, the CBEE and Interim
Administrators, review of the survey questions, etc.”34

On January 13, 1999 the CBEE's technical service consultants (T SCs) presented their
understanding of the use of the $2.1 million:

“... fund DEER,; for remainder, [provide] support for survey activities, with stated
priority for commercial survey amongst the sectors (but not necessarily limited
solely to commercial survey in [the] event [that] some PCG [funds] could result in
higher value by also providing some support for other surveys), but direction was
to shape use of the money as well as possible to meet both CEC and CBEE
information needs.”>

To provide guidance to the CBEE regarding future CEC data collection funding issues, the
TSCs also recommended that the CBEE adopt their understanding of the use of funds as
stated above. As noted in the minutes of the January 13, 1999 CBEE meeting, the CBEE
voted unanimously to award the CEC $2.1 million of MA&E funds for data collection
activities.

“Regarding 111 B, the technical consultants understanding of an earlier Board
recommendation on funding to the CEC for specific load forecasting and energy
efficiency database projects, the Board reaffirmed the summary contained in Item
[11B. The CEC will keep the Board apprised of its efforts to obtain co-funding as
well as make information collected in the surveys more available to the public and

Cdlifornia Board for Energy Efficiency Meeting Minutes, September 25, 1998.

4 The CBEE determined $2.1 million was determined according to priorities for 1999 data collection - $1.75
million for the commercial survey and $0.4 million for DEER database update. These figures were
presented in the CEC' s September 25, 1998 proposal to the CBEE.

5 MAG&E Issues at January 13 CBEE Meeting. Proposed Order of CBEE Decisions and Related TSC
Recommendations, January 13, 1999.
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useful to stakeholders interested in energy efficiency. This motion passed with a
vote of 6-0...”6

The final transfer of funds is dependent upon CPUC authorization of the MA&E budgetsin
the 1999 program budget filings.

CEC Commercial Survey Proposal

The CEC' s proposal to the CBEE identified a commercial survey that shows some promise
as an element of atracking system. Inits September 25" proposal to the CBEE, the CEC
explained that the commercial customer survey would entail conducting roughly 8,000 on-
site surveys. These surveys would be conducted biannually, with data collection and analysis
each taking several months to complete. The cost for the on-site surveys was estimated to be
$4 million, or $500 per survey.” RER’s understanding is that this sample size is not definite
and could vary depending on the per-unit cost.

The CEC' s proposal specified $1.75 million of the $2.1 million to implement the commercial
survey effort in 1999.

Seps Needed to Use the CEC Surveys for Market Share Tracking

The results of RER'’ s meetings with the CEC suggest that the CEC is willing to further
investigate the possibility of incorporating market share tracking into their data collection
effort. RER is particularly interested in the direct use of the commercial survey to collect
customer-level data on efficiencies of recent installations of several priority measures. Some
design changes to the CEC surveys would be necessary to accommodate this need. These
changes relate to the following:

Questionnaire design,

I mplementing surveys on a quarterly basis,
Oversampling new construction sites,

Accelerating the implementation of survey efforts, and
Estimated costs.

Questionnaire Design. The commercial on-site questionnaire would need only minor
changes to accommodate the collection of the appropriate tracking data. Utility instruments
have included a variety of questions on equipment characteristics and recent equipment
purchases, and these would presumably be retained by the CEC. Overall, RER expects that

6 cCadlifornia Board for Energy Efficiency, Minutes for the Meeting of January 13, 1999.
7 This estimate does not include funding for the average equipment energy use follow-up study or the load-
metered sites customer characteristics analysis.
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tailoring the CEC survey instrument for the collection of tracking data would add little to the
length of the instrument or field time.

Although the CEC recognizes the need and is willing to accommodate additional questionsin
the customer surveys, it is necessary to ensure that the survey length remains reasonable.
Furthermore, CEC staff is dedicated to revising the survey instrument to yield more useful
and more accurate data. This will involve not only revising and pretesting the questionnaire
to reduce the number of “don’t know” and “not applicable” responses, for example, but will
also require more thorough training and monitoring of on-site surveyors. The manager of the
commercial survey expressed interest in working with all involved parties in developing a
survey that will be useful to both the CBEE and the CEC purposes.

Implementing Surveys on a Quarterly Basis. The CEC’s proposed plan isto
implement CEC customer surveys on atwo-year cycle. Thisissimilar to the approach
previoudly taken by the utilities to support the Common Forecasting Methodology (CFM)
process. In this plan, surveys were administered during the first year and data analysis was
be conducted during the second year. This cycle has served the CEC forecasting needs well,
but would be disadvantageous for efficiency market share tracking. Given the CBEE’s four-
year outlook (the “trangition period” until 2002), the CEC’ s two-year cycle would produce
only one data point for market shares.

RER proposes that the CEC consider implementing the customer surveys on a quarterly
basis. Thiswill provide an adequate number of data points for market share tracking. The
CEC could then combine the quarterly data to meet its forecasting needs. |mplementing
surveys on a quarterly basis implies the following:

1) Surveyswill need to be conducted statewide on a quarterly basis, which will be
more costly than conducting all surveys at the same time.

2) Thetotal number of completed surveys will not change; rather, they will be
conducted in phases during the two-year period.

3) Conducting the on-site surveys on a quarterly basis could provide advantages
relating to the quality of the fieldwork. A contract for ongoing quarterly data
collection could provide data collection contractors with baseload work for along
period. This might mean that they would be able to hire full-time surveyors for the
contract, which could result in better survey results and more accurate data.

Oversampling New construction. Discussionswith CEC staff suggest that
oversampling new construction sites could be beneficial for the CBEE’ s tracking needs,
insofar as new construction constitutes an important market event. RER is recommending
initiatives for tracking efficiency market shares of new construction, retrofit, and replace-on-
burnout installations, and oversampling new construction sites would make the CEC surveys
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more useful in thisregard. While the CEC staff did not commit to oversampling new
construction, they are very aware that oversampling could have benefits for the development
of marginal EUIs, UECs, and saturations to be used in forecasting.

Acceleration of the Commercial and Residential Surveys. Another issue with
respect to timing is the implementation of the surveys. According to the CEC, it might be
possible to begin commercial survey implementation by the late spring of 1999. While this
would require the acceleration of retaining data collection contractors, it would serve the
purposes of market share tracking well. If data analysis takes place about one month after
the completion of each quarterly round of surveys, initial tracking results could be ready by
early autumn.

Cost. Incorporating market share tracking into the customer survey will invariably increase
the costs of survey administration. First, as mentioned above, statewide coverage on a
quarterly basis will be more costly than conducting all surveys in a specific region at one
time. Second, contract management will likely add to the costs of survey implementation.
RER and the CEC staff are beginning to estimate these costs. |If they are substantial,
additional CBEE funding may be required should this strategy be adopted for tracking.

Logistical Problems

Several logistical problems must be overcome to successfully incorporate tracking needs into
the CEC data collection efforts. These problems relate to confidentiality of data supplied by
utilities and the collected survey data, acquiring sampling frame and billing data from
utilities, CPUC approval of funding, and the CEC contracting mechanism.

Confidentiality. Confidentiality refers to the data supplied by the utilities (billing datain
particular) and collected via customer surveys. Survey datais automatically confidential, but
the confidentiality of the sampling and billing frame data supplied by the utilities is another
issue that will need to be addressed.

Obtaining Sampling Frame and Billing Data from Utilities. The CEC's biggest
concern and obstacle at this point is obtaining a sampling frame and billing data from
utilities, which are necessary for implementation of the customer surveys. Utilities are
hesitant to supply billing frame data to a state public agency, but might be more amenable if
the surveys are used for market share tracking. If the CBEE assists the CEC in thisregard,
the CEC's overall efforts will clearly benefit.

Funding. The CPUC has not yet approved the transfer of $2.1 million to the CEC.
Moreover, the funds are devoted to the commercial survey and DEER updates. As discussed
above, if the residential survey was used to collect data for tracking purposes, it would need
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to be funded somehow in 1999. One option is for the CBEE to allocate additional funds for
this purpose.

CEC Contracting Mechanism. The CEC contracting mechanism is time-consuming and
constitutes a major obstacle for this effort. The latest proposal submitted to the CBEE in
January 1999 provides an indication of the CEC contracting process. In particular, the CEC
estimated that work could begin by June of 1999 at the earliest. One possible solution to this
timing problem is to begin the data collection efforts under an existing contract with the
CEC.

Summary of Advantages and Disadvantages

Accommodating tracking needs with CEC data collection efforts will obviously have some
advantages and disadvantages, as summarized below.

Advantages include the following:
m  Thedata collection infrastructure is aready in place and CEC staff has been using

these surveys since the mid-1970s.

m By oversampling new construction, downstream tracking could allow for
distinction by decision type of installation.

m  CEC customer surveys enable the tracking of other market effects, providing the
surveys are not bogged down with too many questions.

m  Efficiency market share tracking should be along-term commitment (i.e., should
continue beyond CBEE’ s four-year outlook). The CEC is good candidate for
long-term data collection.

m Datacould also be segmented on aregional level—by weather zone, utility area,
county, etc.

m  Thisprocess might motivate utilities to provide CEC with sample frame and
billing data.

Disadvantages include the following:

m  Additional funding would be required in 1999.
m  The CEC s contracting mechanism is slow.

m  The need to convince utilities to provide sampling frame and billing data to the
CEC and confidentiality issues would need to be resolved.

m  The CEC will need to change normal procedure by conducting surveys on a
guarterly basis statewide. This introduces some logistical issues.

m  The political environment might not be amenable to increased role of the CEC
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10.4 Initiative V: Integrating CEC Commercial On-Site Surveys of
Newly Constructed Facilities and Building Department Data

Asindicated in Table 10-1, RER recommends tracking new construction installations of
severa nonresidential measures at the end-user level—through data collected viathe CEC's
planned commercial on-site survey effort and from building department compliance forms.
Surveying the end user and collecting data from building department records is more
favorable than collecting data at other market nodes for several reasons. First, as explained
in Section 4, upstream market actors do not typically track product sales beyond the first
invoice and/or are unable to distinguish sales by decision type.8 Second, end-user-level data
are preferred over data obtained from midstream market actors, such as builders and
contractors. RER anticipates that these sources would not be reliable, long-term sources of
data useful for efficiency tracking. RER’s experience in past studies suggests that these
market actors would be very reluctant to commit time or resources to such research efforts.

This tracking initiative would be the primary source of market tracking for the following four
priority measures installed in the nonresidential new construction sector:

Packaged air conditioning,

Energy management systems,

Windows,

32 watt T8s with electronic ballasts, and

Adjustable speed drive pumps and fans (HVAC and water heating applications).

Thisinitiative can also provide secondary data for motors installed in the commercial sector
and chillers.

Figure 10-1 provides an overview of this tracking initiative. As shown, there are seven key
elementsto the tracking approach:

Survey design,

Conduct on-site surveys,

Obtain building department compliance data,

Building department and on-site survey data overlap,

On-site and building department data calibration and verification,

Market share tracking analyses, and

Nonresidential new construction measure efficiency tracking database updates.

8  One possible exception to this finding is chiller manufacturers. Chiller distribution is typically from the
manufacturer directly to the customer, and most chillers are designed and manufactured for customized
applications. As such, the manufacturer tends to know where the equipment is ultimately installed.
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Figure 10-1: Overview of Initiative V — Tracking Nonresidential New
Construction Installations
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Briefly, thisinitiative entails quarterly data collection from three samples of newly
constructed nonresidential sites. A quarterly sample of 400 on-site surveys will be conducted
using a stratified sample of newly constructed homes. This data will be augmented with the
collection of datafrom at least 1,100 Compliance Certificates (ENV-1, MECH-1, and LTG-1
Forms, at a minimum) from a sample of building departments throughout California. In
addition, for 100 of the 400 on-site surveys, both building department data and on-site survey
data will be collected each quarter. Data from these three samples will verify the accuracy of
the building department data, calibrate the timing of the installation of energy using
equipment in newly constructed buildings, generate useful tracking parameters, and
ultimately populate a measure efficiency tracking database.

The remainder of this recommendation details the data and measure coverage, procedure for
developing the initiative, provides timing and cost estimates, and discusses other issues.

Measure and Data Coverage

On-Site Surveys. Table 10-4 includes measures covered by the on-site survey, whether
this method is the primary or secondary data tracking source, the measures characteristics
that can be collected during the on-site visit, and the corresponding data that would
ultimately need to be used for tracking market shares.® The distinction between the data
collected on-site and the data used for market share tracking isimportant. 1n most cases, the
equipment type and model number are the only observable data that can be collected during
the on-gite visit. These data can ultimately be trandated to useful efficiency and equipment
characteristics by using product directories, publicly available product databases, or
manufacturer-specific publications.

Building Department Data. The source of the building department data are ENV-1.
MECH-1 and LTG-1 forms are used to record the planned installations of energy-using
equipment in the nonresidential new construction sector.l® Table 10-5 includes the measures
covered by these forms, whether thisinitiative is the primary or secondary data source, and
the characteristics of the measures that can be used for tracking market shares. Note that,
unlike the on-site survey data, most data collected from the building department compliance
forms are already in aform useful for efficiency tracking.

9 A designation of a primary source indicates that the on-sites will provide the primary data used to track
market shares. A secondary designation indicates that this data will be either supplemental to other
initiatives or used to cross-check data from other sources.

10 ENV-1, MECH-1, and LTG-1 are the required forms. Other formsthat could be available include ENV-2 to
ENV-5, MECH-2 to MECH-3, and LTG-2 to LTG-5. These supplemental forms could provide additional
useful information on the building envelope, lighting, and mechanical equipment characteristics. Copies of
the forms are included in Appendix 1.
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In addition to the data for the high priority measures presented above, data on purchasing and
decision-making practices relating to energy-using equipment, and end user characteristics
can also be collected during the on-site surveys. Detailed data on non-priority measures can
be collected from both the on-site surveys and from building department data.

