Suggestions and Comments on the Draft Discussion Paper on “Regulatory Framework for
DS'\A ”

It is envisaged that aregulatory framework would provide the much needed impetus to the DSM
initiatives in the State by elaborating upon MERC' s policies and procedures about the administra-
tion and delivery of the DSM in Maharashtra.

As afirst step in the drafting of the Regulatory Framework for DSM, a draft discussion paper on
the Regulatory Framework for DSM has been prepared. The Paper discusses:
a. Possible policy objectives of MERC vis-&visDSM (section 3)
b. Possible guiding principles of MERC for the DSM efforts in the State (section 4)
c. Eligibility criteria—what kind of DSM programmes could be allowed by MERC and
which DSM programmes will not be allowed by MERC (section 5)
d. How the DSM effort should be organised under multi-year tariff regime (section 6)
e.  What could bethe institutional structure for management of DSM effort in the State
(section 7)
f.  How should the DSM targets and funding levels be decided and what could be the
targets and funding levels? (section 8)
What should be the procedure for approval of DSM plans/programmes (section 9)
What should be the criteria for deciding which DSM programmes should form part of
five year DSM plan (section 13)
Evaluation, measurement and verification (Section 10)
Monitoring and reporting (sectionl11)
k. Post Programme reporting (section 12)
|.  Possible contents of a DSM Plan Document (Annex 2)
m. Possible Contents of a DSM Programme Document (Annex 3)
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Before finalising the framework, the Commission is keen to elicit from the stakeholders at large,
suggestions and comments on the draft discussion paper prepared by the Commission. Sugges-
tions and comments on the draft discussion paper may be conveyed to the Commission within
three weeks at:

The Secretary

Maharashtra Electricity Regulatory Commission
World Trade Centre, 13th Floor, Centre No.1
Cuffe Parade, Colaba, Mumbai 400 005

Td: 022 22163964, Fax 022 22163976

You may also send in your comments/suggestions via email to:
merc@mercindia.org.in with a copy to: vijay.deshpande@mercindia.org.in.

Last date for receipt of Commentsis 10" July 2009
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Draft Discussion Paper on
Regulatory Framework for DSM

1. Introduction

The savings achieved as a result of Demand Side Management (DSM) activities in the
State over the past three/four years are in the region of 15 to 20 MW. The potential, how-
ever, is there of the magnitude of thousands of megawatt'. A regulatory framework
would provide the much needed impetus to the DSM initiatives in the State by elaborat-
ing upon MERC's policies and procedures about the administration and delivery of the
DSM in Maharashtra, including detailed elaboration of MERC’s DSM programme eligi-
bility and selection criteria; roles and responsibilities of various stakeholders in the DSM
activity; DSM plan/programme funding arrangements, DSM plan/programme targets and
budgets; process and procedures for submission, appraisal, approval, monitoring, evalua-
tion and reporting of DSM programmes; as well as guidelines with respect to DSM plan
preparation, DSM programme design, evaluation and monitoring, etc.

2. DSM Framework

Articulation of the long-term DSM goals or objectives of MERC is seen by MERC as an
important and necessary first step in the development of a DSM framework. These long
term DSM goals will form the basis for the development of a regulatory framework for
DSM in the State of Maharashtra.

3. Long Term DSM Goals

Considering the huge demand-supply mismatch prevalent in the State of Maharashtra,
MERC has been actively promoting DSM as a power shortage mitigation strategy in the
State. Considering that the demand-supply mismatch is likely to continue in future,
power shortage mitigation will have to remain as one of the key DSM policy objec-
tive of MERC.

1 A 2004/05 Study by Jayant Sathaye of LBNL and IIEC under the USAID funding, estimated that
EE/DSM can wipe out ailmost 90% of the power shortage in then prevalent in Maharashtra, there by indi-
cating the EE/DSM potential to be of the Order of about 1300 MW. As per preliminary estimates, MERC
expects the DSM/EE potential to be in the region of 2000-2300MW. Preliminary estimates put the
DSM/EE potential in Mumbai in the region of 400-450 MW.




This apart, in line with the DSM and energy efficiency related provisions of the Electric-
ity Act 2003 (EA-2003), the National Electricity Policy (NEP), the Tariff Policy (TP)
(All three place significant emphasis on DSM, energy efficiency and conservation of en-
ergy and environment) and the recommendations of the recent report on DSM and energy
efficiency of the Forum Of Regulators [which, while recommending that State Electric-
ity Regulatory Commissions (SERCs) should direct the distribution licensees under their
respective jurisdictions to undertake DSM initiatives, accords a key ‘central” role for the
SERCs in capturing the available DSM/energy efficiency potential]; it is easy to visualise
the inclusion of the following as key DSM policy objectives of MERC:

Lowering the overall cost of electricity to the consumers (greater operational and

economic efficiency and economical use of resources)

Reducing/differing the need for generation, transmission, and/or distribution capacity

additions

Creating consumer awareness about the need for energy efficiency (why) and how

and where consumers can save energy

Reducing the environmental damage by reducing the emission of green house gases

Encouraging the emergence and development of energy service companies (ESCOs)

4. DSM Guiding Principles

It is proposed that the pursuance of the key DSM policy goals identified in the previous
section will be guided by the following principles. Thus, all DSM activities and initia-
tives in the State, including DSM plans and programmes, their preparation and design,
implementation, monitoring and evaluation, will all be guided by following principles.
Considering the critical power shortage situation in the State, emphasis will be placed
on quick acting resource acquisition type DSM programmes. However, within these,
DSM programmes that give lasting savings — new buildings, new appliances (life of
10-25 years, instead of CFL typesthat have short life) will be preferred.
With nine percent plus economy wide growth rates, the “stock” of energy consuming
appliances, equipments and devices is aso rising rapidly in the Indian economy. For
example, the buildings “stock” isrising at the rate of about 11% (doubling of existing
stock in next 6-7 years) with energy consumption in buildings rising at 16% per year
compounded for past 4/5 years. Similarly, sale of refrigerators, air-conditioners and
other energy consuming appliance are exhibiting over 20% growth rates (doubling of
existing stock in 3-4 years) in some regions of the country. It therefore makes im-
mense sense to ensure that the new stock coming on stream is inherently energy effi-




cient. Therefore, DSM programmes that promote energy efficiency in the new stock
coming on stream in the State, and especially such new stock asis supposed to remain
in the system for along period of time; such as new buildings, new manufacturing fa-
cilities, etc. will be preferred.

Considering the absence of well functioning energy efficiency “Market” in the Indian
as well as State context, encouragement will be given to DSM program designs that
provide sustainable benefits (market transformation). Inter alia, encouragement will
be given to DSM programme designs or programmes that :

0 enhance target consumer interest and inclination in adopting energy effi-
ciency, i.e., not only removes perceived barriers but goes beyond and moti-
vates consumers to adopt energy efficiency

0 enhance the interest and the willingness of the intermediaries such as the
banks to lend for energy efficiency , and

0 enhance emergence or development of sustainable energy delivery entities

Efficiency, effectiveness, equity are the implicit in key provisions of the EA-2003. To
maintain the same value orientation in the DSM activities, it will be ensured that all
DSM related activities and initiatives in the State will be guided by efficiency, effec-
tiveness and equity considerations. Thus it will be ensured that:

0 The DSM programmes taken up for implementation are cost effective, i.e.
pass the TRC test (efficiency),

0 Asfar aspossible the DSM programmes taken up for implementation do not
put undue burden on non-participants, i.e. passthe RIM test (equity)

0 As far as possible, DSM programmes are implemented for all segments or
consumer categories (equity)

o Waéll defined framework for DSM exists and that clarity of purpose, process,
procedures and roles exists (effectiveness)

0 Trangparency exists in all DSM processes, including DSM plan/programme
design, approval, appraisal, evaluation and monitoring (effectiveness)

0 To an extent possible, “extensive stakeholder consultation” will be an integral
part of all DSM related work in the State (effectiveness, equity)

Asfar as possible, design development and implementation of DSM programmes that
supplement National level efforts will be encouraged. Some of the examples of such
programmes could be: DSM programmes to promote/incentivise purchase of five star
appliances, DSM programmes to compliment national level initiatives to promote
CFLs (Bachat Lamp Y ojana) or promote energy efficiency in agriculture and munici-




pa water pumping, DSM programmes to supplement the incentives provided for
Chiller replacement under IDBI/ICICI Bank projects, etc.

While distribution licensees will primarily be responsible to develop & implement
DSM programmes; the Commission may direct distribution licensees to undertake
DSM programmes which may be socialy highly desirable but may not effectively
pass the conventional cost effectiveness criteria. The Commission will make re-
sources available for design, development and implementation of such programmes.
Example of such programmes in the Indian context would be the programme to pro-
mote energy efficient electronic ballasts as a replacement for magnetic ballasts in
fluorescent lamps. This measure has great potential to reduce evening lighting load
emanating from domestic consumers and hence a programme to promote the use of
electronic ballasts would be highly desirable, however, because of the low warranty
period of one year (a the maximum) for the electronic ballasts, the programme does
not become cost effective (TRC test), and is also not beneficial for domestic sector
consumers (participant cost test). Another example would be the replacement of exist-
ing T-12 and T-8 fluorescent lamps with energy efficient T-5 lamps.

As far as possible, the DSM programme portfolio (aggregation of all DSM pro-
grammes) of distribution licensees will be in line with “Needs’ of their consumers,
i.e. preference will be on “market driven” approach to DSM portfolio selection rather
than on “technology driven” approach, although “technology driven” approach is not
some thing that will be completely ruled out. For example, with the steep rise of tariff
for some consumer segments in the city of Mumbai, many of the consumer groups
such as Retail Owners' Association, Restaurant and Hotel Owners’ Association, Mul-
tiplex Owners Association, Association representing charitable Hospitals, Associa-
tion representing small shop and commercial establishment owners', etc. had ap-
proached the Commission for arelief in tariff. Such consumer segments, that have the
felt need to do something to reduce the electricity costs should form ready target
segments for DSM efforts of the distribution licensees, asthe DSM efforts directed at
such segments that have a“felt need” tend to be more effective.

Wherever opportunities exists for a collaborative working among distribution licen-
sees, the same will be encouraged

DSM programme development and design work will be done in collaboration with
the existing players (vendors, distributors, dealers, manufacturers, importers, ec.) in
the target industry/segments as existing players have a better and in-depth knowledge
about barriers, as well as better experience and knowledge about the existing market
conditions and hence have better knowledge and feel about what has been tried (to




overcome barriers), what has worked, what has not worked, what has better chances
of working, etc..

5. DSM Programmes Eligibility Criteria

The DSM programmes essentially consist of two components: energy efficiency (EE) and
load management (LM) - see Figure below. A third type of program that could be consid-
ered is fuel substitution (FS) where another source of energy is used in lieu of electricity.?
FS would lead to reduction in electricity demand at the same time it would also lead to
increased use of another energy source (for example, natural gas).

Demand-side M anagement

L i

Energy Efficiency Load M anagement Fuel Substitution

/\.

Peak Load Demand Response

M anagement /\

Dispatchable Non-Dispatchable

/\
Controlled by Controlled by
System Operator Customer

Figure: Classfication of DSM resour ces

EE is designed to reduce electricity consumption during all hours of the year, attempting
to permanently reduce the demand for energy in intervals ranging from seasons to years
and concentrates on end-use energy solutions.® LM is designed to change on-site demand
for energy in intervals from minutes to hours and associated timing of electric de-
mand/energy use (i.e. lowering during peak periods) by transmitting changes in prices,

2 One example of such a program is using LPG for water heating instead of electricity. Other sources of
energy such as solar would aso be part of such a program. However, this program affects other sectorsin
addition to the electricity sector. Hence, cost-effectiveness analysis will be relatively more compl ex.

3 A more accurate description of load reductions from EE would take into account the specific duration the
end-use application is using dectricity (e.g. lights are used only during evenings and nights and hence can-
not yield any savings during the day whilerefrigerators are used at al hours and hence yield savings during
all hours.)




load control signals or other incentives to end-users to reflect existing production and de-
livery costs.

LM resources can be further classified in two types - peak-load management (PLM) and
demand response (DR). PLM attemptsto “shift” load permanently (or during specific pe-
riods, e.g. summer season) from the peak period to off-peak period. A simple example of
PLM program is the time-of-use tariff (TOU).? In contrast, DR attempts to either “shift”
or “forego” electricity usage only during specific events (e.g. system emergencies, high
prices, etc.). In some years there may be many DR events while in others there may be no
DR events. Examples of DR programs include direct load control (DLC), interruptible
tariffs, critical peak pricing programs (CPP), and others.

From the perspective of the system operator, DR resources can be further categorized
with respect to digpatchability. Under “dispatchable’” DR programs, the system operator
triggers a DR event during which customers are expected to reduce load. The actual load
reduction can be controlled by either the system operator (e.g. cycling of air-conditioning
units via remote-control switches) or the customer (e.g. interruptible tariffs for large
commercial and industrial customers. In contrast, non-dispatchable DR programs do not
have any specific DR events that are triggered by system operators and the decision to
reduce load is taken solely by the customer. One example of a non-dispatchable DR pro-
gram is a real-time pricing tariff where high prices during a certain period may cause a
customer to reduce load.

5.1. DSM Programmes that MERC Will Support
In line with the components of the DSM described above, it is proposed that MERC will
support:

DSM programmes that promote or lead to efficient utilisation of electricity (EE) in
various end-uses and processes. Inter alia, MERC will support DSM programmes
that promote or lead to accelerated penetration or accelerated adoption of energy effi-
cient and/or energy conserving appliances, equipment, devices, processes, practices
and behaviour; and/or

DSM programmes that promote load management (LM) in the nature of peak load
management (clipping or shifting of peak load to off-peak periods) or in the nature of
demand response (DR); and/or

* TOU tariff consists of rate and/or price structures with different unit prices for use during different blocks
of time.
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DSM programmes that promote or lead to fuel substitution - substitution of electricity
with other fuels/forms of energy, including renewable energy, oil, gas or coal

In addition, considering that in India, distribution side of the electricity business is char-
acterised by many inefficiencies, including high losses, there is a view that improving
distribution system will be more beneficial to the consumers and the society at large than
DSM programmes, per se. In the Indian context, therefore, there is a need to integrate
distribution improvement with DSM. Accordingly, it is proposed that the MERC will
support DSM programmes that:

Promote or lead to efficient utilisation of electricity or load management or fuel sub-
stitution along with distribution improvement. For example, a feeder based agricul-
tura sector DSM project involving integration of initiatives to improve energy effi-
ciency of irrigation with distribution loss reduction initiatives (e.g. LT less distribu-
tion system)

In line with the proposed key policy objectives of MERC: “Reducing/differing the need
for generation, transmission, and/or distribution capacity additions’, and “Creating con-
sumer awareness about the need for energy efficiency (why) and how and where con-
sumers can save energy”; it is proposed that the MERC will also support DSM pro-
grammes that specifically:

Promote or lead to deferment of new distribution capacity (new lines, net work, sub-
station or transformer upgrades, etc.) creation by capturing the energy conservation,
energy efficiency improvement, load shifting (from peak), and load clipping (from
peak) potential in the consumer premises, essentially in various end-uses and proc-
esses for which consumer uses electricity.

Promote consumer awareness and education about why, how, when and where of en-
ergy efficiency and include activities such as energy audits, awareness campaigns,
training, demonstration projects, etc.

5.2. D3SM Programmes that MERC Will Not Support

MERC, however, will not support projects/programmes that are in the nature of:
Distributed generation — either renewable energy based or co-generation and/or tri-
generation projects,
Pure Co-generation or tri-generation projects,
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Pure renewable energy based generation projects (e.g setting up of wind farms
Energy conservation, energy efficiency improvement or load management (Peak load
shifting or peak load clipping) or distributed generation based co or tri generation
project that are internal to the distribution licensees

DSM programmes promoting or leading to energy conservation but not resulting in
energy efficiency enhancement (e.g. programmes to replace fluorescent lamps with
CFLY9)

6. Capturing Demand Side Resour ces

6.1. Existing Practice for capturing demand sSide resource

Hitherto, the choice of DSM programmes has been mostly ad-hoc and DSM programmes
that are perceived as providing “quick-win” gains in terms of savings are being proposed
or have been taken up for implementation. The important point to note here is that, pres-
ently, there are no yearly targets that are being specified and no long-term budget com-
mitments are being accorded for DSM activities. The existing process for capturing the
demand side resources is briefly described below (evaluation, measurement and verifica-
tion aspects not covered):

Distribution licensees prepare yearly DSM budget, comprising of two main compo-
nents. budget for DSM programmes and budget for administration and programme
development. The total DSM budget is included in the ARR for the next financial
year and submitted for approval to the Commission along with the Annual Perform-
ance Review (APR) Petition (thus DSM budget for the next year is submitted along
with ARR for the next year as part of APR petition which is normally submitted for
Commission’s approval at least 4/5 months before the “next year” isto commence)

The Commission examines the DSM budget and accords its approval®. The approval
is conditional for the “DSM Programme” part of the budget, for which the approval is
“in principle” with a caveat that the licensee shall submit to the Commission, detailed
information (costs, benefits, implementation arrangements, M&V plan, etc.) as may
be required by the Commission about each of the proposed DSM programmes and till
such time as the Commission scrutinizes and provides its approval, the licensee shall
not embark on any of the proposed or otherwise DSM programmes and that the
budget as approved by the Commission at the time of the detailed scrutiny will be the

®> The Commission, when it accords its approval for the ARR, it is considered that, by default, approval aso
stands accorded for the entire DSM budget
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budget that will be considered as final approved budget of the Commission for each
and every programme or activity that the Commission may approve after detailed
scrutiny.

As and when the licensee designs and develops the DSM programme, the same is
submitted to the Commission for final approval. The Commission examines it for cost
effectiveness and consistency of design and accords its approval. Once the Commis-
sion accords its final approval, the DSM programme is taken up for implementation.
At the end of the year, as part of the succeeding years APR petition, the approved
budget for the previous year is compared with the actual DSM expenditure during
that year and “truing up” is carried out and presented to the Commission for approval
as well as for adjustment, if any, during finalisation of the DSM budget for the suc-
ceeding plus one year. Thus, the truing up adjustment, if any, of the year say 2007-
08 isusually adjusted in the budget for the year 2009-10.

6.2. Future Approach for Capturing Demand Sde Resources

The present individual DSM programme based approach for capturing the demand side
resources is the result of absence of load research and basic planning data. With steps
having been initiated for undertaking load research and building the necessary data base,
and with distribution licensees in the State gaining experience and knowledge in the
DSM areg, it is envisaged that in future a move will be made towards adopting more effi-
cient target based approach for capturing the demand side resources, wherein the focus
will not be on individual programmes but portfolio of DSM programmes, referred to col-
lectively as DSM Plan.

Under this approach, targets will be specified and DSM plan based on multi-year plan-
ning horizon will be prepared to meet the specified target. The term of the plan could be
any suitable period and it could coincide with the corresponding five year multi-year Tar-
iff term. At the beginning of the multi-year planning cycle, the Commission will accord
approval to the DSM Plan. It is envisaged that the DSM Plan will contain prioritisation
and implementation schedule for each DSM programme in the Plan, which will form the
basis for deriving aggregated (aggregate of the entire portfolio of DSM programmes in
the Plan) year wise schedules for funds requirement, and DSM plan achievements in
terms of savings or shifting/reduction of peak load. The aggregated year wise funds re-
quirement and achievements will then be the annual DSM budgets and annual targets,
respectively. Here the annual budget & target setting process will essentially be in the
nature of refinements and adjustments to these budget and target figures approved at the
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beginning of the planning cycle to account for changes, if any, in market conditions and
learning.

6.3. Transition Period

The necessary condition for changing from the present individual DSM programme based
approach to future multi-year DSM plan based approach for capturing demand side re-
sources is that sufficient load research data exists and that sufficient knowledge exists
about the extent of demand side resource available in the State in terms of quantum (how
much is available?), costs (what isits cost?) and timing (when is it available?). It isalso
necessary that data on parameters such distribution licensee long term/short term
“avoided costs” exists.

Although a beginning has been made to satisfy the necessary conditions as mentioned
above, it is envisaged that it would take a year or two for al the distribution licensees in
the State to have the necessary data/information to be able to change over from the exist-
ing individual DSM programme based approach to future multi-year DSM plan based
approach. As against this, the next five year multi-year tariff term is scheduled to start
from April 2010. It will thus not be possible to change over to the DSM plan based ap-
proach along with the next multi-year tariff term starting from April 2010. It is thus en-
visaged that the present individual DSM programme based approach for capturing de-
mand side resource will continue till the end of year two of the next multi-year tariff
term, i.e. till the end of year 2011-12. After which, there will be a change to DSM plan
based approach. By the end of year 2011-12, however, the next multi-year tariff term will
have only three years left. The first DSM plan therefore will have atime horizon of three
years, i.e 2012-13 to 2014-15.

7. Administrative Structure, Roles and Responsibilities

7.1. Present Sructure
Presently, the three main stakeholders in the administration of DSM activities in
the State are the Commission, the distribution licensees and the official consumer
representatives (CRs) of the Commission, as notified under Section 94.3 of the
EA-2003.

Besides providing overall policy direction, the Commission is engaged in following DSM
related activities:
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Appraisal of individual DSM programmes,

Approval for DSM individual programmes and yearly DSM budgets,

Arranging training and capacity development of distribution licensees,

Periodic review & monitoring of approved DSM programmes,

Evaluation of completed DSM programmes,

Preparation of guidelines/regulations and DSM regulatory framework, and

Work related to memorandum of understanding between the MERC and the Cali-
fornia Public Utilities Commission, the California Energy commission (CEC),
and Lawrence Berkeley National Laboratory (NABL).

Besides being engaged in development and implementation of pilot DSM projects and
programmes, presently, the distribution licensees are also engaged in general develop-
mental activities such as load research and consumer surveys.

The CRs are contributing to the appraisal process of individual DSM project and pro-
gramme proposals submitted by the digtribution licensees by providing comments, and
suggestions. CRs have also been involved in the evaluation of completed pilot DSM pro-
jects and programmes.

7.2. DSM Activities for Effective Administration and Management of DSV Under
Multi- Year DSV Planning Regime

Based on more than three decades of DSM programme development, design, implemen-

tation and evaluation experience in North America and Europe, it is envisaged that, in the

Indian and the State context, following major DSM related activities will need to be per-

formed for effective administration and management of DSM activity in the State under

the multi-year DSM planning regime:

Determining overall DSM policy direction, goals and priorities

Development and issuance of guidelines and regulations for DSM administration
Regulatory framework for DSM

DSM Plan preparation guidelines

DSM plan requirements’ regulations

DSM programme design guidelines

DSM programme requirements’ regulations

DSM plan and programme cost effectiveness assessment regulations

© O O O O
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DSM Plan and individual programme level reporting requirements regula-
tions/guidelines

DSM Plan level & individual programme level monitoring requirements
regulations/guidelines

DSM plan level and individual programme level evaluation, measurement and
verification (EM&V) requirements regulations/guidelines

Load research & consumer survey

Load forecasting and forecasting of load profiles

0]
0]
0]
0]
0]

Aggregate system level
Segment Level
End-Use Level
Technology level
Equipment level

Conduct of DSM and Demand Response Potential Studies
Integrated resource planning (IRP) exercises

Setting short- and long-term DSM targets (e.g., KWh, MW)
DSM Plans:

(0]

DS

O o o o o o Z oo o o o

(0]

Preparation

Appraisa

Approval

Plan level Monitoring

DSM Plan level reporting

Plan level Evaluation, measurement and verification

Programmes:

Design of Programmes

Preparation of DSM Programme Document

Appraisa

Approval

Individual programme level Monitoring

DSM individual programme level reporting

Individual programme level Evaluation, measurement and verification

Annual work plan

0]
0]

Preparation of DSM Plan level annual work plan & its approval
Preparation of DSM programme level annual work plan & its approval

DSM Budgets:
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0 Preparation of yearly budgets
o0 Scrutiny and examination of yearly budgets
o Approva of yearly budgets
DSM programme level dispute resolution
Development of DSM related centralised information system and data base to aid
DSM planning, programme design, cost effectiveness assessment, EM&V
o0 Inventory of DSM programmes, costs, achievements, lessons learned
0 DSM measure wise estimation of deemed savings, costs and timing
0 Avoided costs — generation, transmission and distribution
Maintenance of DSM related centralised information system and data base
Research and analysis in support of :
0 Development of data base and information system;
Development of guidelines/regulations
Conduct of potential studies
Development of innovate Tariff offerings to foster energy efficiency
Refinement, adjustment and development of DSM policy goals, priorities, tar-
gets, funding levels, etc.

o O O O

Development of DSM programmes that are socially highly desirable but otherwise do
not meet the conventional cost effectiveness criteria, and approval of funding ar-
rangement and funding for such programmes

7.3. Future Proposed Sructure for DSM Administration & Management

Looking at the activities that would need to be performed for effective administration and
management of DSM under multi-year DSM planning regime and comparing them with
what is being done at present (Section 7.3), it is evident that the scale and scope of DSM
work will expand far more than the present scale and scope of DSM work. Learning from
the experience gained in North America and Europe, it is envisaged that the DSM ad-
ministration structure in the State will have to be strengthened by creating and assigning
specific role to the following two entities’:

Inter-Utility Working Group (IUWG), and

® The creation of two entities, their possible role and composition was first suggested by Prayas Energy
Group, Pune and in particular by Mr. Girish Sant of Prayas Energy Group in their short Paper entitled
“Suggestions for Inter-Utility Organizational Structure to Promote DSM Programs in Maharashtra” that
was circulated during a DSM coordination meeting hed at MERC in September 2008. Most of the materia
presented with respect to the two entities is a direct ‘draw/quote’ from this short paper of Prayas Energy
Group, Pune
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DSM Consultative Committee (DSM-CC)

It is envisaged that the above two erntities, together with the major existing players, i.e.
MERC, the distribution licensees and the CRs, will be the key players in the administra-
tion and management of the DSM effort in the State in future. It is envisaged that the
Commission/MERC will continue to provide overall policy direction and oversight to the
DSM effort in the State. The distribution licensees will continue to develop, design, and
implement DSM programmes/programme portfolio. The DSM —CC, it is envisaged will
play an advisory role and will mainly assist the Commission in its policy direction and
oversight work. The lTUWG will facilitate the DSM effort in the State and it is envisaged
that it will be involved in both, the developmental and the operational work. The CRs
will continue to provide comments and suggestions on the DSM programmes and pro-
gramme portfolios, but they will also play an expended role of assisting the Commission
(as part of DSM-CC) in policy direction and oversight work. More specificaly, it is en-
visaged that the players in the DSM effort will have responsibilities as described below:

7.3.1. MERC
Broadly, the MERC, it is envisaged, will be responsible for the following:

Provide policy direction to the DSM effort in the State by developing and implement-
ing aregulatory framework for DSM, which it will review periodically for keeping it
current and in line with changing needs and requirements. Such a framework will be
developed under extensive stakeholder consultation process
Provide oversight to the DSM effort in the State and will be responsible for:
0 Development of programmes that are socially highly desirable but are not cost
effective under the conventional definition of cost effectiveness,
Appraisal and approval of five year DSM Plan
Prescription of cumulative DSM Plan targets
Approval of annual DSM budgets
Prescription of regulations/guidelines/rules with respect to:
§ DSM plan preparation/DSM programme design
§ DSM Planlevel / DSM programme level appraisal and approval proc-
ess and procedure
§ DSM Plan level /DSM programme level monitoring & reporting re-
guirements
§ DSM Plan level /IDSM programme level EM&V requirements

o O O O
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§ DSM resources, i.e. DSM measure deemed savings, their costs, and
their timing (when will they be available during the day/season, etc.)
etc.

0 Conducting DSM Plan level periodic review

o Conducting DSM Plan level EM&V
Oversee following DSM related work (may not actually be deeply involved in the ac-
tual planning & implementation of the work, but the work will be done under overall
guidance of MERC)

0 Research and analysistask (see section 7.2)

o0 Development of guidelines/regulation / rules

o0 Conduct of DSM and demand response potential studies

o0 Development of centralized information system and data base
Work related to MOU between MERC and the CPUC, CEC and the LBNL

7.3.2. Distribution Licensees
It is envisaged that the distribution licensees, in the main, will be responsible for follow-
ing work:

Load research and consumer surveys
IRP exercises
Load forecasting and DSM baseline development
Own capacity development through training
DSM Plan preparation
DSM Programme design
Y early Budget preparation & filing of the same with MERC for approval
Annual work plan preparation & filing of the same with MERC for approval
I mplementation of MERC approved DSM plans and programmes
Fulfilling Annual reporting requirements as may be prescribed by MERC guidelines/
regulations
Setting up DSM programme level dispute resolution mechanism and resolution of
disputes, if any
Performing DSM plan and programme level EM&V as may be prescribed by MERC
guidelines/ regulations
Providing inputsto:
o Centralised Information system/ database development work
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0 Research and analysiswork,
o0 DSM and demand response Potential studies
0 Load forecasting model development efforts

7.3.3. Inter-Utility Working Group (IlUWG)
As mentioned earlier, it is envisaged that IUWG will facilitate the DSM efforts in the
State by bringing synergies in programme design, incentives and EM&V. [TUWG, it is
envisaged will be particularly advantageous for programmes aimed at market transforma-
tion, e.g., in provision of rebates to manufacturers.

It is proposed that the IUWG, which would essentially be an entity jointly “owned” by
the distribution licensees of the State, could be in the nature of an organization with its
own separate office and staff, to be headed by a Director who will be responsible for day-
to day functioning of the IUWG. The Director and other staff of IUWG could be the “de-
puted” staff from the distribution licensees, or they could also be direct recruits. It isen-
visaged that the Director of IUWG will work under the overall supervision of the Steer-
ing committee which will comprise of the representatives of the distribution licensees in
the State at a suitable level of seniority. It is envisaged that IUWG Steering Committee
will meet frequently, possibly once every month.

It is envisaged that lUWG, in the main, will perform following tasks:

Research and analysis work:

0 Development of data base and centralised information system development;

o0 Development of guidelines/regulations

o0 Conduct of DSM and demand response potential studies

o0 Development of innovate Tariff offeringsto foster energy efficiency
Coordinate common programs across distribution licensees (common procurement,
common specifications for equipment/technology)
Provide assistance to the digtribution licensees in Plan preparation and programme
design
Training/capacity building within distribution licensees
Maintain centralized information system and data base
Conduct market research, consumer surveys in collaboration with distribution licen-
sees
On going DSM Plan/programme monitoring and EM&V
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Act as platform for:

0 Sharing of experience with respect to the entire DSM cycle, comprising DSM
Cell establishment, DSM Cell Training, DSM Plan preparation, load research,
IRP, DSM programme design, implementation, monitoring, review and
evaluation.

0 Interaction and coordination with the Commission and/or MOU partners
CPUC, CEC and LBNL

o Joint Development of incentive programmes, especially for energy efficient
(CFLs) and gtar rated products
Sharing of experience with respect to EC/EE vendors, consultants, contractors
Joint interaction with financiers and bankers
Joint development/running of: Awareness campaigns, awareness activities, es-
tablishment and running of EC/EE Centres, Joint Organisation of Consumer
interaction sessions, Exhibitions, etc.

o0 Development of Case studies, consultant/vendor directories, technology, films

7.3.4. DSM-CC

As mentioned earlier, DSM-CC is envisaged to be an advisory body that will mainly as-
sist the MERC in overseeing promotion of DSM. It is proposed that it should comprise of
senior most level representatives from each of the distribution licensees. In addition, it
should also have representation from MERC appointed CRs. One expert each from DSM
and/or energy efficiency, finance and ESCO area could be invited to join this Committee
by MERC. The MERC Executive Director/Director could coordinate the DSM —CC. The
DSM-CC could meet once every quarter, to review development of DSM and advise ac-
cordingly.

8. DSM Funding, Targets and Budgets

8.1. Funding Source

From the experience world over, it is seen that the funding for DSM activities essentially
comes from the consumers of the utilities. Once the DSM targets are set, the DSM pro-
grammes to meet these targets are identified and the corresponding funds required for
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implementing these programmes are determined. The required funds are collected from
the consumers of the utility by either of the below mentioned methods':
A rate surcharge, such as the “system benefit charge or societal benefit charge (SBC)”
or Public Goods Charge (California). These surcharges are typically mandated by leg-
islation and are charged as percentage of utility revenue and are collected from con-
sumers either as percentage of their bills or as per unit charge, and
The utility’s overal rates, i.e. the DSM funds requirement/budget is included in the
utility’ s annual revenue requirements (ARR)

MERC has adopted the second approach. Thus MERC has allowed the distribution licen-
sees in the State to recover all costs incurred by them in any DSM related activity, includ-
ing planning, designing, implementing, monitoring and evaluating DSM programmes, by
adding these costs to their annual revenue requirement (ARR) to enable their funding
through tariff rates. It is envisaged that MERC will continue with the present practice of
DSM funding through the ARR. However, since the DSM costs are being paid for by the
consumers through tariff rates, it will be necessary to qualify that MERC will fund cost
effective DSM activities and not any DSM activity, with cost effectiveness being as-
sessed as per guidelines developed by MERC.

The funding source for the DSM activities for the distribution licensees in the State,
therefore, will continue to be their respective ARRs. Through the ARR, unless otherwise
stated, only cost effective DSM activities (cost effectiveness assessed as per cost effec-
tiveness assessment guidelines developed by MERC) will be funded.

8.1.1. Funding for IUWG and DSM-CC

In the section on administrative structure, it has been proposed that two new entities,
namely, the [UWG and DSM-CC be created for effective administration and management
of DSM in the State. Since IUWG is essentially an organisation that is to be created by
the distribution licensees in the State, it is envisaged that the funding for IUWG will
come from the distribution licensees. It is also envisaged that all the distribution licensees
in the State will equally share the yearly budget requirement of IUWG. Thus, each licen-
see will claim the apportioned part of their IUWG budget liability by including the same

" Utility’s power supply procurement budgets are al so funding some of the DSM efforts, such asin Califor-
nia, where, over and above the targets set by the CPUC, the utilities are encouraged to acquire Demand
Side Resources (through competitive DSM bidding or Standard Offer DSM resource acquisition pro-
grammes) out of their power procurement budgets
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in their respective ARR. As far as funds requirement for DSM-CC is concerned, it is en-
visaged that the funds requirement will be entirely funded out of MERC'’ s own budget.

8.2. DSM Funding Levels, DSV Targets and Yearly Budgets

DSM targets and funding levels are interrelated, as one determines the level of other. For
the sake of clarity, it is clarified here that DSM targets are being considered as savings
obtained as a result of DSM (yearly and cumulative over a planning horizon) in kWh
and/or MW terms, while funding levels are in rupee terms and indicate the rupee amounts
available for whole of the DSM efforts of the distribution licensee (yearly and cumulative
over the planning horizon).

Study of the practices being followed in North American gas utilities® shows that in most
utilities it is the funding level that is determined first and this is followed by a target set-
ting process. The study also indicates that the funding level it self is determined by con-
Siderations such as “what is reasonable” and/or “what is available” through the funding
mechanism. The study further indicates that, once the funding levels are set, the utilities
either seek to maximise DSM targets by following some form of competitive bidding for
DSM programme design and/or délivery or by following the process that can loosely be
characterised as “ do the best you can with the available funds” as determined by total
Resource Cost Tedt or Societal Cost Tedt, i.e. utilities seek to implement all cost effective
DSM programmes within the available funds and the DSM target then becomes the ag-
gregate of savings expected from all programmes that utilities seek to implement.

A more recent study® has categorised the practices being followed by different North
American jurisdictions (States in USA and Provinces in Canada) in setting the electric
energy efficiency™ funding levels into seven broad approaches as mentioned below:

Setting DSM funding level based on:
i. Cost effective DSM potential estimate
ii. Percentage of utility revenue
iii.  Mills/lkWh of utility electric sales

8“DSM in North American Gas Utilities”, Report by IndEco Strategic Consulting Inc. & Navigant Consult-
ing Limited. The Report was prepared for Enbridge Gas Distribution; April 2004.

® “Demand Side Management: Determining Appropriate Spending levels and Cost-Effectiveness Testing”,
A Report prepared by Summit Blue Consulting LLC and The Regulatory Assistance Project (RAP). The
Report Prepared for Canadian Association of Members of Public Utility Tribunals (CAMPUT), June 30,
2006.

10 Approaches to load management and demand response funding are not included here
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iv. Levelsset through Resource Planning Process

v. Expenditure set through the restructuring process
vi. Projected load growth
vii. Case-by-case approach

Out of the seven approaches mentioned above, it is seen that in the case of approaches
listed at “i., iv. and vi.”, some kind of DSM targets (savings in kWh and/or MW terms)
are first set and the funding required for meeting these physical targets are worked oui.
The actual funds come from the SBS and/or public goods charge and/or rates and/or
power procurement budgets. In the case of approaches listed under “ii. and iii.” above, it
is the funding level that gets determined first and then what ever best that is (best DSM
options) possible to be implemented within the available funds is determined, which in a
sense can be looked upon as the physical target in kWh and MW terms . In the case of
approach listed at “v.” above, year wise funding levels for the entire planning horizon are
specified (e.g. in New York, the funding level has been set at US $ 175 million per year
from 2006-11) and then, just as in the approaches listed at “ii. And iii.” above, whatever
best that is (best DSM options) possible to be implemented within the available funds is
determined.

The study also indicates that, whatever the approach, it is generally seen that the present
energy efficiency funding level for a number of major utilities and jurisdictions vary be-
tween 2 % to slightly above 3.3 % of their respective revenues. The study also indicates
that even after spending as much as 3.3 % of the annual revenues on yearly DSM activi-
ties, many of the jurisdictions in North America could not fully exploit all the cost effec-
tive DSM potential that was available in the respective jurisdictions. Acknowledging that
there are several considerations that go into the DSM target and funding level determina-
tion process’™, the study recommends that a minimum expenditure of 1.5% of annual
revenue may be appropriate with a ramping up to a level near 3%, and that higher per-
centages may be warranted if there is expected to be rapid growth in electric demand or
an increasing gap between demand and supply.