Table 10-4: Measures and Measure Characteristics Covered by On-Site

Surveys
Source

M easure Type Data Collected On-Site Tracking Data

Packaged Air Conditioning Primary Manufacturer and model Fuel type, system type, EER/
number, size, heating and SEER, HSPF or COP, and
cooling capacities, fan HP, size
fuel type, and system type

Energy Management Systems Primary Manufacturer, control Control functions, area
functions, area covered, and covered, and systems
systems controlled controlled

32 watt T8swith Electronic Primary Lamp type, fixture counts, Fixture counts, lamps per

Ballasts Lamps per fixture, ballast fixture, ballast counts,
type, lamps per ballast percent (area or counts) of

applicable lighting with 32
watt T8s with electronic
ballasts.

ASD Pumps and Fans Primary Manufacturer, characteristics | Motor controls, relevant

(HVAC and water heating of all motors (see motors) — characteristics of motors

applications) motor control type. (load type, HP, efficiency,

etc)

Motors Secondary | Manufacturer, model number, | HP, efficiency, component
HP, component type (pumps, | type, process, and control
fans, air compressors, other), | type
process (HVAC, industrial
process, etc.), control type
(throttle valve, ASD, inlet
vane etc.), efficiency, load
type (constant variable,
intermittent)

Windows Secondary | Glasstype, number of panes, | Glasstype, number of panes,
area, frametype, and tinting. | area, frame type, and tinting.

Chillers Secondary | Manufacturer and model Manufacturer and model

number, system type, cooling
capacities, efficiency (kW/ton
or COP), and fuel type

number, system type, cooling
capacities, efficiency, and
fuel type

Recommendations for Tracking Nonresidential Measures
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Table 10-5: Measures and Measure Characteristics Covered by Building
Department Data

Source
M easure Type Data Available from Building Department CF-6R Forms
Packaged Air Conditioning Primary Manufacturer and model number, heating equipment type,
cooling equipment type, efficiency and size
Energy Management Systems Primary Temperature control type, lighting control type, economizer
32 watt T8swith Electronic Primary Lamp type, number of lamps, watts per lamp, ballast type, and
Ballasts number of lamps per ballast
Windows Primary Number of panes, U-value, frame type, glazing type
ASD Pumps and Fans (HVAC Secondary | Only HVAC-related (fans) HP, efficiency, number of fans,
and water heating applications) control type, load type
Motors Secondary | Only HVAC-related (fans) HP, efficiency, number of fans,
control type, load type
Chillers Secondary | Manufacturer and model number, system type, size, efficiency

*  Since Title 24 compliance is directed at HVAC energy use, motor information is only available for HVAC
fans.

Development

Development of this method entails 1) the integration of questions relating to collecting data
useful for tracking the high priority measures and the CEC commercial on-site survey effort,
2) the collection of building department compliance forms, and 3) construction of a
nonresidential new construction efficiency market share tracking database. Each of these
components is discussed below.

Integration of Market Share Tracking Data Reguirement into the CEC Commercial (New
construction) On-Ste Surveys

The integration of the market share tracking needs into the CEC commercial survey effort
involves the following major issues:

m  Oversampling of new construction, and
m  Integration of market tracking questionsinto the on-site questionnaire design.

Additional issues were detailed above in Subsection 10.3.

Oversampling New construction. Asdiscussed above, assuming that the frequency of
the CEC commercial survey effort can be changed to accommodate quarterly tracking and
that the proposed sample size remains the same, roughly 1,000 on-site surveys will be
completed each quarter. A stratified random sample of 1,000 completed surveys would not
be expected to include a sufficient number of newly constructed facilities to support tracking
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of high priority measures with any reasonable precision.’ To mitigate thisissue, the CEC
sample design will need to oversample new construction sites. It is anticipated that the CEC
survey database will rely heavily on sample frame data received from individual utilities.
RER’s past experience reveals that it is difficult for the utilities to identify new construction
customers, asthisdatais not typically included on their billing frame. Further, the CEC's
biggest concern and obstacle to developing their customer survey effort is obtaining sample
frame and billing data from utilities, which are necessary for implementation of the CEC's
customer surveys.12 Having noted these issues, data from commercial companies, trade
associations, and tax assessor records can be used provide sufficient datato develop a
population and sampling frame.

The new construction on-site survey data will be used primarily to calibrate and cross-check
building department data, with the exception of motors and ASD pumps and fans. RER
recommends a completed sample size of 400 on-site surveys of newly constructed facilities
per quarter. This sample size would support the estimation of 1) the proportion of facilities
with T8s and electronic ballasts (assumed to be 40%), within £10% relative error, with 90%
confidence;13 and 2) the average efficiency above some base level (presumably the standard)
for HVAC fan motors with the same precision.1 The completed sample would need to be
considerably larger if the on-sites were the primary tracking method for low saturation
priority measures, such as high efficiency packaged air conditioners. These priority
measures are accounted for in the relatively large sample sizes obtainable from the building
departments.

Integration of Market Tracking Questions into the On-Site Questionnaire
Design. The on-site questionnaire design will be critical for the success of the tracking
effort. The survey should involve two phases. an interview with the building owner or
facilities manager (or other relevant energy decision maker) and a thorough walk-through
inspection of the relevant measures. RER recommends that the CEC on-site survey

11 sample stratification is also an important sample design consideration. Stratification of the sample by
building type and climate zone would allow for the examination of market share trends by these
dtratification variables. Thiswould be particularly important for weather sensitive measures.

12 Utilities are hesitant to supply billing frame data to a state public agency, but might be more amenable if the
surveys are used for market share tracking.

13 These estimates are based on a recently completed survey of the California commercial new construction
market.

14 This assumes a coefficient of variation of one and that 80% of new buildings have HVAC fan motors
installed. RER looked into air conditioning efficiency level data collected for two recently completed new
construction project in California— SDG& E’'s Commercial New Construction Program and PG& E’s CEUS
study, in particular. The coefficient of variation from those data ranged from 0.7 to 0.8 for an estimate of
the average efficiency level above standard. Insofar as this study included a number of other measures, we
decided to use a dightly more conservative estimate of 1.0.
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guestionnaire be thoroughly reviewed to ensure that questions designed to collect the data
required to develop the market tracking database (e.g., the equipment characteristics outlined
in Table 10-4) areincluded. Further, if possible, the questionnaire should include questions
on self-reported attitudes of building owners or facilities managers.

Collecting Building Department Data

This recommended tracking initiative requires that at least 1,100 setsof ENV, LTG, and
MECH forms be collected from a sample of building departments every quarter.1> Obtaining
this information from building departments will require the cooperation of a significant
sample of building departments in allowing on-site collection of the compliance forms and/or
in copying and sending the data to a central clearinghouse.16

As discussed in Section 9, RER conducted an informal survey of 23 building departments
throughout California. Roughly 59% of the surveyed building departments would, with some
encouragement, be willing to assist in the collection of nonresidential compliance forms.
Given that financial incentives could be offered to pay for internal building department staff
time to fulfill requests, it is anticipated that a statistically significant sample of compliance
forms can be collected for the purposes of efficiency market share tracking.

As mentioned above, data from both an on-site survey and from building department data
will be collected for at least 100 of the 350 on-site surveyed sites. Information from building
departments will be gathered and used to develop contacts for the on-site surveys.

Construction of the Nonresidential New Construction Efficiency Market Share Tracking
Database

Data collected through on-site surveys and from building department compliance forms must
be recoded to construct an efficiency market share tracking database. Several important
issues regarding the development of the tracking database include data entry, recoding data

15 Requiring at least 1,100 forms would support the estimation of the percentage of covered priority measures
that are considered to be high efficiency or the percentage of equipment with add-ons, such as ASDs. For
example, if it is assumed that 20% of newly constructed facilities install EM S, a sample size of roughly
1,100 would be required to support an estimate of £10% with 90% confidence. We could also consider
estimating the average efficiency level above the standard for packaged air conditioning equipment. Using a
coefficient variation of one, this would require a sample size of about 280. Assuming about 30% of newly
constructed homes have packaged air conditioning, 1,100 would provide a sample size large enough to
produce reliable estimates of average efficiencies.

16 |n RER' s Residential Market Effects Study, collection of compliance forms was accomplished using both
on-site data collection and by Building Departments copying and sending compliance forms directly to
RER.
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into useful tracking parameters, sample weighting, calibrating timing between purchases and
actual installations, and estimating window efficiency parameters.

Data Entry Database Format. Dataentry will be amgjor portion of the work effort
every quarter. Datafrom the on-site surveys and building departments will be collected in
hard copy format that will need to be entered into an electronic database. RER recommends
a conventional database format, such as Excel or Access.

Recoding Collected On-Site Data into Useful Market Share Tracking
Parameters. An efficient methodology must be developed to trandate the data collected
on-site into useful tracking data. In general, the on-site survey will be used to obtain
equipment types and model numbers, which then must be translated into efficiency and size
data. Typically, this can be accomplished by using manufacturer product literature and
product availability databases and should be done during the post processing of the data.

Translating Building Department Data into Useful Market Tracking Parameters.
The ENV-1, LTG-1, and MECH-1 forms exist in hard copy format only. Further, these
forms are typically attached or photocopied onto site plans. With the exception of windows,
the measure characteristics data reported on the compliance certificates can be directly used
for tracking. That is, actual equipment size and efficiency data are recorded on these forms.
The window data are by individual window and will need to be size-weighted to get average
U-values for each building.

Weighting the Samples. Considerable care will need to taken to correctly post-weight
the on-site and building department data to reflect the population of commercial new
construction in California.

Calibrating Timing of Installation. The data collected in the tracking database will be
used to infer the extent of market transformation attributable to programs targeting the
priority measures. A critical part of this effort isto ensure the comparison of tracking
parameters for equipment purchased in the same period. Thisisan issuein the new
construction sector, where there can be considerable time lags between the time equipment is
purchased and when the building is first occupied. Both on-site and building department data
will be collected from at least 100 buildings. These sites will be used to reconcile installation
dates across samples.

Leveraging Window Data. Detailed data on window U-values can be obtained from the
ENV-1 building department forms. The on-site data are less likely to have detailed data on

window U-values, as these data are not observable after installation. However, both sources
can provide frame type and number of panes. RER recommends exploring the possibility of
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leveraging the U-value data from the building department data to on-site data using the frame
type and number of panes.

Timing and Schedule

There are a number of issues relating to the timing and scheduling of thisinitiative. The
major issue is the timing of the CEC commercial survey effort. Preliminary indications from
the CEC are that this effort can begin as early as the second quarter of 1999, but is more
likely to spill over into the third quarter of 1999. Once this process begins, the timing of the
tracking survey implementation will depend on the time necessary to develop the survey
design and implement the initial on-site surveys. Other timing issues include time needed to
foster relationships with the building departments to facilitate collection of the compliance
forms, the time necessary to collect the compliance forms, development of the tracking
databases, and the on-going operation of the tracking system. Table 10-6 presents a
summary of the timing and a recommended schedule for implementing this tracking
initiative.

As presented in Table 10-6, once the initial tracking system is operational, the scheduling of
quarterly updates will need to be closely monitored. RER anticipates that, in coordination
with the CEC project managers, sample design updates will need to be done during the on-
site data collection of the prior quarter. On the other hand, once relationships with the
building departments are established, most data could be forwarded and/or collected on-site
in atimely manner, requiring relatively little field work from the tracking system operator.

Table 10-6: Summary of Timing and Scheduling of Intiative V

Task Timing Scheduling

Survey Design 6-8 Weeks | 3" Quarter 1999

Initial On-Site Surveys 8-12 Weeks | 4™ Quarter 1999

Initial Building Department Contacts 6-8 Weeks | 3" Quarter 1999

Initial Building Department Data Collection 4-8 Weeks | 3" Quarter 1999

Initial Tracking Database Development 3-5Weeks | 3 Quarter 1999

On-Going Sample Design Update 2-3Weeks | Quarterly from 4™ Quarter 1999
Quarterly On-Site Surveys 8-10 Weeks | Quarterly from 1% Quarter 2000
Quarterly Building Department Data Collection 4-6 Weeks | Quarterly from 1% Quarter 2000
Update Tracking Database 3-5Weeks | Quarterly from 1% Quarter 1999
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Cost Estimates

Table 10-7 presents a summary of the estimated costs by task to develop and operate this
tracking initiative.1” Note that the costs associated with the on-site survey effort are
estimated costs to integrate the tracking effort with the CEC commercial survey project. In
particular, these costs do not include the costs for conducting the on-sites, the initial survey
design, and questionnaire design. These costs are assumed to be incurred by the CEC
commercial survey effort. However, some coordination and review time costs are budgeted.
In addition, the time needed for collecting building department data is greater for this
commercial initiative than for the residential initiatives. Thisis due primarily to the format
of the compliance data as opposed to the verification data. Again, the compliance data exist
as hard copy data usually attached to building plans. This will require substantial field time
to collect the data. RER anticipates that this process will be streamlined as the cooperation
of building departments increases.

Ranges of costs are provided as a guideline; the final budgets would depend on the features
adopted for the final tracking system and cooperation from involved parties.