" For example, as mentioned in the study: resolving conflict between wanting to exploit all cost effective
energy efficiency potential and concern about the resulting immediate effect on rates. Or the consideration
that when the funding level is se administratively as in approach “v.”, energy efficiency is disconnected
from other resources that are serving consumers and programme becomes like a government programme, in
which managers get a budget and do their best to manage within it, without necessarily considering funda-
mental questions about the size and purpose of the programme
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As can be seen from the foregoing discussion, there is no one method for arriving at
DSM targets and funding levels and that different jurisdictions in North America have
been following different approaches.

8.3. DSM Funding level, DSM target and budget in the context of MERC

Looking at the North American experience, one of the following three approaches can be

followed for fixing DSM targets and funding levels in Maharashtra:
Set DSM targets in kWh and or kW terms and then make the necessary resources
available through the ARR, irrespective of the level of resources required. Thiswould
be some what similar to what is being followed in California, where KWHkW targets
are specified (about 90% of the all available cost effective potential is targeted) and
then resources are made available to meet the targets specified.
Set the funding level and then identify most optimal portfolio of cost effective DSM
programmes that can be accommodated within the available funding and the DSM
target then becomes the aggregate of savings expected from all programmes in the
“optimal” portfolio. Here the most optimal portfolio could be identified by maximis-
ing aggregate savings (aggregate of all cost effective DSM programmes in the portfo-
lio) or maximising aggregate NPV (TRC test NPV) or maximising aggregate demand
savings, etc. subject to over all funding level asthe constraint.
Set DSM targets in kWKW terms, but also set a cap on the funding level that will be
made available for meeting the target. Since there will be a cap on the funding level
available for DSM, this approach will ensure that the consumers are not unnecessarily
burdened due to DSM.

Given that the approved annual revenue requirement of the distribution licensees in the
State has been going up at the rate of 16% compounded per annum for the past 3 years, it
may not be feasible at this stage to adopt first of the above mentioned approach for set-
ting DSM targets and funding levels as DSM without resource cap (as the first approach
proposes) may put unacceptable (unacceptable to the consumers) burden on the consum-
ers. Clearly, in the context of Maharashtra, unlike in California, there will need to be
some sort of cap applied on the funding level available for funding DSM programmes, as
otherwise, running and implementing DSM activities may put undue burden on the con-
sumers, who are aready seeing about 16% per year rise in their average tariffs. Consider-
ing this and also considering the DSM infrastructure and capacity constraints (non-
functioning energy efficiency market, lack of trained utility personnel, lack of qualified
DSM consultants, contractors and ESCOs, etc.) that exists in the Indian and Maharashtra
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context; it is proposed that MERC need only consider the second and the third of the
above mentioned approaches for deciding about DSM targets and funding levels.

The second and the third approach mentioned above will yield similar ‘ outcome’ (DSM
programmes that get included in the ‘optimal” portfolio) if it is sought to maximise the
savings and the funding level set under option two and the budget cap level set under op-
tion three are similar. However, if it is sought to maximise the NPV (TRC test NPV as
NPV as determined under TRC test is the actual benefit for the licensee and its consum-
ers), the ‘outcome’ with the two approaches will be different as, under the second of the
above approaches, the maximisation sought will have funding level as the sole constraint,
while under the third of the above approaches, the maximisation sought will have, apart
from funding level, the DSM target specified (savings in kWh or kW) as another con-
straint, i.e. minimum of the target specified to be achieved. The second of the above men-
tioned approaches proposes fixing of the funding level first. This is likely to be a major
shortcoming as the focus under this approach is likely to be more on funding level avail-
able and on spending the funds available, rather then on achieving the savings in terms of
kWh or kW. Since ultimate goal of DSM isto achieve measurable reduction in demand in
cost effective manner (and without reducing the level of service to the consumer), MERC
should adopt the third of the above mentioned approaches, i.e. set the DSM target in
terms of savings in kWh and/or kW, but also put a cap on the funding that will be avail-
able for DSM.

To set DSM targets in kwWh or kW terms, inputs from some sort of resource planning ex-
ercise or inputs from DSM and demand resource (DR) potential studies are required. In
the context of Maharashtra, the DSM or DR potential determination studies are yet to be
designed, and there are limitations on data available for carrying out basic resource plan-
ning exercise. It is, however, envisaged that, over the next 2/3 years, the licensees in the
State will have the necessary DSM/DR potential data as they would have conducted the
required studies and exercises.

Since no potential studies have been conducted as yet, it is not possible to specify any
specific number as target for yearly/cumulative savings at this juncture. However, it is
envisaged that the Commission, in consultation with the DSM-CC and other stake-
holders, will specify DSM targets for the Plan period (proposed to be five year) and will
also specify the cap on the funds that will be available. Considering the recommendations
as regards to funding levels as mentioned in the previous section, and present level of

26




DSM preparedness in the State (which varies between the distribution licensees in the
State — some are far ahead, while some are yet to begin), it is proposed that annual fund-
ing level for DSM be capped at 1.5% of the annual revenue of the respective distribution
licensee. The approved revenue requirement of the State distribution licensees for the
year 2008-09 is about Rs. 34,000 crore, it can thus be seen that the total funding available
for DSM would be sufficient and that funding (of DSM) to the up to a level of 1.5 % of
the revenue will not unnecessarily burden the consumers.

It is thus envisaged that the distribution licensees in the State will be given a five year
DSM target (Cumulative savings to be achieved, the sum of yearly targets could be more
than the cumulative saving target for the Plan period — see Annex 1 for explanation). The
licensees will prepare five year (proposed DSM planning horizon) DSM plan (aggrega
tion of individual DSM programmes) to meet this given cumulative target with funds
availability capped at 1.5 % of the anticipated/estimated five year distribution licensee
revenues. It is also envisaged that all such cost effective DSM programmes that meet the
specified target within the available funding will be included in the five year DSM plan.
It is envisaged that the funding level cap of 1.5 % a the maximum of the antici-
pated/estimated five year distribution licensee revenues, will not be applicable on year to
year basis but rather will be applicable for the entire five year plan period. Thus it will be
possible for the distribution licensee to spend more or less than the “cap limit” in some
years of the five year plan period, provided the total funding level for the Plan period of
five yearsiswithin the “cap limit”.

As mentioned earlier, it is envisaged that the DSM Plan will contain prioritisation and
implementation schedule for each DSM programme in the Plan, which will form the basis
for deriving aggregated (aggregate of the entire portfolio of DSM programmes in the
Plan) year wise schedule for funds requirement, and aggregated year wise schedule of
DSM plan achievements in terms of savings or shifting/reduction of peak load. The ag-
gregated year wise funds requirement and achievements will then be the annual DSM
budgets and annual DSM targets, respectively. These annual DSM budgets and targets,
determined and approved at the beginning of the planning cycle will be revisited during
the Annual Performance Review essentially to seeif any refinements and adjustments are
required to these budget and target figures (approved at the beginning of the planning cy-
cle) on account of changes, if any, in market conditions and learning.

8.3.1. Funding for DSM Activities Other Than DSM Plan implementation
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It is envisaged that the funding level so determined will be the funding that is available
for implementing approved DSM Plan comprising of individual DSM programmes. The
distribution licenses, however, will require additional funding for carrying out other DSM
activities such as load research, consumer surveys, DSM Cell expenses, DSM plan and
programme development activities, research and analysis, funding of IUWG, conduct of
potential studies, training & development, etc. It is envisaged that the funding required
for meeting such costs will be over and above the funding that is available for implemen-
tation of the DSM plan and programmes contained therein. A report'? by Energy Centre
of Wisconsin mentions that the total administrative costs (of DSM) can be expected to
range between 10% and 15% of the total portfolio costs depending on the existing capa-
bilities of the administering entity and the level of evaluation activity. It is therefore pro-
posed that the funding for DSM activities other than DSM plan/programme implementa-
tion, be capped at the level of 15% of the funding level for DSM plan/programme imple-
mentation (which has been proposed to be capped at 1.5% of the distribution licensee
revenues).

8.3.2. Budget for Load Research & Consumer Surveys Not to Be Included in DSM
Budget

Since load research and consumer survey are important activities and since load re-
search/consumer survey outcomes are an important input to DSM design, monitoring and
evaluation work, it is indeed necessary that distribution licensees carry on with these ac-
tivities on a continuous basis. Also, since the Commission has directed™ that load re-
search be undertaken as an integral part of the operation of the distribution licensees, it is
proposed that load research and consumer survey activities be treated as distribution li-
censee routine activities and not as DSM activities and hence be altogether excluded from
DSM budget/funding allocations. Thus, it is envisaged that funding for DSM activities
other than DSM plan/programme/project implementation (capped at 15% of the funding
level for DSM plan/programme implementation) will not include funding for load re-
search and DSM related consumer survey work, and that load research and consumer
survey work will not be funded out of DSM budget but will be funded through the ARR
as any normal activity of the distribution licensee.

12 “Indiana DSM Investigation Report: Report on Current Programs and Future Directions”; Prepared by
Energy Centre, Wisconsin for Indiana Utility Regulatory Commission for their case IURC Cause No.
42693; April 2007.

3 MYT Tariff Orders of distribution licensees in the State, issued in April/May 2007

28




It is envisaged that the distribution licensees in the State will also include funding re-
quirement for DSM activities other than DSM plar/programme implementation (capped
at 15% of the funding level for DSM plan/programme implementation) in the five year
(proposed DSM planning horizon) DSM plan, with funding requirement for each year of
the five year plan shown separately. It is envisaged that the cap of 15% of the funding
level for DSM plan/programme implementation will not be applicable on year to year
basis but rather will be applicable for the entire five year plan period. Thusit will be pos-
sible for the distribution licensee to spend more than the “cap” level in some years of the
five year plan period, provided the total funding level for the Plan period of five yearson
DSM activities other than DSM plan/programme/project implementation is not more than
the applicable “cap”. These annual funding levels as indicated in the Plan will be ap-
praised and approved at the beginning of the planning cycle and they then will become
the annual budgets for DSM activities other than DSM Plan/programme implementation,
and will be revisited during the Annual Performance Review, essentially to see if any re-
finements and adjustments are required to these budget figures (approved at the begin-
ning of the planning cycle) on account of changes, if any, in market conditions and/or
changes if any in administration and management of the DSM within the distribution li-
censee.

8.3.3. Allocation of Funds for Consumer awareness, Equity and Sustainable Benefits
As stated in the policy objective and guiding principle sections, MERC accords signifi-
cant importance to creating consumer awareness about the need for energy efficiency
(why) and how and where consumers can save energy. MERC also accords substantial
importance to DSM programme designs that provide sustainable benefits (market trans-
formation) and is keen to ensure that all DSM related activities and initiatives in the State
are guided by equity considerations, besides efficiency and effectiveness considerations.
To give effect to the Commission’s concerns regarding consumer awareness, equity and
sustainable benefits, it is proposed that certain portion of the total funding available for
implementation of DSM Plan/programme is set aside for DSM programmes that help in
enhancing equity considerations as well as consumer awareness and market transforma-
tion type DSM programmes. In particular, given the varying degree of DSM preparedness
among State distribution licensees, it is proposed that between 10% (at the minimum) and
20% (at the maximum) of the total funding for DSM Plan/Programme implementation be
reserved for following types of DSM programmes:

Market transformation (see definitions section) DSM Programmes

DSM Programmes that:
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0 Promote consumer awareness and education about why, how, when and where
of energy efficiency and include activities such as:
§ Energy audits,
§ Awareness campaigns,
§ EE and LM demonstration projects,
§ Traning programmes, seminars, workshops, round tables, confer-
ences, business exchange meets (buyer-seller meets)
§ Establishment of permanent display/demonstration centres cum model
“green’/ ultra energy efficient buildings (buildings that go beyond
ECBC — Energy conservation Building Codes)
DSM Programmes for “hard to reach” (see glossary section) consumers
DSM Programmes for consumers below poverty line/consumers consuming less than
100 units per month (generally considered as low income consumers)

8.3.4. Funding of DSM Programme Implementation out of the Power Procurement
Budget

In addition to the implementation of DSM programmes taken with separate budget that
will be earmarked for DSM Plan implementation, the distribution licensees in the State
can take up additional implementation of DSM programmes with funds available under
the power procurement budget. Section 23.2.d of the MERC’s Tariff Regulations states
that the long term power procurement plan of the distribution licensees shall comprise
measures proposed to be implemented as regards energy conservation and energy effi-
ciency. Although the Commission, since the first MY T Tariff Orders of April/May 2007,
has been penaising the distribution licensees in the State for not meeting the require-
ments as stated under Section 23.2.d of the tariff regulations (penalty is being levied at
the rate of 2% of the total cost of the “costly power” purchased by the distribution licen-
sees); hitherto, no distribution licensee has considered demand side resources (energy ef-
ficiency or energy conservation) in their power procurement plans

To facilitate DSM potential exploitation over and above what is possible under the DSM
budget and to avoid imposition of penalty by the Commission for not complying with
Section 23.2.d of MERC's Tariff Regulations, the distribution licensees in the State can
make use of the power procurement budget for acquiring DSM resources under “ standard
offer” or “competitive bidding process’ (see glossary section). It is therefore proposed
that the distribution licensees be asked to gear themselves up for procuring DSM resource
viathe DSM acquisition route (standard offer or competitive bidding) to the extent of Rs.
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10 crore per year, from their respective power purchase budgets, starting from first year
of the next MYT cycle, i.e starting from year 2010-11, and linearly rising to alevel of Rs.
20 crore per year in the fina year of the next MYT cycle, i.e. Rs. 20 crore for the year
2014-15.

9. DSM Plan, DSM Programme and DSM Annual Work Plan

As proposed in Section 6.2, a move will be made towards adopting more efficient target
based approach for capturing the demand side resources, wherein focus will not be on
individual programmes but portfolio of DSM programmes, referred to collectively as
DSM Plan. Under this approach, every distribution licensee in the State will prepare
DSM plan based on five-year planning horizon. The term of the plan will coincide with
the corresponding five year multi-year Tariff term. At the beginning of the five year cy-
cle, the Commission will accord approval to the DSM Plan.

9.1. DSM Plan Document

It is envisaged that every distribution licensee in the State will prepare a five year DSM
plan and submit it for the approval of the Commission. Annex 2 provides description of
general elements that the DSM Plan document will be required to contain.

9.2. DSM Plan Approval Process
Process as described below is proposed for according Commission approval for the DSM
Plan:

The term of the plan will coincide with the corresponding five year multi-year Tariff
term

The Commission will set the five year DSM Plan targets and convey the targets to the
respective digtribution licensee at least 18 months before the commencement of the
next five year Plan period

The DSM Plan will be submitted to the Commission at least nine months before the
commencement of the next five year multi-year Tariff term. Thus, for example, if the
next five year multi-year Tariff term is to commence say from April 2012, the DSM
plan will have to be submitted to the Commission by end June 2011.

The distribution licensee will have to submit the Plan in both, hard copy version (Six
copies) and soft copy version.
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Between four and six weeks of the submission of the DSM plan for Commission’s
approval, Commission will hold Technical Validation Session (TVS) for the Submit-
ted Plan in presence of DSM-CC Members.

Within one week of the TV'S, the Commission will send the “minutes’ of the TVSto
the distribution licensee. Thereafter the licensee, after resolution of all the issues con-
tained in the “minutes’ of the TVS, will resubmit the revised DSM Plan to the Com-
mission within three weeks.

A public hearing process will be followed for the approval of the revised DSM plan
submitted by the licensee as per the Commission’s standard procedures with regard to
Public Hearing

After the public hearing, the Commission will accord approval to the DSM plan
through a written Order of the Commission.

9.3. DSM Programme Document

After approval of the DSM plan after public hearing, the distribution licensee will pre-
pare, for all DSM programmes included in the approved DSM plan, a “DSM Programme
Document” (PD). The PD will be required to include the general elements as per the de-
tails provided in ANNEX 3. This PD will guide implementation, monitoring, review etc.
of all the approved individual DSM programmes contained in the Plan.

9.4. DSM Annual Work Plan

Once the DSM plan is approved, the licensee will work out the first year work plan and
include it in the APR petition of the licensee. The first year budget should be reflected in
the Annual Work Plan. The budget reflected in the Annual Work Plan will be carried
over to the ARR for the next year, which as per practice, is submitted along with the APR
petition. The DSM Annual Work Plan will have information about the following for the
year concerned:

The achievements to be accomplished in the year (in terms of savings, participa-
tion rates of consumers, trade ally participation, etc), both individual programme
wise and programme portfolio wise (i.e., a Plan level)

Activities and outputs to be accomplished (individual programme as well as port-
folio wise/Plan level), including time line for the same

Schedule of resources required (budget, manpower, infrastructure, organisation)
Elaboration of responsibilities of various stakeholders in the DSM programme
implementation and the distribution licensee DSM effort
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Adjustments and refinements if any in approved programmes and budgets, if any,
with proper description of the nature of refinements and adjustments sought,
along with jugtification for the same.

For subsequent years too, the distribution licensees in the State will prepare yearly An-
nual DSM Work Plan Document and include it in the APR petition for the corresponding
year.

9.5. Posgting of DSV Plan, programme and Annual Work Plan Documents on The Web-
site of the Digtribution Licensee

Once the DSM Plan Document, the individual DSM Programme Document as well asthe

Annual work Plan Document are approved, the digtribution licensees will post these

documents on their respective websites for wider dissemination of the DSM work being

planned, the expected contribution from demand side resources as well as achievements

in comparison to the planned/expected results.

10. Evaluation, M easurement & Verification (EM& V)

Under the funding model proposed, DSM will be entirely funded by the consumers of
electricity in the State. It would therefore be necessary to ensure that the DSM plans and
programmes fully achieve the purpose for which they are being/have been planned and
implemented. EM&V of the DSM plans and programmes will thus form an extremely
important element of the administration and management of DSM by the Commission.

Apart from measurement and verification of the impacts in terms of amount of energy
(kWh) saved and/or demand (MW/kW) reduced at the DSM plan and individual DSM
programmes levels, evaluation of actual cost effectiveness at the Plan and individual pro-
gramme level as well as the assessment of the programme assumptions made at the plan-
ning stage will also form an important part of the EM&V process. In addition, evaluation
of the efficacy and workability of the various processes employed during programme im-
plementation, design and planning stage will also be covered under the EM&V process.
How effective, efficient and equitable were the programme delivery mechanisms em-
ployed, programme implementation arrangements, programme administration and man-
agement systems, and programme communication processes at interface with stake-
holders, will al form part of the evaluation process. Assessing effectiveness and effi-
ciency of programme marketing among target consumers, consumer response to the pro-

33




gramme offer, how is the market changing as a result of the programme, will also form an
integral part of the EM&V exercise.

In addition to the impact and process evaluation at the programme and plan levels,
evaluation of the DSM plan will also be carried out to assess its contribution to the over-
all policy objectives of the Commission (section 3) and the Commission guiding princi-
ples (section 4).

To give effect to the EM&V concerns of the Commission, it will be mandatory to in-
clude, EM&V plan as an integral part of every DSM plan and every DSM programme
proposal that will be sent to the Commission for approval. It is envisaged that the Com-
mission will engage the services of third party contractors to carry out DSM plan level
EM&V. While the Commission is not expected to carry out individual programme level
evaluation, it isenvisaged that at least the individual programme level verification will be
carried out by the Commission/DSM-CC. It is aso envisaged that the individual pro-
gramme level EM&V will be carried by the lUWG, for which it will be necessary that the
contractor/consultant engaged in programme level EM&V does not have any association
with the contractor/consultant who has helped the individual distribution licensee and/or
IUWG in either the design or implementation of the DSM programme being subjected to
EM&V.

EM&YV requirements, including elaboration on what is to be included in the DSM Plan
and Programme documents, as well as the roles and responsibilities of the Commission,
IUWG, DSM-CC and distribution licenseesin the EM&V process will be in line with the
EM&YV requirements as spelt out in the Commission'sEM&V Regulations.

11. Monitoring & Reporting

Programme monitoring is a process of regularly measuring the progress in effectively
completing programme activities and to an extent in achieving the goal and purpose of
the programme. Monitoring at the programme level is essential to verify if programme
activities have been effectively completed (including quantity, quality and timeliness)
and also to assess whether and how well these activities are achieving the stated outputs
and the corresponding goals of the programme. Ongoing programme monitoring provides
important feedback on programme status to allow for early adjustment to the programme
and/or the annual work plan to ensure success. Monitoring also generates information
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and provides feed back on variety of programme elements such as. are we getting the ex-
pected participation rates, are we getting the expected savings, are we getting the partici-
pating consumer characteristics as per expectation, are we getting the anticipated trade
ally response/participation, etc. It also generates data that in turn help in activities such as
EM&YV, regulatory reporting requirements, DSM programme design, energy/demand
forecadts, etc.

It is envisaged that monitoring plan will form part of every programme document (PD).
While the Monitoring Plan to be included in the PD will be as per the Monitoring & Re-
porting Guidelines of the Commission, it is expected to have, at the minimum, elabora-
tion about what will be monitored, how frequently will it be monitored, what will be re-
ported, to whom, when and in what format. It is envisaged that the suitable performance
indicators as well as the corresponding means of verification for these performance indi-
cators will be identified with respect to major programme activities, assumptions, out-
puts, goals and outcomes and system to track and monitor these performance indicators
on a regular basis and report the same to the programme management as also the Com-
mission will form part of this monitoring and reporting plan.

It is envisaged that the distribution licensees Apart from submitting quarterly reports on
the status of each programme in the DSM Plan, will submit along with DSM Annual
Work Plan (to be submitted as part of APR petition) yearly report on the status of imple-
mentation of programme portfolio as per the format and reporting guidelines contained in
the Commission’s Monitoring & Reporting Guidelines.

12. End of DSM Programme Completion Reports

At the completion of the programme, the distribution licensees will prepare a detailed
programme completion report and submit it to the Commission within one month of the
completion of the programme. Such a completion report, apart from providing informa-
tion on the actual amount expended on the programme, shall also cover, programme ac-
complishments in terms of achievement of results, outcomes and outputs; con-
straintg/difficulties faced, if any; conclusions, recommendations, and lessons learned,;
regulatory support needed, if any; and future steps envisaged. A similar completion report
will also be prepared by the distribution licensees at the completion of the DSM Plan pe-
riod.
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13. Selection Criteria: Methodology for Selection of DSM Programmes to be In-
cluded in the DSM Plan

Under the proposed multi-year DSM Planning approach, the DSM planners will usually
have a large number of eligible and cost effective individual DSM programme options to
choose from to meet their DSM targets/goals. The challenge before the planners will be
to identify and select a portfolio of DSM programmes that gives maximum benefits
within the available five year Plan budget (proposed to have a cap of 1.5% of revenue).

If net present value (as in TRC test) of a DSM programme is used as a sole parameter to
be used in the selection process, a DSM programme portfolio that gives maximum aggre-
gate NPV (aggregate of all programmes in a portfolio) within the overall five year Plan
budget, subject to the achievement of the specified DSM targets will be the preferred
portfolio. A simple optimization technique such as the linear integer programming will be
able to identify individual eligible and cost effective DSM programmes to be included in
a portfolio (to arrive at the preferred portfolio of DSM programmes™). However, apart
from cost effectiveness, it will also be necessary to examine the DSM programmes for
their contribution to the key policy objectives of MERC and their congruence with the
guiding principles enumerated in sections 3& 4. Hence, apart from NPV, following addi-
tional parameters will also have to be used in the selection process to arrive at the pre-
ferred portfolio.
Peak load reduction (peak clipping) and/or peak load shifting potential -the Commis-
sion generally will prefer DSM programmes providing savings during peak period
over DSM programmes providing savings during non-peak hours. Also, of the DSM
programmes providing savings during peak periods, the Commission will prefer DSM
programmes providing highest peak load reduction or peak load shifting, everything
else remaining same.
Energy efficient new stock - the Commission will generally prefer DSM programmes
promoting energy efficient new stock, especially programmes that promote energy ef-
ficient new stock with longer life.
Length of time period over which electricity savings are available —the Commission
will generally prefer DSM programmes giving savings over alonger period of time.

14 With Objective Function: Maximise aggregate NPV, subject to budget and target constraints.
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Green house gas (carbon di-oxide) reduction potential -the Commission will gener-
aly prefer DSM programmes giving higher savings of electricity over life of the pro-
gramme.

The consideration of the abovementioned additional parameters in the selection process
will make the optimization exercise more involved. While it would be possible to
mathematically arrive at an optimal portfolio™ , it will not be possible to avoid the intro-
duction of ‘subjectivity’ even in the selection process that is based on mathematical for-
mulation. From the transparency perspective, it would be necessary that the selection
process to identify optimal DSM Programme portfolio is simple even for the average
consumer of the distribution licensees. It is therefore proposed that the Commission, for
the present, use the NPV as a sole parameter to arrive at a portfolio that in the aggregate
maximizes the portfolio NPV within the available budget cap, subject to the achievement
of the specified DSM targets and then use the stakeholder consultation forums such as the
TVS (where advisory body DSM-CC would be present) and the public hearings to dis-
cuss the portfolio thus emerging from the perspective of the other additional parameters.
At the same time, it is also proposed that the Commission take a final view on the devel-
opment and use of a suitable multi-criteria/objective optimization model to arrive at an
optimal DSM program portfolio, after wider stakeholder consultation.