17 The cost estimates presented here were derived after the analysis presented in Section 8 was conducted. The
cost scores included in Section 8 represent RER' sfist estimate of costs that were derived for the purposes of
comparing alternative tracking methods. Detailed budgets were not formulated until the recommended
tracking methods were identified. In retrospect, these detailed cost estimates may differ dightly from the
scores for the cost criteria presented in Section 8.
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Table 10-7: Summary of Costs of Initiative V, by Major Task

Task Estimated Cost
Development and First Quarter:
Survey Design Review and Coordination with CEC $5,000 - $8,000
Initial Coordination of On-Site Survey with CEC $15,000 - $20,000
Building Dept. Contacts and Development $15,000 - $25,000
Initial Building Department Data Collection $20,000 - $25,000
Tracking Database Development $15,000 - $20,000
Subsequent Quarters:
Quarterly Sample Design Update $3,000 - $5,000
Quarterly Coordination of On-Site Surveys with CEC $3,000 -$5,000
Quarterly Building Department Data Collection $20,000 - $25,000
Quarterly Tracking Database Update $8,000-$10,000
First Year Cost $172,000 - $233,000
Subsequent Year Cost $136,000 - $180,000
Fixed Costs $36,000 - $53,000

As shown in Table 10-7, the cost to implement the system in the first year of operation is
roughly $172,000 to $323,000. Costsin subsequent years would drop dlightly to the range of
$136,000 to $180,000. These costs could be lowered, but at the cost of data quality and/or
measure coverage. Some suggestions for decreasing the budget include the following:

Collecting Only On-Site Data. Thiswould lower the cost marginally if only
the CEC commercial on-site surveys are used. The trade off isalack of coverage
in window U-values, and a considerable decrease in sample sizes for other
covered measures. Further, insofar as thisis an integrated system, the ability to
calibrate the timing of equipment installations and the option of leveraging the
window U-value data from the building department data to the on-site sample
would be lost.

Collecting Only Building Department Data. Thiswould be a streamlined
approach covering only three priority measures. The cost of a system relying
solely on building department compliance data would be roughly $125,000 to
$150,000 annually.1® Thisis not a recommended approach.

Coordination of Data Collection from Building Departments with the
Residential Tracking Initiative I. If Initiative | of the residential tracking
initiatives is adopted, there can be some economies with respect to the cost
incurred to develop the building department contacts and the collection of data.

18 A detailed description of the use of other building department data is provided in the Section 5.

10-22

Recommendations for Tracking Nonresidential Measures



Efficiency Market Share Needs Assessment and Feasibility Scoping Sudy

The significance of these savings depends on the amount of cooperation and the
record keeping practices of each building department. However, the costs for each
individual initiative do not include economies across initiatives. Conservatively,
the savings could be $30,000 to $50,000 per year. At the very least, these efforts
should be coordinated between the residential and nonresidential tracking system
managers.

Other Issues

Timely versus Retrospective View of Data. Thetiming of purchases in the new
construction market is an issue when implementing this initiative. Asexplained earlier, some
measures might have been purchased by the builder up to a year in advance of the building
tenants moving into the facility. These timing issues are accounted for during the calibration
portion of the tracking analyses. However, the result isthat data collected in any quarter may
not reflect purchases of equipment in that quarter. The result could be adjustments to prior
guarters shares, thereby resulting in a tracking method that will provide accurate data when
viewed retrospectively, but may be less representative of the most recent quarter.

Expanding the Role of Building Departments. RER’s informal survey of building
departments indicated their willingness to support tracking efforts. RER recommends that
this relationship be explored to encourage as many building departments as possible to
participate in data collection for efficiency market share tracking efforts. Future
recommendations by the CEC for Title 24 revisions are not due until the year 2001. At that
time, it should be recommended that building departments 1) collect installation verification
forms similar to the CF-6R formin the residential sector, or 2) file copies of the compliance
forms separate from the building plans. A statewide system to collect these data should then
be developed.
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10.5 Initiative Va: Integrating On-Site Commercial Surveys and
Building Department Data

Because of the current uncertainties regarding the CEC data collection efforts, thisinitiative
is offered as an dternative to Initiative V. Thisinitiative integrates data from on-site surveys
in the commercial new construction sector with data from building department compliance
records, and would be the primary source of market tracking for the following five priority
measures installed in the nonresidential new construction sector:

Packaged air conditioning,

Energy management systems,

Windows,

32 watt T8s with electronic ballasts, and

Adjustable speed drive pumps and fans (HVAC and water heating applications).

Thisinitiative can also provide secondary data for motors installed in the commercial sector,
ASD pumps and fans, and chillers.

In the absence of a CEC commercial on-site survey effort, RER still recommends that data be
collected through on-site surveys of newly constructed commercial buildings and from
building department records. The development, timing and scheduling of thisinitiative is
essentially identical to the procedure explained above for Initiative V and will not be
repeated here.

Cost Estimates

Table 10-8 presents a summary of the estimated costs by task to develop and operate this
tracking initiative.1® Note that the costs associated with the on-site survey effort are
significantly higher than those estimated for Initiative V above. This cost increase is due to
funding the on-site surveys directly from the market-tracking budget. Ranges of costs are
provided as a guideline; the final budgets would depend on the features adopted for the fina
tracking system and cooperation from involved parties.

As shown in Table 10-8, the cost to implement Initiative Vain the first year of operation is
roughly $868,000 to $1,345,000. Costs in subsequent years would drop slightly to the range
of $832,000 to $1,280,000. Aswith the other initiatives, these estimated costs could be
lowered, but at the cost of data quality and/or measure coverage.

19 The cost estimates presented here were derived after the analysis presented in Section 8 was conducted. The
cost scores included in Section 8 represent RER' sfist estimate of costs that were derived for the purposes of
comparing alternative tracking methods. Detailed budgets were not formulated until the recommended
tracking methods were identified. In retrospect, these detailed cost estimates may differ dightly from the
scores for the cost criteria presented in Section 8.
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Table 10-8: Summary of Costs of Initiative Va, by Major Task

Task

Estimated Cost

Development and First Quarter:

Survey and Sample Design

$25,000 — $30,000

Initial On-Site Surveys

$175,000 - $280,000

Building Dept. Contacts and Development

$15,000 - $25,000

Initial Building Department Data Collection

$20,000 - $25,000

Tracking Database Development

$15,000 - $20,000

Subsequent Quarters:

Quarterly Sample Design Update

$3,000 - $5,000

Quarterly On-Site Surveys

$175,000 - $280,000

Quarterly Building Department Data Collection

$20,000 - $25,000

Quarterly Tracking Database Update

$8,000-$10,000

First Year Cost

$868,000 — $1,345,000

Subsequent Year Cost

$832,000 — $1,280,000

Fixed/Development Costs

$36,000 - $65,000

Cost estimates for on-site surveys are based upon $500 to $800 per on-site.
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10.6 Initiative VI: Integrating CEC On-Site Commercial Surveys
and a Commercial/Industrial Telephone Survey

Overview

Asindicated in Table 10-1, RER recommends tracking the retrofits of several nonresidential
measures at the customer level. Thisinitiative would be the primary data source for the
following purchases:

Energy management systems,

32 watt T8s with electronic ballasts,

Adjustable speed drive pumps and fans (HVAC applications), and
Compressed air optimization.

Thisinitiative can also provide secondary data for motors, packaged air conditioning, and
chillers.

Figure 10-2 provides an overview of the five key elements to this tracking initiative:

Integrate tracking efforts with CEC commercial on-site surveys,

Conduct atelephone survey of commercial sitesto augment tracking sample,2°
Conduct telephone survey of industrial sites,?

Conduct market share tracking analyses, and

Update measure efficiency market share tracking database.

This tracking initiative uses the CEC commercial survey to collect tracking data wherever
possible. However, as will be explained in detail below, the CEC survey does not cover the
industrial sector and the proposed sample sizes will not be sufficient to support a statistical
analysis of market shares.22 To mitigate these shortcomings, RER recommends a telephone
survey to 1) augment commercial on-sites, and 2) collect data on measures installed in the
industrial sector.

20 One option is to conduct the survey during the recruitment of customers for the on-site survey. Based ona
response rate of 30%, the CEC can expect to speak with roughly 3,000 commercial customers during the
recruitment process. The drawback to this approach isthat it could affect the response rate of the on-site
survey.

21 Aswill be explained below, this can be viewed as an optional task based on the impact on market
transformation programs in this sector for high efficiency lighting, HVAC EMS, and ASDs on HVAC fans
and pumps.

22 Assuming the CEC is amenable to conducting the survey quarterly, and that the existing proposed sample
size would be spread evenly across quarters, this would result in a sample of 1,000 on-sites per quarter.
Further, if the nonresidential Initiative V is adopted and 400 new construction sites are sampled, the sample
size for existing buildings would be 600.
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The following features of this recommended initiative are discussed below:

Data and measure coverage,
Initiative development,
Timing and scheduling,
Estimated costs, and

Other issues.

Figure 10-2: Overview of Initiative VI — Tracking Nonresidential Retrofits

CEC Commercial Commercial

On-Site Survey Telephone Survey Industrial
(“Existing” Buildings) (Augment CEC On-Site Survey) Telephone Survey

600 per Quarter 1,600 per Quarter 2,200 per Quarter

Data on ROB & Net Acquisitions: Data on ROB & Net Acquisitions: Data on ROB & Net Acquisitions:
- EMS - EMS - EMS
— T8s & Electronic Ballasts —T8s & Electronic Ballasts —T8s & Electronic Ballasts
— ASD Pumps & Fans —ASD Pumps & Fans —ASD Pumps & Fans
— Compressed Air
Optimization

Industrial ROB
and Net
Acquisitions

Commercial
ROB and Net
Acquisitions

Nonresidential Market Tracking
Database
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Measure and Data Coverage

Thisinitiative integrates CEC on-site surveys and a telephone survey of commercial and
industrial sitesto collect data for tracking replace-on-burnout, net acquisition, and retrofit
installation. The measure and data covered for these two methods are discussed below.

CEC Commercial On-Ste Survey

Table 10-9 includes the measures covered by this initiative, whether it is the primary or
secondary source for tracking data, the characteristics of the measures that can be collected
during the on-site visit, and the characteristics of the measures that would ultimately be used
for tracking market shares. The distinction between the data collected on-site and the data
used for market tracking isimportant. 1n most cases, the equipment type and model number
are the only observable data that can be collected during the on-site visit. These data will
ultimately be trandlated into useful efficiency and equipment characteristics by using product
directories or other manufacturer-specific publications, or databases of available products.

Because this initiative focuses on retrofit and replace-on-burnout installations, the data
obtained for tracking should pertain only to replacements or retrofits made during the
reporting period (e.g., the past six months). Furthermore, asindicated in Table 10-9, in order
to estimate penetrations of retrofits or installations of add-on measures—ASDs and EMS, in
particular—the collected data should reflect the percentage of feasible applications that were
recently retrofitted or to which a measure was installed (for example, the percentage of ASDs
that were installed on only those motors that did not have them six months ago).

In addition to the specific data for the high priority measures presented above, data on
purchasing and decision-making practices relating to energy-using equipment, detailed data
on competing measures, and end user characteristics can also be collected during the on-site
visits. Further, other priority measures could also be included in this system, athough the
data collected for these measures would be secondary.
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Table 10-9: Measures and Measure Characteristics of Recent Purchases
Covered by the On-Site Surveys

Data of Recent Purchases of

Source | Measures Collected During

M easure Type the Interview Tracking Data

Energy Management Systems Primary Control functions, area Control functions, area
covered, and systems covered, and systems
controlled with recently controlled with recently
purchased purchased
controlling/monitoring controlling/monitoring
equipment for all feasible equipment for all feasible
applications. applications.

32 watt T8swith Electronic Primary Lamp type, fixture counts, Percent (area or counts) of

Ballasts lamps per fixture, ballast feasible applications that
type, lamps per ballast of were retrofitted with 32 watt
recent lighting retrofits. T8s with electronic ballasts of

sitesthat have recently
retrofitted lighting
equipment.

ASD Pumps and Fans (HVAC) Primary Percent of HVAC fans and Percent of HVAC fans and
pumps controlled by ASDs of | pumps controlled by ASDs of
sitesthat have recently sitesthat have recently
retrofitted HVAC retrofitted HVAC
system/equipment for all system/equipment for all
feasible applications. feasible applications.

Packaged Air Conditioning Secondary | Manufacturer and model Fuel type, system type, EER,
number, size, heating and SEER, HSPF or COP and
cooling capacities, fan HP, Size of recent purchases.
fuel type, and system type of
recent purchases.

Motors Secondary | Manufacturer, model number, | HP, efficiency, component
HP, component type (pumps, | type, process and control type
fans, air compressors, other), | of recent purchases.
process (HVAC, industrial
process, etc.), control type
(throttle valve, ASD, inlet
vane etc.), efficiency, load
type (constant variable,
intermittent) of recent
purchases.

Chillers Secondary | Manufacturer and model Manufacturer and model

number, system type, cooling
capacities, efficiency (kW/ton
or COP), and fud type of
recent purchases.

number, system type, cooling
capacities, efficiency, and
fuel type of recent purchases.
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Commercial and Industrial Telephone Surveys

Table 10-10 presents the measures and data covered by the commercial and industrial
telephone interviews. In order to collect the types of datarequired for measure tracking
during the telephone interview, it isimperative that the correct respondent be identified. This
individual needs to be knowledgeable about recently purchased equipment/retrofit activities
at the site, such as the building or facility manager, purchasing officer, or building owner.
Obtaining this type of detailed, technical information via a telephone survey could be
problematic. However, recent experiences in the commercial sector indicate that obtaining
thisinformation is possible if extra effort is taken to ensure that the most knowledgeable
person at a site isinterviewed. Furthermore, individuals are more likely to remember details
about recent purchases than of transactions that had occurred further in the past.

In addition to the data for the high priority measures presented in Table 10-1, information on
purchasing and decision-making practices relating to energy-using equipment, detailed data
on competing measures, and demographic characteristics can aso be collected during the
telephone interview.

Development

Development of this method requires 1) determining the required sample sizes, 2) integrating
tracking needs into the CEC commercial on-site data collection effort, 3) designing and
implementing the commercial and industrial telephone surveys, and 4) constructing the
nonresidential measure efficiency tracking database covering replace-on-burnout and net
acquisitions for the covered measures. Each of these components is discussed below.