13.1. Sdlection Criteria for Programmes to be included in the Plan out of the Reserved
Budget of 10-20%
It has been proposed that between 10% (at the minimum) and 20% (at the maximum) of
the total funding for DSM Plan/Programme implementation be reserved for funding DSM
programmes that enhance equity considerations as well as consumer awareness and mar-
ket transformation type DSM programmes. As proposed in section 8.3.3, typically, pro-
grammes of the type mentioned below will be supported under this budget:
Market transformation (see definitions section) DSM Programmes
DSM Programmes that:
0 Promote consumer awareness and education about why, how, when and where
of energy efficiency and include activities such as.

15 Weights will have to be provided to each parameter, depending on its relative importance. Further, suit-
able indicators will have to be identified to use as proxy for assessing some of the parameters (e.g. energy
efficient new stock). Also, some kind of marking system will have to be evolved to assign marks with re-
spect to the parameters being consdered in the selection process to each eligible and cost effective DSM
porgrammes being considered for inclusion in the portfolio. The assignment of weights, assigning of marks
and choice of proxy indicator will bring in subjectivity in the selection process.
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Energy audits,
Awareness campaigns,
EE and LM demongtration projects,
Training programmes, seminars, workshops, round tables, confer-
ences, business exchange meets (buyer-seller meets)
§ Establishment of permanent display/demonstration centres cum model
“green’/ ultra energy efficient buildings (buildings that go beyond
ECBC — Energy conservation Building Codes)
DSM Programmes for “hard to reach” (see definitions section) consumers
DSM Programmes for consumers below poverty line/consumers consuming less than
100 units per month (generally considered as low income consumers)

wn W W W

DSM programmes of the type described above may not provide immediate results in
terms of quantifiable and tangible benefits to the consumers or the licensees, but they do
contribute in bringing about economy wide energy efficiency in the long run and in sus-
tainable manner. The DSM programmes, proposed to be funded under this budget, there-
fore, will not be subjected to the cost effectiveness assessment as described in Commis-
sion’s cost effectiveness assessment guidelines. The selection of these programmes, in-
stead, will be guided by/based upon factors such as:

Programme’ s contribution to the Commission’ s policy objectives

Programme’ s congruence with the Commission’ s guiding principles

Programme’s ability to overcome barriers and bring about sustainable positive

changes in consumer’ s value orientation or attitude or knowledge towards energy ef-

ficiency and towards adoption of energy efficient practices/ devices/ equipment,

Quality and viability of programme design, including clarity of objectives, appropri-

ateness of the over all strategy to meet the objectives; soundness of the logical linkage

between the outcomes, objectives, strategy, outputs, activities and inputs; reasonable-

ness of the budgets and inputs;

14. Glossary of Terms

Approach to DSM: Market Driven Approach — Here the focus is consumer needs.
Market-driven approach begins with understanding various consumer segments and their
needs as well as opportunities for those consumers to use energy more efficiently. The
first step is to assess consumer needs. This information can be obtained from either pri-
mary or secondary research. If information is not known about consumer needs relative to
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energy use and costs, then programme opportunities can be listed for consumers which
contribute significantly to peak demand and for end-uses which contribute significantly
to the consumer’s energy costs. Next, programme types which address those needs or
end-uses are considered. Research is conducted next to understand something of what
consumer interest may be in the programmes, barriers in the marketplace, delivery chan-
nels for the products or services involved and technical issues. Next, evaluation of pro-
gramme concepts is done from an economic standpoint as well as from a qualitative
standpoint. The design phase includes the delivery approach, development of needed
partnerships, a promotion plan, an administration plan, and a data collection and post-
implementation evaluation plan.

Approach to DSM: Technology Driven Approach - In this process, the utility, end use
and technology data is prepared for analysis. The first step in DSM analysis is atechnical
screening, which means that the technology costs and demand and energy savings are
compared with the cost of building capacity/purchasing power or generating electricity,
respectively. After technologies or rates are chosen, programmes are designed. An opti-
mum programme design is sought which maximizes the “net benefits’ (benefits minus
costs) of the program. Costs and savings are interdependent, since higher costs may in-
crease participation and, therefore, savings, but also reduce the “net” benefits per partici-
pant.

Avoided Costs: Avoided costs refers to the incremental costs avoided by the distribution
licensee when it purchases power because of implementation of DSM programmes, or
other wise defers or avoids distribution related costs from existing/new distribution sys-
tem upgrade investments

Barrier: Any characteristic of the market that prevents the adoption of cost beneficial (to
the consumer) energy efficient devices / equipment/appliances/practices by the consum-
ersat large

Baseline Data: The initial base level consumption and/or demand for electricity for com-
paring the net result of DSM programmes changes versus what would have happened in

the absence of the program or activity.

Cogeneration: Combined production of heat and electricity - a process in which a facil-
ity uses its waste energy to produce heat or electricity.
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Conservation: Reduction of a consumer’s energy use achieved by relying on changes to
the consumer’ s behaviour which may result in alower level of end use service.

Conservation Measures: Activities and/or behaviours aimed at reducing energy con-
sumption.

Conservation Programs. Programs which are intended to influence customer behaviour
as ameans to reduce energy use.

Cost Effectiveness: An indicator of the relative performance or economic attractiveness
of any investment in DSM programme or when compared to the costs of energy produced
and delivered in the absence of such an investment. Defined as per the Commission’s
Cost effectiveness Assessment Guidelines

Consumer: Any person or entity that pays an electric bill to a distribution licen-
seeffranchisee and that is the ultimate consumer of goods and services including energy
efficiency products, services, or practices.

Cumulative Savings: Cumulative savings represent the savings in that year from all pre-
vious DSM programmes (and reflecting any persistence decay that has occurred since the
DSM measures were installed) plus the first-year savings of the DSM programme
/measures installed in that program year.

Demand-Side Resource: A saving in consumption (kWh) and/or demand (kW/KVA)
available as a result of implementation of DSM programme. It has to be expresses in
three important dimensions: Quantum - how much is available (kWh and/or kW); Time -
When is it available (at what time of day, on what days, in what season); Cost — at what
cost

Distributed Generation: Small-scale electric generating technologies installed at or near

the end-user’ s location. May also be referred to as “distributed energy resources’ or “dis-
tributed resources.”
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Distribution Licensee: A licensee authorized (by the Commission, under EA-2003) to
operate and maintain a distribution system for supplying electricity to the consumers in
his area of supply

Demand Response (DR): DR is atype of DSM initiative where emphasis is on reducing
peak demand for short periods of time for a few times during the year. DR is useful for
reducing near-term peak demand deficit. DR, by reducing the peak demand, obviates the
need for temporary or emergency load shedding through opening of EHV circuits. It is
used for getting demand relief over small duration (15 min — 6 hours). Under DR, con-
sumers are paid incentives to shift load, forego load or use on site generation to provide
short term load relief for the system. The payment to consumer is because DR involves a
reduction in consumer value, comfort, or output. Examples of DR programs include di-
rect load control (DLC), interruptible tariffs, critical peak pricing programs (CPP), and
others.

Dispatchable & Non-dispatchable DR: From the perspective of the system operator,
DR resources can be further categorized with respect to dispatchability. Under “dispatch-
able” DR programs, the system operator triggers a DR event during which customers are
expected to reduce load. The actual load reduction can be controlled by either the system
operator (e.g. cycling of air-conditioning units via remote-control switches) or the cus-
tomer (e.g. interruptible tariffs for large commercia and industrial customers. In contrast,
non-dispatchable DR programs do not have any specific DR events that are triggered by
system operators and the decision to reduce load is taken solely by the customer. One ex-
ample of a non-dispatchable DR program is a real-time pricing tariff where high prices
during a certain period may cause a customer to reduce load.

Demand Side Management (DSM): DSM as a set of initiatives undertaken by the Util-
ity on the consumer side of the ‘meter’ to bring about a desired change in consumer de-
mand and/or demand profile, while maintaining or even enhancing the service provided
to the consumer in terms of quality, reliability and cost of service. The emphasis is on
‘Utility initiatives’ or ‘Utility organized’ efforts and that too on the ‘consumer side of the
meter’. Thus, while staggering of weekly holidays or single phasing are no doubt Utility
organized efforts to modify the demand pattern, they cannot be termed as DSM, as they
do not operate on the consumer side of the meter. Such measures are demand manage-
ment initiatives of the Utility, distinct from DSM initiatives. Similarly, purchase of an
energy efficient five star labelled appliance by a consumer on his own initiative, and not
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on account of any Utility scheme or Utility organized effort cannot be termed as DSM
activity.

DSM measure: A specific action taken to conserve energy, use it efficiently, shift peak
load, clip peak load, substitute electricity with other fuel forms, or to defer investmentsin
distribution upgrades. Thus, replacing existing combination of T-12 fluorescent lamps
and magnetic ballasts with T-5 fluorescent lamps with electronic ballasts is a “lighting
efficiency DSM measure” that would result in peak load clipping and using electricity
efficiently in lighting application. Similarly, motivating consumers to buy high efficiency
(Five Star Rated) air-conditioners in place of 1 or 2 Star air-conditioners is a “ gpace cool-
ing efficiency DSM measure’ that would result in using electricity efficiently and possi-
bly deferring investment in distribution upgrades.

DSM programme: A “DSM measure’ offered to a large number of distribution licensee
consumers belonging to a particular sector, segment, geographic area or tariff category
OR many different “DSM measures’ (usually addressing same end-use such as lighting
or space cooling, etc.) offered to a large number of distribution licensee consumers be-
longing to a particular segment. Thus, replacement of T-12 with T-5, when promoted
among domestic sector consumers of a distribution licensee would typically be a “light-
ing efficiency DSM programme”. Similarly, promotion of compact fluorescent lamps
(CFLs) aong with promotion of replacement of T-12 with T-5 would also be a typical
“lighting efficiency DSM programme”.

DSM portfolio: It isthe aggregate of all the “DSM programmes’ that a distribution li-
censee is proposing to implement or is implementing.

DSM optimization: It means the process of selection and evaluation of DSM options
that can achieve the highest level of effectiveness;

DSM Resource acquisition: It is a mechanism to reduce energy consumption and peak
load, and improve utility system efficiency, through implementation of DSM programs
by customers, ESCOs, NGOs, equipment manufacturers/suppliers, or other private sector
organizations, with payments made to them by the utility for the resulting energy and
load reductions:
Competitive Bidding Process for DSM Resource Acquisition: Under this ap-
proach, the utility issues a Request for Proposal (RFP) for resource acquisition
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from any organization interested in implementing DSM projects that may provide
peak load reduction and other benefits to the utility. The bidders define the project
and specify the facilities, technologies, end uses, implementing strategies and
mechanisms, measurement and verification protocols, and proposed payments
form the utility for the verified savings. The utility selectsthe most attractive pro-
jects from the pool of projects proposed and negotiated a contract for the resource
acquisition. Payment terms are included in the contract and most payments are
made after verification of the results. In this approach, the various winni9ng bid-
ders may get different amounts of payments per kWh or kW saved.

Standard Offer Methodology for DSM Resour ce Acquisition; In the Standard
Offer process, the utility determines what it may be willing to pay for energy and
demand savings and publishes a standardized schedule of payments per kWh
and/or KW saved in various seasons and time periods. The utility also provides
standardized monitoring and verification (M&V) protocols. Any implementing
organization may then propose and implement projects and demonstrate the sav-
ings using the M&V protocols. Payments are made for verified savings using the
published standard offer. In this approach all implementers get the same amount
per KWh or kW.

End Use: 1) The purpose for which energy isused (e.g. heating, cooling, lighting).
2) A class of energy use that a DSM programme is concentrating efforts upon. Typically
categorized by equipment purpose, equipment energy use intensity, and/or building type.

Energy Efficiency: Activities or programmes that stimulate customers to reduce cus-
tomer energy use by making investments in more efficient equipment or control that re-
duce energy use while maintaining a comparable level of service as perceived by the cus-
tomer.

Energy Efficiency Measure: An energy using appliance, equipment, control system, or
practice whose ingallation or implementation results in reduced energy use (purchased
from the digtribution utility) while maintaining a comparable or higher level of energy
service as perceived by the consumer. In al cases energy efficiency measures decrease
the amount of energy used to provide a specific service or to accomplish a specific
amount of work
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Energy Efficiency Programmes. Programmes that reduce consumer energy use by pro-
moting energy efficiency investments or the adoption of conservation practices or
changes in operation which maintain or increase the level of energy services provided to
the customer.

Energy Service Companies (ESCOs): Energy Services Companies (ESCOs) are com-
panies that provide energy efficiency or load reduction services to customers that own or
operate facilities such as factories and buildings. The range of services ESCOs can pro-
vide include: feasibility analyses, structuring of a paid-from-savings program, obtaining
or arranging financing, engineering design, construction management, purchase and in-
stallation of equipment, project management, project guarantees, monitoring of project
performance, maintenance of efficiency measures, training, administrative services, etc.
An ESCO project is performance-based when its compensation is tied to the amount of
energy actually saved. For this reason, ESCOs are fundamentally different from consult-
ing engineers specializing in efficiency improvements, who are typically paid a fee for
their advice rather than being paid for the results their recommendations may yield. The
consulting engineer takes no risk while the ESCOs compensation is entirely at risk—
unless they produce results. An ESCO project is comprehensive when it seeks to achieve
energy savings from the widest possible array of cost-effective measures in a given facil-
ity. ESCOs are also distinguished from equipment suppliers which only provide single-
measure ingtallations (such as lighting contractors). These do not offer performance guar-
antees and ignore the potential for savings unrelated to the equipment in which they spe-
cialize. Some equipment suppliers have established their own ESCOs.