Sample Szes

The sample sizes for retrofit installations need to support the estimation of tracking
parameters for the relevant priority measures. For EMS, HVAC ASD pumps and fans, 32
watt T8s with electronic ballasts, and compressed air optimization, this entails the estimation
of the percent of feasible applications that have been retrofitted within the last period. A six-
month window for recent purchases is used in order to lower the required quarterly sample
sizes and is an approach similar to the approach used in Initiative 11.23

23 The main feature of this approach isthat it allows for lower completed sample sizes pr quarter, but requires
alag time of one quarter before the required sample targets are met (see Initiative 11, Section 9).
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Table 10-10: Measures and Measure Characteristics of Recent Purchases
Covered by the Commercial and Industrial Surveys

Data of Recent Purchases of
M easures Collected During the

M easure Source Type I nterview Tracking Data
Energy Management | Primary Control functions, area covered, | Control functions, area covered,
Systems and systems controlled with and systems controlled with
recently purchased recently purchased
controlling/monitoring controlling/monitoring
equipment for all feasible equipment for all feasible
applications. applications.
32 watt T8swith Primary Percent (area or counts) of Percent (area or counts) of
Electronic Ballasts feasible applications that were feasible applications that were
retrofitted with 32 watt T8swith | retrofitted with 32 watt T8s with
electronic ballasts of sites that electronic ballasts of sites that
have recently retrofitted lighting | have recently retrofitted lighting
equipment. equipment.
ASD Pumps and Fans | Primary Percent of HVAC fans and Percent of HVAC fans and
(HVAC applications) pumps controlled by ASDs of pumps controlled by ASDs of
sitesthat have recently sitesthat have recently
retrofitted HVAC retrofitted HVAC
system/equipment for all feasible | system/equipment for all feasible
applications. applications.
Compressed Air Primary Maintenance procedures for Maintenance procedures for
Optimization maintaining optimal maintaining optimal
performance of compressed air performance of compressed air
system and for reducing air system and for reducing air
compressor lesks. compressor lesks.
Packaged Air Secondary Manufacturer and model Fuel type, system type, EER,
Conditioning number, fuel type, and system SEER, HSPF or COP and size of
type of recent purchases recent purchases
Motors Secondary Manufacturer, model humber, HP, efficiency, component type,
HP, component type (pumps, Process and control type of
fans, air compressors, other), recent purchases.
process (HVAC, industrial
process, etc.), control type
(throttle valve, ASD, inlet vane
etc.), load type (constant
variable, intermittent) of recent
purchases.
Chillers Secondary Manufacturer and model Manufacturer and model

number, system type, efficiency
(kW/ton or COP), and fuel type
of recent purchases.

number, system type, cooling
capacities, efficiency, and fuel
type of recent purchases.
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In order to develop suggested sample sizes, it is assumed that the annual penetration rates for
all of these measures are at least 6%. Table 10-11 presents the required sample sizes for
various precision levels. RER recommends a sample size of 2,200, which will support a
precision level of £20% relative error with 90% confidence to estimate a semiannual
penetration rate of 3%.2425 Of course, higher degrees of precision can be achieved; the major
trade off would be increased survey and administration costs.

Table 10-11: Sample Sizes for Required Relative Precision Levels (Assuming
3% Semiannual Penetration)

Precision L evel
Confidence L evel Relative Error Required Sample Size
95% 10% 12,400
90% 10% 8,700
90% 20% 2,200
80% 10% 5,300
80% 20% 1,330

Packaged air conditioning and chillers were also considered as candidates for tracking using
this method. However, asin the residential sector, this would require a sample design that
presents a significant problem with required sample sizes. Specifically, for packaged air
conditioning, assuming a lifetime of 15 years, a saturation of 40%, and a response rate of
50% in order to obtain a sample size of 250 sites that have replaced a packaged air
conditioner in the last six months would require almost 37,000 calls. Thisisnot a
recommended approach. In particular, it isrecommended that 1) only secondary information
on these measures is collected using this initiative, 2) that packaged air conditioners are
covered under residential Initiative 111 (Distributor Data Collection), and 3) chillers are
covered under nonresidential Initiative 11.

Integration of Market Share Tracking Needs into the CEC Commercial On-Site Surveys

Integration of the market share tracking needs into the CEC commercial survey effort
involves the following major issues:

24 To the extent that valid sample sizes are required by sector, this would require a completed sample of 2,200
commercial and 2,200 industrial surveys.

25 RER attempted to recommend sample sizes required for achieving a precision level of £10% relative error
with 90% confidence. However, in some instances the sample sizes required for this standard precision
level would be prohibitively high. For example, as shown in Table 10-11, a sample size of 8,700 would be
required to estimate market shares with this precision. In this case, RER recommends smaller sample sizes
that would result in less precision.
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s Coordinating with the CEC on-site survey on sample design, (e.g., required sample
sizes and stratification), and

m Integration of market tracking questions into the on-site questionnaire design.

Sample Design Issues. Asdiscussed above, assuming the frequency of the CEC
commercial survey effort can be changed to accommodate quarterly tracking and that the
proposed sample size remains the same, roughly 600 on-site surveys will be completed each
quarter. Coordination issues between the CEC survey planning team and the market tracking
team should include discussion on sample design, stratification variables, and development
of contact lists including customer names and telephone numbers.

Integration of Market Tracking Questions into the On-Site Questionnaire
Design. The on-site questionnaire design will be critical for the success of the tracking
effort. The survey should involve two phases. 1) an in-person interviews with a building
owner or facilities manager and 2) a thorough walk-through inspection of the relevant
measures. RER recommends that the CEC on-site survey questionnaire be thoroughly
reviewed to ensure that questions designed to collect the necessary data for developing the
market tracking database (e.g., the equipment characteristics outlined in Table 10-4) are
included. They key element critical to tracking is to identify sites that have recently
retrofitted one or more of the measures targeted for tracking with thisinitiative. Further, the
guestionnaire should include questions on self-reported attitudes, decision-making practices,
and other relevant information from building owners or facilities managers.

Augmenting the CEC On-Site Surveys with Commercial Sector Telephone Survey

The commercial on-site survey will need to be augmented with a telephone survey to reach
the desired completed sample sizes. Based upon the required sample sizes presented above, a
telephone survey of an additional 1,600 commercial sites will be required.26 Development of
this telephone survey should be arelatively straightforward process. In particular, RER
recommends the following:

1) The sample design should be completed in conjunction with the on-site survey
design. Thiswill ensure consistency in stratification approach, and will use the
same customer frame.

2) The sample should include a question to screen for new construction.

3) Thesurvey instrument must be closely related to the on-site survey. If possible,
the tracking gquestions should be the same allowing for the change from on-site to
telephone protocol.

26 Thisis equal to the difference between the suggested required sample size of 2,200 and the 600 CEC on-site
surveys of existing buildings.
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4) A standard telephone survey protocol should be used.

5) A computer assisted data entry system should be used to ensure data entry and
quality control.

Telephone Survey of the Industrial Sector

The replace-on-burnout and retrofit decision type in the commercial sector should be well
covered by the CEC on-site and telephone surveys. However, one can argue that sampling
only from the commercia sector might not be representative of the nonresidential sector for
some of the high priority measures. In particular, HYAC EMS, ASD HVAC fans and
pumps, and high efficiency lighting opportunities exist in both the commercial and industrial
sectors. Furthermore, compressed air optimization is one priority measure found almost
exclusively in the industrial sector. Because market transformation programs will target the
industrial sector and it if it is assumed that practices differ across these sectors, RER
recommends a telephone survey of industrial sites.

In particular, RER recommends that a quarterly telephone survey of 2,200 completed
industrial sites be conducted for tracking replace-on-burnout and retrofits of priority
measures in the industrial sector.2’” Development of the telephone survey should be a
relatively straightforward process. In particular, RER recommends the following:

1) Useasample design that is stratified by two-digit SIC code.

2) Where possible, utilize the contacts made by the CEC commercial on-site project
team to gather industrial contacts from utility sources.

4) A question to screen for new construction should be included in the survey.
5) A standard telephone survey protocol should be used.

6) A computer assisted data entry system should be used to mitigate data entry and
quality control.

Construction of the Efficiency Market Share Tracking Databases

Construction of the measure efficiency market share tracking database involves entry of data
collected with the on-site and telephone surveys, recoding collected data into useful market
share tracking parameters, and weighting data according to sampling scheme.

Data Entry. Dataentry will be amgor portion of the work effort for each quarter. Data
from the on-site surveys will be collected in hard copy format that will need to be entered
into an electronic database. It is anticipated that the data from the telephone survey can

27" The suggested completed sample size is designed to support inferences about high priority measures by
sector (commercial and industrial).
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utilize a computer assisted data input (CATI) technique. Thiswill decrease data entry needs.
RER recommends a conventional database format be used for the resulting database, such as
Excel or Access.

Recoding Collected On-Site Data into Useful Market Share Tracking
Parameters. An efficient methodology will need to be developed to trandate the data
collected on-site into useful market tracking data. In general, the on-site survey will be used
to obtain equipment types and model numbers, which will need to be trandated into
efficiency and size data. Typically, this can be accomplished by using product literature or
other product databases and should be done during the post processing of the data.

Weighting the Samples. Considerable care will need to taken to correctly post-weight
the samples of on-sitesto reflect the population of replace-on-burnout and retrofits
installations.

Timing and Schedule

There are a number of issues relating to the timing and scheduling of thisinitiative. The
major issue is the timing of the CEC commercia survey effort. Preliminary indications from
the CEC is that this effort can begin as early as the second quarter 1999, but is more likely to
spill over into the third quarter of 1999. Once this process begins, the timing of the tracking
survey implementation will be impacted by the time necessary to develop the survey design
and implement the initial on-site surveys. Other timing issues include the time needed to
develop the commercial and industrial telephone survey, to develop the tracking databases,
and to administer the on-going operation of the tracking system. Table 10-12 presents a
summary of the timing and a recommended schedule for implementing this tracking
initiative.

As presented in Table 10-12, once the initial tracking system is operational, the scheduling of
guarterly updates will need to be closely monitored. RER anticipates that in coordination
with the CEC project managers, sample design updates will need to be done during the on-
Site data collection of the prior quarter.
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Table 10-12: Summary of Timing and Scheduling of Initiative VI

Task Timing Scheduling
Survey Design 6-8 Weeks | 3" Quarter 1999
Initial On-Site Surveys 8-12 Weeks | 4" Quarter 1999
Initial Commercial Telephone Survey 4-6 Weeks | 4™ Quarter 1999
Initial Industrial Telephone Survey 6-10 Weeks | 4" Quarter 1999
Initial Tracking Database Development 3-5Weeks | 4™ Quarter 1999
On-Going Sample Design Update 2-3Weeks | Quarterly from 4™ Quarter 1999
Quarterly On-Site Surveys 8-12 Weeks | Quarterly from 4™ Quarter 1999
Quarterly Commercial Telephone Survey 4-6 Weeks | Quarterly from 4™ Quarter 1999
Quarterly Industrial Telephone Survey 6-10 Weeks | Quarterly from 4™ Quarter 1999
Update Tracking Database 1-2 Weeks | Quarterly from 1% Quarter 2000

Cost Estimates

Table 10-13 presents a summary of the estimated costs by task to develop and operate this
tracking initiative.22 Ranges of costs are provided as a guideline; the final budgets would
depend on the features adopted for the final tracking system and cooperation from involved
parties. Also, note that the costs associated with the on-site survey effort are estimated costs
to integrate the tracking effort with the anticipated CEC commercial survey project. In
particular, these costs do not include the costs for conducting the on-sites, the initial survey
design, and questionnaire design. These costs are assumed to be incurred by the CEC
commercial survey effort. However, some coordination and review time costs are budgeted.

28 The cost estimates presented here were derived after the analysis presented in Section 8 was conducted. The
cost scores included in Section 8 represent RER' sfist estimate of costs that were derived for the purposes of
comparing alternative tracking methods. Detailed budgets were not formulated until the recommended
tracking methods were identified. In retrospect, these detailed cost estimates may differ dightly from the
scores for the cost criteria presented in Section 8.
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Table 10-13: Summary of Costs of Initiative VI, by Major Task

Task Estimated Cost
Development and First Quarter:
Survey Design Review and Coordination with CEC $5,000 - $8,000
Initial On-Site Survey Coordination with CEC $15,000 - $20,000
Telephone Survey Development $25,000 — $50,000
Initial Commercial Telephone Survey $40,000 - $55,000
Initial Industrial Telephone Survey $60,000 - $80,000
Tracking Database Development $15,000 - $20,000
Subsequent Quarters:
Quarterly Sample Design Update $2,000 - $4,000
Quarterly On-Site Surveys Coordination $3,000 -$5,000
Quarterly Commercial Telephone Survey $40,000 - $55,000
Quarterly Industrial Telephone Survey $60,000 - $80,000
Quarterly Tracking Database Update $8,000 - $10,000
Estimated First Year Cost $499,000 - $695,000
Estimated Subsequent Year Cost $452,000 - $616,000
Fixed Costs $47,000 - $89,000

Commercia and industria telephone survey costs estimates based upon $30 to $40 per complete.

As shown in Table 10-13, the estimated cost to develop and implement this initiative in the
first year is $499,000 to $695,000. This cost would decrease in subsequent years to $452,000
to $616,000. The following are some examples of ways in which the costs can be mitigated
with changes in the scope of the initiative.®

Sample Size/Cost Trade Off. Increasing the telephone sample size will
increase the survey costs. For example, the estimated costsin Table 10-13,
assume a 90/20 precision level. If decreasing the precision to an 80/20 precision
level is acceptable, costs could be lowered by as much as $250,000.

Omit the Industrial Telephone Survey. Depending on the viewed
importance of air compressor optimization and perceived difference equipment
replacement and retrofit practices across the commercial and industrial sector, the
industrial telephone survey could be omitted. Thiswould decrease the annual cost
by $240,000 to $320,000.

Semiannual Tracking. Tracking could be done on a semiannual instead of a
quarterly basis.