As project developers, ESCOs are responsible for a wide range of functions. They iden-
tify, design and finance the project. (The ESCO arranges financing for the project, but
does not usually finance it out of its own pocket. Most ESCO projects are financed en-
tirely with debt, which goes onto the balance sheet of the customer, not the ESCO. Pro-
ject financing using ESCO, or third party equity contributions, is actualy quite rare.)
ESCOs ingtall and maintain all or most of the equipment involved. They measure and
monitor the project's energy savings. Also, and very important, they assume the risk that
the project will save the amount of energy guaranteed.

Evaluation, M easurement and Verification (EM & V): Activitieswhich evaluate, moni-
tor, measure and verify performance or other aspects of DSM / energy efficiency pro-
grams or their market environment.




Fud Substitution: Programmes which are intended to substitute energy using equipment
of one energy source with a competing energy source (e.g. switch from electric water
heaters to gas heaters).

Funding Cycle: Period of time for which funding of DSM/ energy efficiency programs
have been approved by the Commission.

Hard to Reach Consumers: Those consumers who do not have easy access to DSM
programme information or generally do not participate in DSM programmes due to a lan-
guage, business size, geographic, or because of staying in/using rented/leased premises.

Life: An estimate of the median number of years that the DSM measures installed under
the programme are still in place and operable.

L oad Management: Programmes that reduce or shift peak demand away from periods of
high cost electricity to non-peak or lower cost time periods, with a neutral effect on or
negligible increase in electric use.

L oad Research: An activity embracing the measurement and study of the characteristics
of electric loads to provide a thorough & reliable knowledge of trends, and general be-
haviour of the load characteristics of the customers serviced by the electrical industry.
Simply put, load Research allows utilities to sudy the ways their customers use electric-
ity, either in total or by individual end uses. Load research is about “drilling down” to
find out what causes hourly variations in load. It helps in answering questions such as:
How do customers differ in their energy use? Which customer segments contribute most
to peak demand? What end-uses drive each customer’s load shape? How do Cities and
Towns and utility digtricts differ in their power demand? Which DSM programs will have
the highest load impact? Which DSM programs will help alleviate network or generation
constraints? Where should we focus our DSM efforts?

Lost Opportunitiess DSM/Energy efficiency measures that offer long-lived, cost-
effective savings that are fleeting in nature. A lost opportunity occurs when a consumer
does not ingtall/employ an energy efficient equipment/appliance/device/practice that is
cost-effective at the time, but whose ingtallation is unlikely to be cost-effective if the con-
sumer attempts to install the same measure later.
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Market Transformation: Long lasting and sustainable changes in the structure or func-
tioning of a market achieved by reducing barriers to the adoption of energy efficiency
equipment / device / appliance/ practice or measures to the point where further publicly-
funded intervention is no longer appropriate in that specific market.

New Construction: Residential and non-residential buildings that have been newly built
or have added mgjor additions

Programme Design: The method or approach for making, doing, or accomplishing an
objective by means of a programme.

Programme Development: The process by which ideas for new or revised DSM/energy
efficiency programmes are converted into a design to achieve a specific objective.

Programme M anagement: The responsibility and ability to oversee and guide the per-
formance of a programme to achieve its objective.

RIM Test: This test measures the difference between the change in total revenues earned
by the distribution licensee and the change in the total costs incurred by the distribution
licensee as a result of the DSM programme. If the change in revenue earned is larger or
smaller than the change in costs incurred, then rate/tariff levels will change because of
the DSM programme. Thus, this test in effect assesses the DSM programme from the
“tariff level” perspective. This test also provides a measure of the impact of the DSM
programme on the consumers who do not participate in the DSM programme and hence
is some times also termed as a non-participant test. When a cost-effectiveness of a DSM
programme is proved from the participant perspective (through PCT test), the participants
in the DSM programme stand to gain from the programme in the form of reduced bills,
even though the RIM test may show that because of the DSM programme, the tariff level
has to go up for all the consumers of the licensee. With the tariff increasing, the non-
participants stand to loose in terms of higher bills due to higher tariffs that they now have
to pay because of the DSM programme. This test helps address questions such as: What
is the impact of the DSM programme on the licensee’s revenues and costs? Would the
DSM program necessitate an increase/decrease in tariffs to bring about matching of costs
and revenues?
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Savings : Reduced electricity use (or savings) produced by DSM measure/programme
which maintain the same level of end use service or conservation actions which usually
reduce energy use by reducing the quantity or quality of the baseline energy services de-
manded.

Supply-Side Options: Means options designed to supply power. It includes renewable
energy such as biomass, solar, wind, geothermal or hydro, and also means by product ma-
terialsthat, but for their use as a source of energy, would be considered waste

Trigeneration: Combined production of heat, electricity and cooling - a process in which
afacility uses waste energy to produce heat, electricity and cooling

Total Resource Cost Test (TRC)

The TRC test measures the net resource benefits from the perspective of the distribution
licensee and all its consumers taken together, by combining the net benefits of the pro-
gramme to participants and non-participants. The benefits are the avoided costs of the
supply-side resources avoided or deferred. The TRC costs encompass the cost of the
measures/equipment installed and the costs incurred by the programme implementer (See
Commission’s Cost Effectiveness Assessment Guidelines)
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ANNEX' 1

Cumulative DSM Plan Target and the Actual Yearly Accomplishments:

Normally it would be expected that the cumulative DSM Plan target would be the sum
total of the yearly targets. However, this would be true only if the life of DSM measures
being promoted through the DSM programme is longer than the Plan period. If the life is
less, the actual yearly targets will need to be of higher value to ensure that Plan level cu-
mulative targets are met. An example will help clarify this aspect.

Suppose that the Commission specifies following year wise and cumulative DSM target

for the Plan period:

Y ear Year 1 Year 2 | Year 3 | Year 4 Year 5
Yearly DSM Target in MW 5 15 20 25 35
Cumulative DSM Target in MW 5 20 40 65 100

Suppose that we identify 5 DSM programmes to meet the yearly and cumulative targets

in the following manner:

Year 1 Year 2 | Year 3 Year 4 Year 5
Yearly Target in MW 5 15 20 25 35
Cumulative Target in MW 5 20 40 65 100
Programme A Contribution 5 5 - - -
Programme B Contribution - 15 15 15 -
Programme C Contribution - - 25 25 25
Programme D Contribution - - - 25 25
Programme E Contribution - - - - 50
Actual Yearly Contribution Re- | 5 15 25 25 50
quired to meet cumulative targets
Cumulative savings if along with | 5 20 35 60 80
yearly targets, cumulative savings
target was not required to be met
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It is seen that Programme A contributes 5 MW of savings over atwo year period (life of
programme is 2 years) and that Programme B Contributes 15SMW savings over a three
year period (life of programme B). From the above table it is clear that, to meet cumula
tive saving targets, the actual savings to be captured in year 3 will have to be 25 MW in-
stead of yearly target of 20MW ( 20 MW for meeting the yearly target + 5 MW lost due
to programme A’s life getting over) and actual savings required to be captured in year 5
will have to be 50 MW ingtead of yearly target of 35 MW ( 35 MW for meeting the
yearly target + 15 MW lost due to programme B’ s life getting over). On the other hand, if
the requirement was to meet the yearly targets and not the cumulative targets, then, with
the present combination of programmes, the cumulative savings at the end of Plan period
would have been only about 80 MW. Thus DSM targets need to be specified in cumula-
tive terms and the actual savings to be captured will then have to be worked out, depend-
ing upon the programmes identified to be included in the portfolio.
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ANNEX 2

DSM Plan Document to be submitted by the distribution licensees for the approval
of the Commission will be required to include the following general elements:

1. Executive summary: Provide here an overview of the Plan, including the DSM tar-
get for the Plan period as set by the Commission; the total funding envisaged for the
Plan period with a break up of funds for programmes and funds for administration
and management of DSM effort by the licensee, including funds for DSM Cell; listing
and brief description of the DSM programmes proposed to be implemented for meet-
ing the DSM targets set by the Commission; Plan level and individual DSM pro-
gramme level cost effectiveness, including impact on consumer tariffs; qualitative
and/or quantitative contribution of the Plan towards Commission’s key policy objec-
tives; year wise break up of achievement of targets and funds requirement; major as-
sumptions and risks

2. Introduction: Discuss here the achievements during the past five year plan, including
what targets were set, to what extent were they/are they achieved/ likely to be
achieved and the reasons and explanations if the targets set have not been achieved; to
what extent and how effectively the funds earmarked have been used; what were the
major constraints faced in the implementation of various programmes; what lessons
have been learned

3. Characteristics of Distribution Licensee System: Present here time series (past 2
to 5 years) information about:

a. Power situation in general, including demand met, load shedding, if any

b. the consumer base of the licensee — total number of consumers, consumers by
rate category

c. Total consumption and break-up of the same by consumer and rate category

d. Source wise energy purchase and the average rate of purchase of power
Load duration curve, peak load by season, typical average daily, seasonal and
weekly load curves

f. Forecast of demand, energy requirement, sales and revenue requirement over
the next five years (Plan period), including elaboration of methodology used,
data used, satement of underlying assumptions used and basis for the assump-
tions, sengitivity analysis carried out and changes in assumptions and other
conditions assumed for carrying out sensitivity analysis
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. DSM Plan targets and the resource availability estimates: Discuss here the DSM
targets set by the Commission and the resources likely to be available for meeting the
targets through the ARR over the five year Plan term (3.f. as the basis)

Identification of sectors, segments and end-uses for the achievement of set tar-
gets: Discuss here what sectors (domestic, commercial, industrial, agriculture, mu-
nicipal), segments (consumer category, such as — offices, hospitals, hotels, malls,
banks, consumers consuming >500 units per month, industrial cluster -MIDC indus-
trial estate, geographical area, street lighting, grampanchyat water supply systems,
specific feeders, etc.) and end-uses (lighting, pumping, heating, space cooling, air-
conditioning, etc.) you intend to target for the achievement of the targets set and justi-
fication for choosing these sectors, segments and end-uses (why the identified sec-
tor/segment/end-use and why not some other sector/ segment/end-use. Here, it is bet-
ter to start by discussing the “felt need” status of the consumers in various segments
vis-a-vis energy efficiency, load management & fuel substitution, i.e., does any con-
sumer segment has or do any consumer segments have expressed or latent “felt
need” about reducing their bills through DSM. If yes, these segments become readily
identified target segments. Having a “Felt need” for DSM is a powerful justifier)

I dentification of DSM measures/technology optionsto achieve DSM targets. Dis-
cuss here the process (including justification) that has been used for identification of
DSM measures and technologies (within the identified sectors, segments and end-
uses) that you intend to target for achievement of the set targets. Also discuss here the
DSM measures and technologies that were considered but were finally rejected and
reasons for their rejection, including screening criteria used, if any, assumptions used,
if any, basis for the assumptions, etc.

Identification of DSM Programme options to achieve DSM targets: Discuss here
the process used for bundling the identified DSM measures and technologies into
DSM programme concepts and then trandating programme concepts into DSM pro-
grammes. Also discuss here the DSM programme concepts and programme options
that were considered but were finally rejected and reasons for their rejection, includ-
ing screening criteria and assumptions used as well as the basis for the screening cri-
teria and assumptions used.

Identification of DSM Programme options for possible incluson in the DSM
Plan: Starting with a set of DSM programme options identified under the previous
step, discuss here the process and the detailed methodology used (along with justifi-
cation for using that methodology) for identification of DSM programme options for
possible inclusion in the DSM Plan, including selection criteria used, assumptions

53




10.

used for savings estimates and their justification, cost effectiveness analysis (to be
performed as per the cost effectiveness assessment guidelines of the Commission) re-
aults, including impacts on consumer tariffs, and impacts in terms of savings. Also
describe here the sensitivity analysis carried out and changes in assumptions and
other conditions assumed for carrying out sensitivity analysis
I dentification of DSM Programmesto beincluded in the DSM Plan: Discuss here
in details the process and the methodology used (along with justification), for identi-
fication of afinal set of DSM programme (portfolio of DSM programmes) to be in-
cluded in the DSM Plan. The starting point for this exercise would be the set of DSM
programme options identified during the previous step, i.e. DSM programme options
for possible inclusion in the DSM Plan. The outcome here would be identification of
a portfolio of DSM programmes, which when implemented will be expected to lead
to the achievement of the set DSM target within the available budgetary resources.
Also present here an overview of how the chosen programmes contribute to the (and
how congruent they are with) Commission’s policy objectives and guiding principles.
Individual Programme Description: For each of the DSM programme included in
the final identified portfolio of DSM programmes, provide following minimum in-
formation:
a. Programme description:
i. Description of DSM measure/technology the programme is intending to
promote
1. Background information on the consumer segment, end-use and the
status of various technologies being used in the sector/segment; status
of efficient technologies/devices that can be used the particular sec-
tor/end-use/segment, including their relative market shares, key market
barriers faced in their marketing/commerciaization, estimate of their
saving potential (technical/economic/commercial); analysis of man
opportunities/threats, strengths/weaknesses and issues facing efficient
technologies and Description of the technology/DSM measure that will
be promoted through DSM programme
ii.  Consumer segments the programme is targeting and the justification for the
same
iii.  Barriersthe programme is addressing
iv.  Strategy the programme proposes to use, including “the offer” programme
intends to make/the marketing mix the programmes intends to use, includ-
ing justification for the same




11.