29 Note that these changes to the scope may not produce additive cost impacts.
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10.7 Initiative Vla: Integrating Commercial On-Site Surveys and
Commercial & Industrial Sector Telephone Surveys

Because of the current uncertainties regarding the CEC data collection efforts, thisinitiative
is offered as an alternative to Initiative V1. Asitstitle implies, RER recommends collecting
data with on-site survey of commercial sites and with telephone surveys of commercial and
industrial customers to track efficiency market shares of retrofits of the following priority
measures:

Energy management systems,

32 watt T8s with electronic ballasts,

Adjustable speed drive pumps and fans (HVAC applications), and
Compressed air optimization.

Thisinitiative can also provide secondary data for replace-on-burnout installations of motors,
packaged air conditioning, and chillers.

Thisinitiative uses a telephone survey of 2,200 commercial and 2,200 industrial sites to
gather information about retrofit activities. The required information includes:

The number of feasible/applicable applications at each site,

The number of feasible/applicable applications with the high efficiency measure,
The number of feasible/applicable applications retrofitted in last six months, and
The time when the retrofit occurred.

RER recommends conducting on-site surveys with a sample of 120 sites with reported
retrofit activity that were identified through the telephone surveys. The on-site survey data
will be used to calibrate the self-reported data obtained with the telephone survey data. The
calibration factors will be leveraged to the telephone survey data for sites reporting no retrofit
activity.

Measure and data coverage, development, timing, schedule, and estimated costs of this
dternative initiative are presented below.

Measure and Data Coverage

The measure and data coverage of this alternative initiative is identical to that of Initiative
V1, and will not be repeated here. See Subsection 10.6, Table 10-9, and Table 10-10 for
details.
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Development

The development of thisinitiative involves 1) determining the required sample sizes, 2)
developing and implementing the commercial telephone survey, 3) developing and
implementing the commercial and industrial on-site surveys, and 4) developing the
nonresidential measure efficiency tracking database for retrofit and replace-on-burnout
market events.

Sample Szes

The sample sizes for retrofit installations need to support the estimation of tracking
parameters for the relevant priority measures. For EMS, HVAC ASD pumps and fans, 32
watt T8s with electronic ballasts, and compressed air optimization, this entails the estimation
of the percent of feasible applications that have been retrofitted within the last period. A six-
month window for recent purchases is used in order to lower the required quarterly sample
sizes and is an approach similar to the approach used in Initiative 11.30

In order to develop suggested sample sizes, it is assumed that the annual penetration rates for
all of these measures are at least 6%. Table 10-11 presents the required sample sizes for
various precision levels. RER recommends a sample size of 2,200, which will support a
precision level of £20% relative error with 90% confidence to estimate a semiannual
penetration rate of 3%.31 Of course, higher degrees of precision can be achieved; the mgor
trade off would be increased survey and administration costs.

Table 10-14: Sample Sizes for Required Relative Precision Levels (Assuming
3% Semiannual Penetration)

Precision L evel
Confidence L evel Relative Error Required Sample Size
95% 10% 12,400
90% 10% 8,700
90% 20% 2,200
80% 10% 5,300
80% 20% 1,330

30 The main feature of this approach is that it allows for lower completed sample sizes pr quarter, but requires
alad time of one quarter before the required sample targets are met (see Initiative 11, Section 9).

31 To the extent that valid sample sizes are required by sector, this would require a completed sample of 2,200
commercial and 2,200 industrial surveys.
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Packaged air conditioning and chillers were also considered as candidates for tracking using
this method. However, asin the residential sector, this would require a sample design that
presents a significant problem with required sample sizes. Specifically, for packaged air
conditioning, assuming a lifetime of 15 years, a saturation of 40%, and a response rate of
50% in order to obtain a sample size of 250 sites that have replaced a packaged air
conditioner in the last six months, would require almost 37,000 calls. Thisisnot a
recommended approach. In particular, it isrecommended that 1) only secondary information
on these measures is collected using this initiative, 2) that packaged air conditioners are
covered under residential Initiative 111 (Distributor Data Collection), and 3) chillers are
covered under nonresidential Initiative 1.

Developing and | mplementing the Commercial and Industrial Telephone Survey

The purpose of the telephone survey isto gather self reported information on retrofit
activities over the most recent six month period, on the amount of feasible applications, and
the existence of any high priority measures prior to six months ago. Further, the
guestionnaire should include questions on self-reported attitudes, decision-making practices,
and other relevant information from building owners or facilities managers.

Thisinitiative recommends conducting a survey of industrial and commercial telephone
surveys. One can argue that sampling only from the commercial sector might not be
representative of the nonresidential sector for some of the high priority measures. In
particular, HYAC EMS, ASD HVAC fans and pumps, and high efficiency lighting
opportunities exist in both the commercial and industrial sectors. Furthermore, compressed
air optimization is one priority measure found almost exclusively in the industrial sector.
Because market transformation programs will target the industrial sector and it if it is
assumed that practices differ across these sectors, RER recommends a telephone survey of
industrial sites.

In particular, RER recommends that a quarterly telephone survey of 2,200 completed
commercial and 2,200 industrial sites be conducted for tracking retrofits of priority measures
in the these sectors. Development of the telephone survey should be arelatively
straightforward process. In particular, RER recommends the following:

1) Useasample design that is stratified by two-digit SIC code.

2) Where possible, utilize the contacts from utility sources.

4) A question to screen for new construction should be included in the survey.

5) A standard telephone survey protocol should be used.

6) A computer assisted data entry system should be used to mitigate data entry and
quality control.
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In addition, during the telephone survey, sites that have retrofitted measures within the last
six months will be recruited for the on-site survey effort. Based on the sample design
assumptions, this will result in the identification of roughly 60 commercial and 60 industrial
sites that have had some retrofit activity within the last six months.

Developing and | mplementing the Commercial and Industrial On-Site Survey

The onsite questionnaire design will be critical for the success of the tracking effort. The
survey should involve two phases: 1) in-person interviews with a building owner or facilities
manager and 2) a thorough walk-through inspection of the relevant retrofitted measures.
They key element critical to tracking isto identify sites that have recently retrofitted one or
more of the measures targeted for tracking with thisinitiative. Further, the questionnaire
should include questions on self-reported attitudes, decision-making practices, and other
relevant information from building owners or facilities managers.

Develop Efficiency Market Share Tracking Database

Thistask is similar to the market share database development tasks described in Initiative V1.
An additional task of developing calibration factors, applying these factors to the telephone
data and calculating the final market tracking parameters for the retrofit measures will be
required.

Time and Scheduling

Table 10-15 presents a summary of the timing and a recommended schedule for
implementing this tracking initiative. Because this alternative initiative is independent of the
funding and contracting constraints associated with the CEC, development of thisinitiative
can begin as early as the second quarter of 1999.
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Table 10-15: Summary of Timing and Scheduling of Initiative Vla

Task Timing Scheduling
Survey Design 6-8 Weeks | 2" Quarter 1999
Initial Commercial Telephone Survey 6-8 Weeks | 3 Quarter 1999
Initial Industrial Telephone Survey 6-8 Weeks | 3" Quarter 1999
Initial On-Site Surveys 8-12 Weeks | 3 Quarter 1999
Tracking Data Analysis 3-4Weeks | 4™ Quarter 1999
Initial Tracking Database Development 3-5Weeks | 3 Quarter 1999
On-Going Sample Design Update 2-3Weeks | Quarterly from 3" Quarter 1999
Quarterly Commercial Telephone Survey 6-8 Weeks | Quarterly from 3" Quarter 1999
Quarterly Industrial Telephone Survey 6-8 Weeks | Quarterly from 3" Quarter 1999
Quarterly On-Site Surveys 8-12 Weeks | Quarterly from 3" Quarter 1999
Tracking Data Analysis 3-4Weeks | Quarterly from 4™ Quarter 1999
Update Tracking Database 1-2 Weeks | Quarterly from 4" Quarter 1999
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Cost Estimates

Table 10-16 presents a summary of the estimated costs by task to develop and operate this
tracking initiative.32 Ranges of costs are provided as a guideline; the final budgets would
depend on the features adopted for the final tracking system and cooperation from involved
parties.

Table 10-16: Summary of Costs of Initiative Vla, by Major Task and Quarter of
Implementation

Task Estimated Cost
Development and First Quarter:
Survey Development $25,000 - $50,000
Initial Commercia Telephone Surveys $60,000 - $80,000
Initial Industrial Telephone Surveys $60,000 - $80,000
Initial On-site Surveys $60,000 - $96,000
Tracking Data Analysis $5,000 - $15,000
Tracking Database Development $15,000 - $20,000
Subsequent Quarters:
Quarterly Sample Design Update $2,000 - $4,000
Quarterly Commercial Telephone Survey $60,000 - $80,000
Quarterly Industrial Telephone Survey $60,000 - $80,000
Quarterly On-site Surveys $60,000 - $96,000
Tracking Data Analysis $5,000 - $15,000
Update Tracking Database $8,000 - $10,000
Estimated First Year Cost $810,000 - $1,196,000
Estimated Subsequent Year Cost $780,000 - $1,140,000
Fixed Costs $30,000 - $50,000

On-site survey costs based upon assumption of $500 to $800 per site.
Commercia and industria telephone survey costs estimates based upon $30 to $40 per complete.

As shown in Table 10-13, the estimated cost to develop and implement this initiative in the
first year is $810,000 to $1,196,000. This cost would drop in subsequent years to $780,000
to $1,140,000. These costs are provided as guides to implementing the initiative.

32 The cost estimates presented here were derived after the analysis presented in Section 8 was conducted. The
cost scores included in Section 8 represent RER' sfist estimate of costs that were derived for the purposes of
comparing alternative tracking methods. Detailed budgets were not formulated until the recommended
tracking methods were identified. In retrospect, these detailed cost estimates may differ dightly from the
scores for the cost criteria presented in Section 8.
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m Sample Size/Cost Trade Off. Increasing the telephone sample size will
increase the survey costs. For example, the estimated costsin Table 10-13,
assume a 90/20 precision level. If decreasing the precision to an 80/20 precision
level is acceptable, costs could be lowered by as much as $250,000.

m  Omit the Industrial Telephone and On-site Survey. Depending on the
viewed importance of air compressor optimization and perceived difference
equipment replacement and retrofit practices across the commercial and industrial
sector, the industrial telephone survey could be omitted. This would decrease the
annual cost by $270,000 to $350,000.

s Semiannual Tracking. Tracking could be done on a semiannual basis as
opposed to quarterly.
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10.8 Initiative VII: Chiller Manufacturer Data Collection

Asindicated in Table 10-1, RER recommends tracking efficiency market shares of chiller
installations in new construction, as well as chiller replacements, with data collected from
chiller manufacturers. Tracking efficiency market shares of chillersin California at the
manufacturer level, rather than through midstream market actors or at the site level, is
favored for severa reasons, most of which relate to the structure of the chiller market and
relative costs of implementing tracking alternatives.

As described in Section 4, the chiller market is somewhat unigue because 1) most units are
purchased and distributed directly from the manufacturer to the customer, and 2) most
chillers are customized to meet the building’ s unique load profile. Because of these
characteristics, manufacturers can track sales to the final end user and thus can likely identify
sales by decision type. Furthermore, collecting data from manufacturers instead of, say,
contractors or engineers makes more sense from an economical perspective. Asnoted in
Section 8, a small number of manufacturers produce the majority of chillers sold in the U.S.
The major chiller manufacturersinclude Trane, Carrier, York, and McQuay. By targeting
major manufacturers instead of midstream market actors, fewer data suppliers would need to
be recruited to cover the same portion of the market. (Not to mention the fact that
contractors and engineers are not expected to be reliable, long-term data sources.)

For the reasons cited above, RER recommends tracking chiller efficiencies through data
collection from manufacturers. Essentially, this requires developing relationships with major
chiller manufacturers and obtaining their sales data on a quarterly basis (e.g., “manufacturer-
direct data collection”).33

Manufacturer-direct data collection would be implemented in a manner similar to the
recommended residential tracking initiative involving data collection from HVAC equipment
distributors (residential Initiative I11). In particular, this method would first require
developing relationships with and recruiting chiller manufacturers to be ongoing suppliers of
data. Data supplied by manufacturers would need to be segmented by chiller type, fuel use,
efficiency, location of final installation (state), and other relevant variables. RER has
discussed tracking needs and the possibility of obtaining chiller sales data with one major
chiller manufacturer who expressed an interest in exploring such arelationship further. In
addition, RER'’s past experience with chiller manufacturers leaves the impression that at least
some chiller manufacturers would be willing to participate in this tracking effort pending a
confidentiality agreement.

33 A second option involves hiring a market research firm with expertise in the chiller market to collect the
reguired data from manufacturers and provide quarterly reports. This option is discussed below.
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To compare the two options above, the measure and data coverage, development, timing and
scheduling, and cost estimates are presented below for each.

Measure and Data Coverage

This recommended initiative pertains only to chillers. It should be noted, however, that a few
of the major chiller manufacturers, namely Trane, Carrier, and Y ork, produce several lines of
HVAC equipment for both residential and nonresidential buildings. One might assume,
therefore, that these manufacturers can produce datarelating to all HVAC priority measures.
However, because chiller sales are typically conducted through a separate division/sales
office, one would need to forge agreements with multiple divisions to obtain data for other
priority HVAC measures. It isalso important to note that some smaller manufacturers
specialize in the production of specific chiller types, so these manufacturers should also be
targeted to participate in the tracking initiative. Smaller chiller manufacturers include
Heatcraft, Dunham Bush, Teco, Y azaki, Napps, and Alturdyne.

As explained in Section 4, chillersfall into one of four primary categories. 1) reciprocating
liquid chiller packages (RLCP), 2) large tonnage liquid cooled (LTLC), 3) absorption
chillers, and 4) gas engine chillers. Data obtained from manufacturers should be segmented
according to these chiller types. Table 10-17 includes other required segmentation variables,
as these factors determine overall chiller efficiency. Other segmentation variables should
include building type and decision type of the installation.

Table 10-17: Measures and Measure Characteristics Requirements for
Tracking

Chiller Characteristics Required for Tracking
(Segmentation Variables)
Size (tonnage) Efficiency (kW/ton)
Compressor type (screw, reciprocating) Fuel type
Cooling type (air, water, condensorless) Refrigerant type
Building Type Decision type

As mentioned above, Initiative | (CEC nonresidential on-site surveys and building
department data collection) and Initiative || (CEC on-site surveys and commercial/industrial
telephone survey) can be secondary data sources for tracking chiller efficiencies.
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Development

Development of this option requires 1) the recruitment of chiller manufacturers to participate
in the tracking initiative, 2) the design and implementation of a data collection protocol, and
3) development of a chiller efficiency market share tracking database.

Recruitment of Chiller Manufacturers

Because the chiller market is dominated by only a handful of manufacturers, the success of
this initiative could depend upon the cooperation of key market actors.3* Thus, developing
positive relationships successfully with major manufacturers will be critical. The first step of
this initiative involves recruiting chiller manufacturers to supply the data required for
tracking efficiency market shares of chillersinstalled in new construction and as
replacementsin California. The success of this initiative depends upon the following factors:

m  Fird, it isessential that the confidentiality of proprietary sales data be guaranteed.
In particular, tracking data should be reported only at an aggregated level that
ensures the confidentiality of any single manufacturer.

m  Second, the burden on staff and time should be minimal and/or data suppliers
should be compensated for their time.

m Third, the precise datafields required for tracking would need to be identified,
which might require on-site visits with the manufacturer representative. To
maintain relationships with manufacturers and to encourage long-term
participation, on-site visits will likely be necessary not only during the
development stage, but throughout the operation of this tracking initiative.

Development of Data Collection Protocol

The formats of salesrecords are likely to differ across manufacturers. To minimize time and
resource burdens on data suppliers, the data collection protocol will need to be flexible and,
in most cases, tailored to individual manufacturers. RER recommends on-site visits to ensure
athorough understanding of the available data and to assist the manufacturersin developing
reports useful for market tracking. As emphasized by the Wisconsin tracking experience,
flexibility and willingness to accept any data the market actor is willing to provide (and in
any format) greatly contributes the success of data collection efforts.

34 For example, depending on the chiller type, three to five major manufacturers account for 60% to 90% of the
national chiller market
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Construction of the Efficiency Market Share Tracking Databases

Construction of the chiller efficiency market share tracking database involves combining data
obtained from all participating manufacturers and recoding it into useful market share
tracking parameters.

s Database Development. Database development will be a major portion of the
work effort. Ingeneral, it is RER’s understanding that distributors keep equipment
sales data in electronic format. The first step will be to develop protocols for the
individual distributorsto retrieve the datain a usable format. However, it is
anticipated that these data will be in various formats that will require trandlation
into a standardized format. For this purpose, RER recommends a conventional
database format, such as Excel or Access.

m Recoding the Collected Sales Data into Useful Market Share Tracking
Parameters. Depending on the initial data formats, an efficient methodology
will need to be developed to trandate the data obtained from manufacturers into
useful market tracking data. This issue should be addressed during the on-site
visits in developing a data collection protocol, as the data available from
manufacturers might already be in aformat useful for tracking.

Timing and Scheduling

The timing and scheduling of thisinitiative is a function of the time needed to recruit
manufacturers, to implement the initial data collection, and to maintain the system (e.g.,
maintain relationships with manufacturers and obtain data on a quarterly basis). A summary
of the timing and scheduling of this initiative by major task is presented in Table 10-18. The
time needed to recruit manufacturersis most subject to uncertainty. Asshown, RER
recommends that at least six to twelve weeks be reserved for thistask. Furthermore, the
recruiting process should be an ongoing procedure to recruit additional manufacturers and
retain their cooperation after the initial development period.

Table 10-18: Summary of Timing and Scheduling — Collection of Distributor
Sales Data

Task Timing Scheduling

Initial Recruitment of Chiller Manufacturers 6-12 Weeks 2" _ 39 Quarter 1999

Initial Collection of Quarterly Manufacturer Sales 2-4 Weeks 3 Quarter 1999

Data

Initial Chiller Tracking Database Development 3-4 Weeks 3 Quarter 1999

Quarterly Collection of Manufacturer Sales Data 2-4 \Weeks Quarterly from 4" Quarter 1999
Update Tracking Database 2-4 Weeks Quarterly from 1% Quarter 2000
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Cost Estimates

Table 10-19 presents a summary of the estimated costs to develop and operate the
manufacturer-direct data collection option for tracking chiller efficiency market shares.3>
Ranges of costs are provided only as a guideline; final budgets would depend on the features
adopted for the final tracking system.

Table 10-19: Summary of Costs of Initiative VII, by Major Task and Year of
Implementation

Task Estimated Cost
Development and First Year:
Recruitment of Manufacturers (fixed) $30,000 - $50,000
Quarterly Data Collection $5,000 - $10,000
Tracking Database Development (fixed) $10,000 - $15,000

Subsequent Quarters:

Quarterly Collection of Manufacturer Sales Data $10,000 - $15,000
Quarterly Tracking Database Update $5,000 - $10,000
Estimated First Year Cost $90,000 - $150,000
Estimated Subsequent Year Cost $60,000 - $100,000

Retaining Services of Market Research Firm

RER identified market research firms as an alternative to obtaining chiller sales data directly
from the manufacturers. The primary advantage of this approach is that some firms
specializing in nonresidential HV AC markets often have already developed relationships
with key market actors, which significantly reduces the time and resources required to recruit
data suppliers. RER has identified and had telephone conversations or met in person with
two such market research firms. Both firms agreed that, because of the market structure,
manufacturers are the appropriate market node to collect data required for tracking chiller
efficiencies. However, both also explained that they would collect information from multiple
market nodes to triangulate sales data and to provide a comprehensive characterization of the
California chiller market.

35 The cost estimates presented here were derived after the analysis presented in Section 8 was conducted. The
cost scores included in Section 8 represent RER' sfist estimate of costs that were derived for the purposes of
comparing alternative tracking methods. Detailed budgets were not formulated until the recommended
tracking methods were identified. In retrospect, these detailed cost estimates may differ dightly from the
scores for the cost criteria presented in Section 8.
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Although this option is attractive, one should approach it with caution. First, despite their
expertise in the industry, the two firms had opposing opinions on the success of collecting
data from manufacturers. One firm stated quite confidently that the information required for
tracking could be obtained from manufacturers on a quarterly basis, and that the cost of doing
so would be fairly reasonable. The other firm’'sreaction was just short of arefusal to embark
on the project, stating that getting the necessary cooperation from manufacturers would be
“highly unlikely.” Second, market research firms specialize in “snap shots’ of markets,
rather than ongoing data collection. Thisimplies that data would not necessarily be collected
from the same market actors every period.

Should a market research firm be retained for tracking efficiency market shares of chillersin
Cdlifornia, the methodology and research methods of the firm should be transparent, and the
data requirements and final product should be explicit.

Devel opment

The development of retaining the services of a market research firmto collect data for
tracking chiller efficiency market sharesisrelatively straightforward. In particular, this
option involves 1) identifying market research firms with expertise in the U.S. chiller market,
and selecting a market research firm to conduct data collection activities, and 2) specifying
methodology and reporting protocols.

As mentioned above, RER identified and discussed tracking possibilities with two market
research firms with expertise in the U.S. nonresidential HVAC market. While these
companies were the only market research firms referred by other market actors during RER’s
research into alternative tracking methods, there are likely to be others that specialize in the
chiller industry. Tracking needs and data requirements should be reviewed with all such
firms before the final selection. Furthermore, each firm’'s proposed methodology should be
reviewed in detail to ensure adequate market coverage and data accuracy.

Reporting protocols should be specified in a way that will best accommodate tracking needs
and will need to be addressed during the selection process. For example, the quarterly
deliverable (assuming data will be collected on a quarterly basis) might be in the form of a
report that presents the data and summarizes market trends. 1n addition, an annual report
could include a comprehensive market characterization and a discussion of trends in the
industry. In contrast, the agreed upon deliverable might only be the data required for
tracking in an electronic database that isto be updated every quarter, which would be
submitted to another party that would conduct analysis and evaluation activities.
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Timing and Cost Estimates

The scheduling and timing of this option depend primarily upon the time needed to identify
al qualified firms, and to review tracking needs and data requirements, in addition to the
time the market research firms can provide the first deliverable. Because these firms are
likely to already have developed relationships with key manufacturers, the turnaround time
between hiring a firm and receiving the first deliverable should be considerably shorter than
with the manufacturer-direct option.

The costs for retaining a market research firm to conduct data collection activities will vary
across firms and will depend upon each firm’s level of expertise in the industry and the
extent to which the firms have existing relationships with key manufacturers. Estimated
costs seemed to be a function of the extent of each firm's perceived relationships with key
market actors. For example, one firm indicated that collecting data directly from
manufacturers “ would not be cheap.” This firm does not currently collect any shipments data
from chiller manufacturers. The other firm, who does collect information from major
manufacturers, indicated that costs would be very reasonable. Even though neither market
research firm could provide specific cost estimates to be included in this report, RER
estimates that costs for this option will be comparable, if not lower than those estimated
included above in Table 10-19.
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10.9 Measures for Which Tracking Methods Have Not Been
Recommended

Nonresidential Window Retrofits

As mentioned in Section 8, the nonresidential window retrofits measure was dropped as a
priority measure primarily because it is difficult to concretely define what constitutes a
window retrofit in the nonresidential sector. Window retrofits in nonresidential buildings
typically involves film application, and does not necessarily imply glazing or window
assembly replacement.

Non-HVAC Motors

Non-HVAC motors are predominantly installed in the industrial sector. Asexplained in
Section 4, a comprehensive tracking initiative for non-HVAC motors should include the
following motor characteristics:

Efficiency,

Size (HP),

Component type (fan, pump, air compressor, €tc.),
NEMA design, and

Enclosure type.

There are a number of existing sources for these data, though none can provide the data that
meet the requirements of this study. These sources are summarized below.

m National Electrical Manufacturers Association (NEMA). NEMA isthe
predominate trade association for motor manufacturers. Manufacturers provide
data periodicaly to NEMA, who aggregates and provides these datato
contributing members only. In general, the data is comprehensive at a nationa
level only. RER’s conversations with representatives of NEMA'’s statistical
department indicate that NEMA does not generate data on aregional or state level,
is unwilling to provide the data to nonmembers, and cannot disaggregate the data
by distribution channels.

s DOE Motor Challenge Program. The objective of the DOE Motor Challenge
Program is to increase the adoption of energy efficiency motors and motor-driven
systems. The program adopts a systems approach and strives toward training key
market actorsin not only equipment right-sizing and motor specification, but
system maintenance practices as well. Data collected under the Motor Challenge
Program consist of an industrial motor systems inventory that was constructed as
part of the program's Market Opportunities Assessment project. This national
motor systems inventory is based upon data collected with on-site surveys of
industrial sites across the country. A major portion of this effort focused on
characterizing facility managers maintenance procedures and their awareness and
knowledge of opportunities to reduce motor system energy usage. The motor
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systems inventory provides a “snapshot” of the industrial motor systems market
and is not an ongoing effort.

There are no formal recommendations for the tracking of non-HVAC high efficiency
motors.38 This decision is due to a number of reasons relating to the relative tracking costs,
need for detailed data on motor characteristics, data coverage at particular market nodes, and
willingness of market actors to supply the required data for tracking initiatives.

m Distributors Unwilling to Supply Data. RER completed an informal survey
of distributorsin California. RER’s findings indicate unwillingness on the part of
distributorsto participate in atracking effort. Thisis primarily because they do
not routinely keep records of this type of data and many have severe staffing
problems. The distributors that did show interest also indicated that they would
require an incentive in order to participate.

m  Complex Distribution Channels. Assummarized in Section 4, the
distribution channels for motors are fairly complex. Tracking motors at any single
node would likely exclude large portions of the market. For instance, only
tracking distributions to end users would ignore distribution by manufactures to
OEMs.

s High-Cost Options. Aswill be explained below, the only viable tracking
methods are relatively costly. These include conducting on-site surveys of end
users (primarily industrial sites) and designing and implementing a distributor
survey. Inthe latter case, the cost is high with no guarantee that a successful long-
term tracking system will be developed. Furthermore, because of the market
structure, data would need to be collected from a variety of distributor typesto
achieve adequate market coverage.

Although no formal recommendations are offered to track motors, the following are some
informal initiatives that could generate some useful motor tracking data, but at considerable
cost and, in some cases, with no guarantee of success.

s Conduct On-Site Survey of a Pre-Screened Sample of Industrial Sites.
The cost for atypical industrial on-site survey is substantial, ranging from $500 to
$1,000 per site. However, if tracking non-HV AC motorsis a high priority, the
survey could be streamlined to include an on-site that examines purchasing
decisions relating to only non-HVAC motor replacements. This approach would
lower the cost per site considerably by focusing on sites that have recently
purchased non-HVAC motors. The pre-screening process would be relatively
inexpensive given the high saturation of non-HVAC motors in the industrial sector
and the number of motors at each site. The cost for this effort would be in the

36 Adoption of the nonresidential tracking I nitiatives V and VI will develop some secondary information on
non-HVAC motorsin the commercial sector. Further, to the extent possible, motor data will be collected as
part of the industrial telephone survey contained as an option in Initiative V1.
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range of $350,000 to $550,000 annually. This estimate is based on the design and
implementation of a streamlined industrial survey focusing on collecting motor
characteristics data, the costs of pre-screening sites that have recently purchased
motors, a quarterly sample of 300 industrial sites, and would include data entry
and administration costs.3’” The cost estimate would increase to construct and
update a complete motor systems inventory.

m Collect Data from Distributors. Asexplained in Section 4, approximately
50% of three-phase motors are sold through distributors or directly to end users.
The remaining motors are sold through OEM channels. The motors sold to OEMs
tend to be standard efficiency and have not historically been eligible for energy
efficiency programs. Tracking motors at the distributor level presents many
problems primarily related to the distributors unwillingness to participate in the
process, record keeping practices, achieving adequate market coverage, and
confidentiality issues. These conclusions were drawn from secondary literature
and from an informal survey of motor distributors in California.

Six motor distributors were surveyed for the type of sales information they record
at the point-of-sale, how this information is stored, and their willingness to
participate in a statewide tracking program. None of the distributors was
interested in participating in any sort of tracking program. Moreover, the
information they collected was incomplete and would not meet tracking
requirements. In particular, sales were not necessarily tracked by model number
and were not necessarily stored in an electronic database. Although the six
distributors represent less than 10% of California distributors, another 20 to 30
calls were placed and detailed messages were left explaining the nature of the call,
with no response. One could argue that this lack of response is indicative of their
interest and that additional completed surveys would result in the same
conclusions.

These results are discouraging from the standpoint of developing a tracking
initiative based upon distributor data. However, the experience in Wisconsin of
tracking motors indicates that this option should not be completely discounted.
There are certainly alarge number of distributors that could be ultimately
contacted and a representative sample could possibly be recruited to supply data.
In addition, the problem of record keeping by the distributors could be mitigated
with the development of a customized tracking system that could be adopted by
distributors. This approach has been adopted in the Wisconsin effort. RER also
recognizes that a tracking system based on distributor data does, in fact, omit a
large portion of the motor market. However, periodic tracking of the mix of motor
efficiencies sold through distributors could provide reasonable estimates of
changes in the market over time.

37 This sample size is based on predicting the average efficiency of a motor above some standard, and
assuming a coefficient of variation of one and a +10% relative precision level with 90% confidence.
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Estimates of cost and timing are difficult for developing a tracking system based
on distributor data. However, review of the budgets cited in the Wisconsin
experience indicates that an annual budget of $80,000 to $150,000 would seem
reasonable. Again, alarge caveat needs to accompany adoption of this method. In
particular, the data coverage is limited, there is no guarantee of long-term success
of this method, and a considerable amount work will be related to recruiting and
keeping distributors willing to participate.

m  Obtain Data from NEMA. There are severe limitations to usng NEMA asa
data source for motor purchases for the reasons discussed above, which primarily
relate to the confidentiality of the data, data coverage, and availability of state-
level data. However, during atelephone interview, NEMA staff explained that
lobbying the participants in the motor and generator section for releasing data at a
trade area level isan option. NEMA would not guarantee that this would be
successful. Should this option be further explored, RER recommends lobbying of
key NEMA membersin an attempt to obtain data on a state rather than national
level. Doing so would not be a cost less endeavor and might require considerable
time and effort to secure the needed endorsements.

m Coordinate with the DOE Motor Challenge Program Evaluation
Efforts. Preliminary discussions with the DOE Motor Challenge Program
manager indicate that a program evaluation effort will soon be undertaken.
Because the evaluation approach has not yet been designed, RER recommends
continuing discussions with program representatives to explore the possibilities of
coordinating the DOE’s and CBEE'’ s information needs.

m  Conduct Industrial Telephone Survey. Non-HVAC motor purchases in the
industrial sector could be tracked using an industrial telephone survey. This
would be arelatively expensive endeavor, given that the survey targets industrial
sites that have recently purchased motors. Note that this would be significantly
different from the industrial telephone survey recommended in Initiative V1. [t
requires considerably more detailed screening of the sites and the level of detail of
the required datais greater.

The major drawback to this method is that the data required for tracking are fairly
detailed and technical and might not be obtained reliably with a telephone survey.
The Wisconsin experience reveals that data quality suffers dramatically when
relying on telephone surveysto collect such detailed data. 1n order to mitigate
these problems, the telephone survey protocol should include the use of multiple
callbacks to ensure the respondent is the most knowledgeable and appropriate
person. In addition, the use of incentives and requiring the interviewee to provide
copies of invoices might alleviate these shortcomings. A telephone survey of 300
industrial sites that recently purchased motors would cost between $80,000 to
$125,000 annually. Again, alarge caveat needs to accompany adoption of this
method. In particular, the data coverage is limited and there could be severe data
quality issues.
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A number of other issues relating to the tracking of non-HVAC motors were identified
during the feasibility study:

s  Motor Repair versus Motor Replacement. A number of studies, such asthe
DOE Industrial Motor Systems Market Opportunities Assessment, discuss the
impact of motor rewinds on the motor replacement market.38 This factor could be
included in the tracking of motor purchases if the tracking is conducted at the end-
user level, or if motor repair shops participate in the tracking initiative.

m Tracking HVAC Motors. HVAC motor purchase activity could be tracked in
new construction relatively inexpensively using the nonresidential recommended
Initiative V. Tracking replace-on-burnout and net acquisition HVAC motor
purchases would be more expensive requiring 1) a pre-screening survey followed
by an on-site survey, or 2) atelephone survey. The approach to track HVAC
motorsin the industrial sector would be to conduct an industrial telephone survey
targeting customers that have recently purchased motors.

m Tracking ASDs in Non-HVAC Applications. The ASD-related measures
identified in the Needs Assessment are for HVAC fans and pumps only. Non-
HVAC fan and pump applications could also be tracked, but again at a relatively
high price. In particular, it would require an industrial telephone survey aimed at
sites making recent ASD purchases. Further, to the extent that non-HVAC ASD
applications are used in the commercial sector, atelephone survey would also need
to be developed to cover commercial applications.

If any initiatives were adopted that use on-site surveys or targeted telephone surveys to track
motor efficiencies in the industrial sector, these issues should be reviewed and mitigated
during the design of the tracking system.

Packaged Refrigeration Equipment

The recommended tracking initiatives presented here exclude packaged refrigeration
equipment for several reasons:

m  First, and most importantly, efficiency standards do not yet exist for packaged
refrigeration equipment, nor is there a standard for measuring energy efficiency
and comparing the performance of most equipment types (Suozzo and Naddl,
1998).

m  Second, packaged refrigeration equipment is a broadly defined measure comprised
of numerous equipment types. Although Section 4 provides a general
characterization of the market for packaged refrigeration equipment, the research
reveals that markets can differ substantially across equipment types. For example,
the channels of distribution for beverage merchandisers can be very different that
those for small walk-in coolers. Developing a single cost-effective tracking

38 See DOE, 1996.
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initiative that would cover all packaged refrigeration equipment types would have
tremendous shortcomings.

Should packaged refrigeration remain a tracking priority in the future, RER recommends the
following:

1) Coordinate with future ENERGY STAR® programs that might cover any such
equipment. The EPA is currently working to set up an ENERGY STAR® Vending
Machine Program with manufacturers and vending companies to encourage the
purchase of more efficient equipment. RER recommends that tracking of
packaged refrigeration equipment should be coordinated closely with future
ENERGY STAR? initiatives.

2) Define the measure more narrowly and group different types of packaged
refrigeration equipment according to market similarities.
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Summary and Conclusions

11.1 Project Overview

The primary purpose of this study is to develop and recommend strategies for tracking the
efficiency market shares of energy efficient products in California. Early in this study, it was
determined that the data required for tracking should meet the following requirements:

Data must represent unit sales, and

Data are/can be segmented by efficiency level, and

Data are/can be segmented by geographic region, at least at the state level, and
Decision type (new construction and replace-on-burnout/retrofit/net acquisition)
must be identifiable, when applicable.

This scoping study was comprised of three magjor phases:

1. A Needs Assessment to identify priority measures for which tracking systems
should be developed,

2. A Methods Assessment to characterize the markets of priority measures and
identify alternative methods that could be used to implement tracking, and

3. A Feasihility Assessment to compare and evaluate the feasibility of each viable
method for tracking the priority measures.

The Needs Assessment resulted in the 20 residential and nonresidential priority measures for
which tracking initiatives should be developed. These measures are summarized in Table
11-1. The choice of these measures was based upon severa criteria, including potential cost-
effective savings attributable to the measure, the expected level of marketing effortsto
promote the measure, the seriousness of market barriers associated with the measure, and the
extent to which market intervention can reduce such barriers. This phase utilized information
obtained from the California Demand Management Advisory Committee (CADMAC)

market effects studies, interviews with industry experts and participants and RER’ s analysis
of DSM potential studies and recent utility program plans and program impact evaluations.
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Table 11-1: Final Priority Measures for Tracking Initiatives

Residential Sector M easures Nonresidential Sector M easures
Duct Sealing High Efficiency Windows
High Efficiency Central Air Conditioning High Efficiency Packaged Air Conditioning
Compact Fluorescent Fixtures High Efficiency Chillers
Horizontal Axis Clothes Washers High Efficiency Motors
High Efficiency Windows Adjustable Speed Drive Fans
Compact Fluorescent Lamps 32 Watt/T8 Lamps with Electronic Ballasts
High Efficiency Gas Furnaces Energy Management Systems
High Efficiency Refrigerators High Efficiency Packaged Refrigeration Equip.
High Efficiency Dishwashers Adjustable Speed Drive Pumps
High Efficiency Gas Water Heaters Compressed Air System Optimization

As part of the Methods Assessment, RER characterized the markets for the identified priority
measures and determined the point(s) in the distribution channels where it makes the most
sense to collect datarequired for tracking. The Methods Assessment also entailed the
identification and review of awide range of alternative data sources and data collection
methods. These sources include existing data sources, such as shipments data consumer
panel data, and scanner data, as well as undeveloped data sources, including downstream
market actor surveys and data collection from upstream and midstream market actors. The
Methods Assessment revealed the following:

m Thedatarequired for tracking efficiency market shares by efficiency level and
decision type do not currently exist. Therefore, undeveloped methods — e.g., data
collection from key market actors — would need to be developed and implemented.

m  Tracking by decision type substantially limits the range of viable options. In
particular, upstream market actors typically do not keep sales records that identify
whether the measure was installed in new construction or as a replacement or
retrofit. Thisresult impliesthat data collection is sometimes limited to end user
level data collection through either on-site, mail, or telephone surveys, or from
midstream market actors, such as builders or contractors.

The final phase of this Scoping study, the Feasibility Assessment, is based upon areview of
current Wisconsin tracking initiatives and interviews with those involved it their
development, interviews with other key market actors (e.g., potential data suppliers), and
information collected throughout the course of this research.
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RER evaluated each applicable method for each measure and decision type according to the
following criteria:

Viahility,

Reliability,

Cog,

Economies,

Timeliness,

Versatility,

Leverage,

Context, and

Barriers to implementation.

RER then reviewed the feasibility evaluation results and considered possible ways to
integrate methods to take advantage of available economies, and researched possible
cooperative efforts with other organizations to formulate the final recommendations for
tracking efficiency market sharesin California.

11.2 Summary of Tracking Recommendations

Table 11-2 summarizes RER’s recommendations for tracking the efficiency market shares of
the residential and nonresidential priority measures. Initiatives | through IV pertain primarily
to the residential measures (with the exception of Initiative |11, which also covers
nonresidential packaged air conditioning equipment) and Initiatives V through VII include
strategies for tracking nonresidential measures. These initiatives represent a variety of
tracking methods targeting different market actors along the distribution channel. Four of
the six initiatives recommend data collection at the site level, through a combination of on-
Site surveys, telephone surveys, and data obtained from building departments throughout the
state. The remaining three approaches involve data collection at other pointsin the
distribution channel — from appliance retailers, equipment distributors, and even
manufacturers.

It is clear that no single method for collecting data from any one market actor can provide the
optimal solution to tracking efficiency market shares in California. The recommended
tracking initiatives integrate methods and take advantage of the strengths of the highest
scored methods to produce workable tracking solutions. For instance, the relatively high
scores of some of the methods, such as on-site surveys, are a direct result of potential
available economies. The recommended initiatives also exhibit economies across sectors. In
particular, RER recommends obtaining building department records for new construction
installations in both residential and nonresidential sectors. These economies and the
associated lower per-measure costs are applicable only insofar as all measures covered by the
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economies are actually included in the overall tracking system. In order to take full
advantage of this factor, RER considered initiatives that grouped measures by methods
exhibiting such economies. Recommending a single tracking method for each measure
without considering the impact of economies across priority measures and sectors would be
myopic.

RER aso considered the advantages of integrating two methods where one method provides
considerable secondary data and helps fill in some of the weaknesses of another method. The
result is an integrated method that provides more reliable results than the two component
methods. An example of this approach is the use of on-site data to calibrate building
department verification and installation data.
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Table 11-2: Summary of Tracking Recommendations

M easure Coverage
Initiative Decision Type (Primary) Description
I Integrating On-site | New Construction Duct Sedling Integrates data from building department installation
Surveys and Building Centra_l AC recordsfor at least 1,100 homes and data collected witf
Dept. Data CFL Fixtures 400 on-site surveys per quarter in residential new
Windows construction sector.
Gas Furnaces
Gas Water Heaters | Assuming development beginsin the 2 ™ quarter of 19¢
Dishwashers one complete year of tracking data can be available by 1
4™ quarter of 2000.
II: On-site Surveysof | Retrofit Duct sedling Conduct a telephone survey to identify residential sites
Prescreened Windows have recently retrofitted windows or air distribution duc
Residential Sites then conduct 250 on-site surveys per quarter (per meas
to record measure efficiency parameters required for
tracking.
Assuming telephone prescreening beginsin the 2 ™ qua
of 1999, one complete year of tracking data can be
available by the 4™ quarter of 2000.
l11: Collecting Replace-on-burnout | Central AC Collect quarterly sales data from HVAC and water
Distributor SalesData | Net Acquisition Gas Furnaces hedting distributors. If Initiative | is also implemented,
Gas Water Heaters | tracking data will be available for new construction.
Packaged AC These estimates together with the distributor data coulc

be used to infer replace-on-burnout and net acquisitior
shares.

Assuming recruitment of distributors beginsin the2 ™
quarter of 1999 and adoption of Initiative I, one comple
year of tracking data can be available by the 4" quarter
2000.
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Table 11-2: Summary of Tracking Recommendations (cont’d)

M easure Coverage
Initiative Decision Type (Primary) Description
IV: ENERGY Replace-on-burnout CFL Fixtures & Lamps Obtain unit sales data collected under the
STAR?/EGIA Retall Net Acquisition Clothes Washers ENERGY STAR? program and from smaller,
Tracking Refrigerators independent non- ENERGY STAR? retailersin
Dishwashers Cdifornia

Assuming development of this initiative begins
the 2™ quarter of 1999, one complete year of
tracking data from ENERGY STAR? retailers cc
be available by the 4" quarter of 1999. One
complete year of tracking data from smaller
retailers and non- ENERGY STAR? partners cou
be available by 3™ quarter of 2000.

V: Integrating CEC
On-Site Commercial
Surveys and Building
Dept. Data.

Va: Integrating On-
Site Commercial
Surveys and Building
Dept. Data.

New Construction

Nonres. Windows

Packaged AC

ASDs

32 watt T8sw/ Elec. Ballasts
EMS

Integrates data obtained from building
department compliance records and data colle
with 350 commercial on-site surveys per quart
conducted by the CEC.

An dternative to Initiative V, this strategy
integrates data obtained from building departir
compliance records and data collected with 35
commercia on-site surveys without CEC
involvement.
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Table 11-2: Summary of Tracking Recommendations (cont’d)

Initiative Decision Type

M easure Coverage
(Primary)

Description

VI: Integrating CEC Retrofit

On-Site Commercial

ASDs

32 watt T8sw/ Elec. Ballasts

Integrates data from 600 commercial on-site
surveys conducted by the CEC with data from

Surveysand EMS telephone survey of commercial and industrial

Commercial & Compressed Air Opt. customers.

Industrial Sector

Telephone Surveys. Assuming survey development beginsin the 3
quarter of 1999, one complete year of tracking
data could be available by the 4™ quarter of 2(

Vla: Integrating On- An dlternative to Initiative VI, data from 120

Site Commercial commercia on-site is used to calibrate data frc

Surveys and atelephone survey of 2200 commercial and 22

Commercial & industrial customers without CEC involvemen

Industrial Sector

Telephone Surveys. Assuming survey development beginsin the 3
quarter of 1999, one complete year of tracking
data could be available by the 4™ quarter of 2(

VII: Chiller New Construction Chillers Obtain sales data from magjor chiller

M anufacturer Data Replace-on-burnout manufacturers.

Collection

Assuming recruitment beginsin the 2 ™ quarte
1999, one complete year of tracking data couli
available by the 4™" quarter of 2000.
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11.3 General Observations

In addition to the recommendations summarized above, RER offers some additional
observations. These observations cover a wide range of caveats, exhortations and
ruminations, and are presented below in fairly arbitrary order.

Difficulties of Tracking

While some tracking systems have been put in place in parts of the country, prior attemptsto
track market shares of high efficiency measures have had generally discouraging results.
Previous scoping studies have generally painted a fairly pessimistic picture of the prospects
for traditional tracking systems. Nonetheless, the specific tracking initiatives we have
proposed should provide the kind of information on market shares that will be needed for the
assessment of California’ s market transformation efforts.

Timing Issues

As explained in Section 9 and summarized above, developing the recommended market share
tracking initiatives will take time. Depending upon lags in procurement and difficulties in
implementing our recommendations or some other initiatives, it is likely that tracking results
will not be available until the end of 1999. If we focus only on the need for tracking data
over the transition period (up to 2002), this lag could appear ominous. However, as we have
argued elsewhere in this report, tracking should continue to be a priority beyond the
transition period. It will be important to know, for instance, if the reduction in PGC-funded
program interventions at the end of the transition leads to the degeneration of energy
efficiency in the State. This may mean that tracking systems need to be put in place with
PGC funds, but that another method of financing and overseeing these systems will be
necessary.

Collecting Comparable Data from Other Regions (Context)

One of the criteria used to select tracking options was the ability to yield information on
other (non-California) areas. Such information could clearly be useful in assessing market
effects, insofar as it would provide cross-sectional comparisons of market shares. One of the
disappointments of the study was that very few options provide context in thissense at a
reasonable cost. Of coursg, it is aways possible to duplicate an initiative in another area
(e.g., we could always conduct on-sites in other states to obtain comparison data); however,
such data collection efforts would be likely to quite expensive. The heavy reliance of RER’'s
recommendations on customer-level data (on-site surveys and building department data, for
example) implies that the collection of comparable data from other regions would essentially
require at least double the budgets proposed here.
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Tracking by Decision Type

The tracking methods we have recommended are capable of tracking market shares by
decision type when decisions differ substantially by these market events. RER imposed this
capability as a data requirement for tracking because programs relating to these measures are
categorized and designed by market event. If new construction programs and retrofit
programs are to implemented to promote transformation, for instance, it seems logical to
track new construction and retrofit shares separately. RER understands that the requirement
of this capahility results in tracking budgets that are sometimes higher than they would
otherwise be. Nonetheless, we would argue that the additional costs are warranted.

Collecting Data from Multiple Market Nodes

Section 4 reviewed the markets for the priority measures and identified market nodes where
data for market share tracking could be obtained. For mogt, if not all, measures, more than
one node was cited. While thisissue is not explicitly addressed in Section 4, it isimportant
to recognize that there could be benefits in collecting data from multiple pointsin the
distribution channel. Two primary benefits result from tracking at multiple nodes. First,
doing so provides a “sanity check,” or helps to cross-reference results of tracking efforts.

Second, tracking from multiple nodes can provide indicators of the extent of market
transformation on national as well as regional perspectives. For example, as discussed
above, collecting data at the manufacturer level would not provide data specific enough to
meet market share tracking needs in California. Most manufacturers use well established
distribution channels and do not have the mechanism for knowing where the measures are
ultimately purchased. Most manufacturers track salesonly at the first point-of-invoice,
which is typically aregional distribution center. Nonetheless, it still may be useful to pursue
tracking at the manufacturer level. Market transformation is a primary objective of energy
efficiency programs in California and other states. There has been some evidence that
manufactures continue to produce the same mix of efficiencies, but that a greater percentage
of high efficiency units are shipped to areas with higher demand for these products, such as
California. This practice would work against market transformation efforts from a national
perspective. Tracking efficiency mixes of manufacturer shipments on a national level can
provide insights into this issue.

Data Collection * Market Share Tracking

While this phase of the study has identified logical points in the distribution channel for
collecting data and the alternative methods for doing so, the actual data that should be
collected for market share tracking has not specifically been addressed. One of the four data
requirements for market share tracking in Californiais that data must be segmented by
efficiency level. One cannot assume, however, that market actors keep sales or inventory
records by efficiency level. Most often, sales and inventory records are maintained by
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product codes, model or part numbers, and possibly other parameters that would uniquely
define a product, such as size or manufacturer. The point here isthat the data collected will
need to be converted or coded to be useful for market share tracking. Some resources for
coding data in this manner are already available. For example, some organizations are
creating or maintaining databases comprised of key characteristics for available products.
For example, the Washington State Energy Office maintains the Motor Master database,
which catalogs most induction motorsin the 1 to 500 HP range that are available in the
United States. Another example is the Ballast Master database, also maintained by the
Washington State Energy Office. The EPRI market tracking study is an excellent resource
for identifying such resources. Moreover, the EPRI study discusses coding options for
market tracking.!

Availability of Baseline Data

We have not explicitly addressed the means of collecting baseline data to provide an
historical perspective on market sharesin California. Another study being conducted by
Xenergy is addressing thisissue.2 We should note, however, that some of the methods
discussed and recommended here (data collection from upstream market actors, in particular)
might be able to yield historical data on market shares.

Tracking Should Be Long Term

It istempting to think of the need for tracking as a short-run requirement for monitoring
market transformation during the “transitional period.” However, this would be a myopic
view. While the transition period is an important interval, tracking initiatives need to be
implemented on alonger-term basis, even if PGC funds are no longer used to support energy
efficiency.

11.4 Reflections on the Cost of Tracking

Clearly, tracking market sharesis an essential ingredient in the overall assessment of the
market transformation effort. Thisistrueintwo respects. First, accessto market share data
will be critical for the support of decisions relating to the continuation of public funding for
energy efficiency programs as the close of the transition period draws closer. Second, the
availability of comprehensive market share tracking systems will greatly facilitate the
assessment of the effectiveness of individual programs, program elements, and intervention
strategies. Program administrators will have to have access to tracking data to assessthe

1 TheEPRI study focuses on market tracking for compact fluorescent lighting, horizontal axis clothes
washers, commercial HVAC equipment, commercial and industrial lighting equipment, and motors (EPRI,
1997).

2 See Xenergy, 1999.
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effectiveness of these activities. If they are not available from a set of statewide initiatives
such as those recommended here, they will have to be developed in the course of individual
MAG&E projects. Arguably, the available of a single set of consistent tracking systems would
be preferable to piecemeal tracking as part of periodic program assessments. RER argues
that the availability of uniform tracking data would foster more effective use of other MA&E
funds allocated in 1999 and beyond.

Depending upon the specific options chosen by the CBEE, the development of a
comprehensive tracking system covering the priority measures could cost around $2 million
in the first year and between $1 and 2 million per year thereafter. The recommended
initiatives would cost between $1.0 and $1.4 million for the residential sector and between
$0.7 and $1.0 million and for the commercial/industrial sector. RER understands that the
CBEE may consider these costs quite high. Indeed, the CBEE’s Technical Services
Consultants have recommended initial budgets for tracking initiatives be $375,000 each for
the residential and commercial/industrial sectors. Inlight of the obvious discrepancy
between our recommended budgets and the budgets currently being anticipated by the CBEE
for market share tracking, some means of reconciling this difference is necessary.

The CBEE has a variety of options for reconciling the differences between our
recommendations and current tracking budgets, including the following:

m Increase budgets for tracking,
m  Track fewer measures, or
m  Find less expensive means of tracking.

These options re considered briefly below:

Increase CBEE Budgets for Market Share Tracking. Inlight of the scoping study
results, this would be the most reasonable option. The costs of the recommended tracking
initiatives should be evaluated in the context of the size of California’ s market transformation
efforts. Roughly $300 million per year will be spent to promote market transformation in
California over the next three years. Thefirst year cost of the recommended initiatives
would amount to less than 0.8% of the total annual energy efficiency budget. The annual
cost of maintaining the tracking system would be less than 0.6% of the annual energy
efficiency budget.

The CBEE might also consider the budget in the context of historical utility expenditures on
the collection of market data. For instance, California utilities have traditionally spent
several hundred thousand dollars per year on the collection of commercial on-site data for
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forecasting and DSM planning. Utilities have also spent (and will continue to spend) far
larger amounts of money for the evaluation of energy efficiency programs.

Track Fewer Measures. Some preliminary comments on our recommendations suggest
that the CBEE may choose to prioritize the recommended initiatives rather than funding them
al. While RER understands the desire to be parsmonious in the expenditure of funds for
market share tracking, we are hard-pressed to recommend a prioritization scheme for three
reasons:

m  Fird, the research conducted for the Needs Assessment phase of this study
implicitly prioritized the focus of market share tracking efforts. Each of these
measures is considered important by the energy efficiency community.

m  Second, prioritizing recommended initiatives really requires an implicit tradeoff
between the costs and benefits of information, and this is essentially a policy
decision. These options should be evaluated on the basis of a wider range of
judgments than ours.

m Third, severa of the recommendations are interrelated, so adopting one without
the other may result in major economies being lost.

Nonetheless, if we were forced to exclude one of the residential initiatives ourselves, we
would probably drop Initiative I, which deals with residential duct sealing and window
retrofits. While these are important measures, they entail fairly high tracking costs. This
would save between $332,000 and $410,000, thus reducing the cost of the residential
tracking system to between $698,000 and $960,000. |If we were compelled to drop a measure
from the commercial/industrial sector, we would probably sacrifice the portion of Initiative
V1 dealing with compressed air optimization. We would do so partly on the basis of the
difficulty of determining system efficiencies, and partly because tracking this measure
requires industrial surveys that contribute relatively little to the development of information
on other measures. Thiswould produce savings of $240,000 to $320,000, leaving the overall
commercial/industrial budget between $491,000 and $778,000. Of course, others could
justifiably disagree with the value judgments underlying these choices.

Find Less Expensive Means of Tracking. Inour judgment, the tracking initiatives
recommended in this report are well designed and cost-effective. The recommended
initiatives take advantage of a variety of economies that lower overall data collection costs
substantially. For instance, they make extensive use of CEC survey efforts, data collected by
Building Departments, and the tracking procedures of the ENERGY STAR® Program. (Had we
ignored these efforts and designed independent approaches, the overall cost would have been
at least twice as high.) Nonetheless, cheaper options may be available if certain conditions
arerelaxed. For instance, lowering precision levels and reducing sample sizes could yield
some minor economies. We have offered suggestions for cutting costs throughout Sections 9

11-12 Summary and Conclusions



Efficiency Market Share Needs Assessment and Feasibility Scoping Sudy

and 10. Overall, we suspect something on the order of 10% of the budget could reasonably
be trimmed through the use of some of these suggestions.

If we were to take advantage of all of the above suggestions for reducing overall tracking
costs—dropping duct sealing and window retrofits as well as industrial air compressor
optimization, as well as tightening sample sizes—the total cost of tracking would be
$628,000 to $864,000 for residential measures and $442,000 to $700,000 for commercial
measures. Using the midpoints of these ranges, the CBEE could set budgets of $746,000 and
$571,000, respectively.3

3 The tota budget would therefore be $1.317 million, which is very close to the $1.2 million rough estimate
provided a few months ago in the interim report.
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