12.

13.

v. Programme implementation arrangements, including maor stakeholders
and their roles, including justification for the same

vi.  Describe how the programme is congruent with the Commission’s policy
objectives and guiding principles and how it contributes to these

b. Estimate of yearly and cumulative savings due to the programme with all the as-
sumptions used in measure level and programme level savings estimate, pene-
tration rate assumptions and the basis and justification for the assumptions used

c. Yearly Programme funding requirements. Reflect here total programme cost,
and then provide year-wise source wise (how much from distribution licensee,
how much from participant, how much from other stakeholders, etc.)

d. Cost effectiveness calculation details, including programme costs and benefits,
impact on consumer tariffs with explicit showing of all the input values, as-
sumptions used regarding input values and basis and justification for the same.
Also present results of sensitivity analysis carried out

Yearly and cumulative achievements. Present here yearly contribution that will
come forth from various DSM programmes in the final identified portfolio (to ensure
that the Plan cumulative targets are met).

Details about programme portfolio chosen out of 10 to 20 % of budget reserved
for education/awareness, sustainability and equity: Describe here the programme
the distribution licensee intends to implement with the 10 to 20 % of the reserved
budget. Provide justification for including these programmes and not any other pro-
gramme, including any selection criteriaused, if any and basis for the “selection crite-
ria’ used. Also discuss all the assumptions made together with the basis for assump-
tions. Also describe in what way will they contribute to the Commission’s policy ob-
jectives and guiding principles:

a. For each programme under this category, provide details as per the format pre-
sented in “10” & “11” above (minus the cost effectiveness analysis, which is not
required for programmes chosen under this category)

Adminigtration and management of DSM by the distribution licensee: Discuss
here the organisational requirements of the distribution licensee for the administration
and management of the DSM effort over the five year Plan period, in terms of:

a. Strengthening of the DSM Cell proposed to be undertaken during the five year
Plan period the justification for the same

b. DSM plan and programme preparation/development activities proposed to be
undertaken during the Plan period and the justification for the same
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14.

15.

16.

17.

c. Research and analysis proposed to be undertaken during the five year Plan pe-
riod and the justification for the same
d. Funding requirements for meeting the licensee’'s share of the IUWG expenses
over the five year Plan term and the justification and basis for the same
e. Conduct of potential studies proposed to be undertaken during the fiver year
Plan period and the justification for the same
f. Undertaking of any other specific activities for effective and efficient admini-
stration and management of DSM effort during the five year Plan period and the
justification for the same
g. Funding requirement (total as well as year wise for every year of the five year
Plan period) for performing activities and tasks proposed to be carried out with
respect to administration and management of DSM effort (as described in ato f
above) along with justification and basis for the same
Funds Requirement and Financing: Present here the total as also year wise (for
each of the five years of the Plan period) funds requirement for the total Plan. Here,
also show the break-up of the total funds requirement (year wise) in to funds required
for programme implementation and funds required for administration and manage-
ment of DSM effort. Also present here how the financing for the funds requirement
will come, including the amount that will be expected to be reflected in the ARR of
each year of the Plan period.
DSM Plan EM&V: Describe here the EM&V Plan for the DSM Plan. The EM&V
Plan to be included here will be guided by the EM&V regulations of the Commission
DSM Plan monitoring and reporting: Describe here the monitoring and reporting
Plan (frequency, minimum content, format, producers, receivers, indicators and
means of verification chosen). The monitoring and reporting Plan to be included here
will be guided by the Monitoring and Reporting Guidelines of the Commission
Implementation Plan: Present here the schedule of implementation of different ele-
ments of the plan, i.e the DSM programmes to be implemented as well as schedule of
implementation of activities concerning the administration and management of DSM
effort. Asfar asindividual DSM programmes are concerned, there will be no need to
provide detailed activity by activity schedule of implementation, but such schedule
may be provided for major “works’ or “tasks’ contained in each DSM programme.
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ANNEX 3

DSM Programme Document

The PD will guide the implementation of the DSM programme and will be the reference
document for the licensee as well as the Commission and other stakeholders. As de-
scribed in Section 10, Annex 2, it will have information on the consumer segments
(Shopping malls, Clubs, 5-star hotels, etc.) where identified DSM measures are to be
promoted. It will also have ‘offers’ to motivate target segment consumers to adopt identi-
fied DSM measures; ‘offers’ to motivate other entities in the supply chain, i.e., financiers,
energy delivery companies, equipment vendors, contractors, etc. to participate in the pro-
gramme. Besides, it will have definition of delivery approach and identification of part-
nerships needed. It will also have promotion, administration, data collection and post-
implementation evaluation plans. It will also have definition of programme manage-
ment/implementation organization, ingtitutional relationships, detailed programme im-
plementation plan with time lines and implementation responsibilities, etc. In particular,
DSM Programme Document (PD) will be required to include the following general ele-
ments:

1. Programme description:
a. Description of DSM measure & technology the programme is intending to
promote, including:

i. Listing of brands and manufacturers/vendors that will be eligible for
inclusion in the DSM program (e.g. CFL bulbs having power factor of
more than 0.85, which can handle voltage levels within 160-300V
range, which of make X, Y, Z etc.)

ii. Description of prices at which participating brands will be available,
along with description of quality assurance and replacement/guarantee
policy

b. Consumer segments the programme is targeting, e.g. domestic consumers in
socio-economic categorization B and C in western Maharashtra towns having
population between 1 and 3 lakh OR consumers having centralized air condi-
tioning systems of size 50 tons or above, etc.

i. Description of eligibility criteria to be used for identification of poten-
tial consumers within the identified target segment (e.g. consumers
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who have good track record of payment or consumers who are staying
in own residences — not in rented premises)

c. Other stakeholders in the supply chain (financiers, ESCOs, equipment ven-
dors, consultants, energy auditors, trade associations, groups of persons,
NGOs, academic institutions, government organisations) involved in the im-
plementation process, including description of their roles and responsibilities
and manner of participation

d. Barriersthe programme is addressing

Strategy the programme proposes to use, including “the offer” programme in-
tends to make/the marketing mix the programmes intends to use for motivat-
ing consumers and other stakeholders in the supply chain; delivery approach
and process, including description of partnerships envisaged, also:

f.

Description of payment and collection system — who will make pay-
ment and how much (consumer? Licensee? ESCO?); How the pay-
ment will be made, when the payment will be made? Who will collect
the payment? How the payment will be collected (up-front, instalment,
from savings, shared savings, ESCROW account, through hills, etc)?
When the payment will be collected?

Description of incentive, if any, to be offered — what incentive, how
much incentive, to whom incentive (consumer, intermediary or ven-
dor), description of mechanism to pass on the incentive, when to pass
on the incentive, etc.

Description of how the target segments/consumers will be informed of
the DSM program, e.g. description of how will the target consumers be
informed of the launch of the DSM program. Description of how the
target consumers will be informed about the program elements and
how to participate in the program

Description of how the target consumers will be motivated to partici-
pate in the DSM program, i.e. description of program promotion strat-
egy — e.g., awareness campaign? Door-to-door canvassing?
Description of delivery mechanism, i.e. description of how the effi-
cient device/technology/brand will be made available to the target
segment — through vendors and retail? Through direct marketing (e.g.
Amway model)? Through door-to-door selling?

Description of Programme management and implementation arrangements,
including description of institutional relationships

58




i. The section will aso have description of how the program will be or-
ganized and managed, i.e. programme implementation organization,
including description of who al will be involved in program imple-
mentation, along with their roles and responsibilities. e.g. if the pro-
gram will be implemented internally by distribution licensee or will be
out sourced. If outsourced, the section will contain draft documents for
EOI, TOR, tender evaluation methodology, etc. ; who will be the main
“driver” or “owner” of the program and who will be the supporters of
the program, what will be the roles and responsibilities of the “owner”
and other supporting individuals/ organizations/institutions.

ii. The section will also have description of the institutional mechanism,
if any, for (Committee/Advisory Group, etc) program guidance, re-
view and supervision.

iii. Description of what will be expected of the distribution licensee in
terms of:

1. Coordination between field and HQ; between field and ac-
counts/billing, if any

2. Performance of activities of routine nature (as a result of
launching of DSM programs) as well as program specific
which may be of “one-off” nature

3. Establishment of new systems and/or structure (e.g. new billing
system for collection of cost of efficient device through bills,
OR system to track/research load on various feeders)

4. Employment of new practices/processes

5. Description on internal processes/steps to be followed within
distribution licensee for arriving at various decisions, along
with description of who is responsible for piloting the internal
process for getting decisions and that persons/sections role and
responsibility: Discussion notes required, detailing out decision
points for the consideration of the licensee management (The
note will describe alternative options for each of the decision
points and present pros & cons matrix that will help the Man-
agement of the licensee in arriving at a considered decision)

2. EM&YV, monitoring & reporting: The section will describe EM &V and monitor-
ing and reporting plans
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a. Description of base line calculation and description of monitoring and verifi-
cation methodology

b. Description of DSM program monitoring, review and impact (in terms of pro-
gram participation, in terms of increases in penetration level of efficient de-
vices and technologies, and in terms of load reduction/energy savings) analy-
sis system/mechanism — who will monitor, what will be monitored, how will
be monitored, who will verify, how frequently will be monitored, who will
prepare monitoring/progress reports, etc.

. Detailed Implementation Plan

a. This section will describe if the program will have any phases (e.g. demon-
stration/pilot etc.).

b. The section will also have description of main activities, and indication about
their sequencing and interdependence. For each main activity, the section will
also provide description of who will, in the main, be responsible for the activ-
ity and when will the activity be performed.

. Estimate of yearly and cumulative savings due to the programme with all the assump-

tions used in savings estimation process, including base line considered

. Yearly programme funding requirements. This section will have description of fi-

nancing arrangement, including share of distribution licensee, vendors, consumers,

retailers, State government, Central government, etc

. Cost effectiveness calculation details, including programme costs and benefits, im-

pact on consumer tariffs, with explicit description of al the input values considered

and all the assumptions used in cost effectiveness calculations and for input values

. Discussion about the extent of congruence of the DSM programme with the MERC

key policy objectives and guiding principles, especially with “additional” parameters

listed in Section 13

. Dispute Resolution M echanism: Appropriate mechanism to be suggested for resolu-

tion of disputes arising during programme implementation stage. Statement of how

the programme implementer will resolve concerns and issues (participation, equity
and other issues that may crop up) that the distribution licensee may have as regards
the manner in which the programme is being implemented

. Training/Seminar Wor kshops proposals will be on following lines:

Theme of training/seminar/workshop with justification for the same

Structure (in class + field trip; in class + group exercises; theory, case studies, group

exercises, et a)) + Coverage with justification

Number of courses/events/seminars/workshops
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No of days per event

Possible dates/location

Audience/participants

Marketing/publicity for the event

Possible resource persons and partners

Preparatory work

Possible funding sources (Contribution from Participants?)
Future spin-off possibilities

10. Consumer awareness/ information programme proposal will have, at the mini-
mum, following information:

At the very broad level, the proposal should be able to provide understanding about:
Purpose of awareness: What is it that we want to achieve along with description of
where we are at the moment and where do we want to reach
Why do we want to achieve what we want to achieve or how wil awareness help in
reaching where we want to reach —i.e., justification
How do we want to achieve what we want to achieve — strategy, plan, outputs, activi-
ties, inputs, assumptions, risks

The proposal:
Narrative: Background and where does “awareness’ figure in the overall effort to
promote energy efficiency/load management or fuel substitution. What is need for
an awareness campaign? Why we need to create awareness? How is awareness
creation justified?
Broad level Objectives of the awareness campaign/awareness creation effort
Who are the target audience & why (justification)
Specific Objectives of the awareness creation effort along with justification:
o Cognitive change (awareness, knowledge, attention, exposure)
o Affect (change in attitude — interest, desire, prefer, conviction, interest,
evaluation, attitude, intent)
0 Behaviour change (To get to act-adopt EE — action, adoption, purchase,
trial-adoption)
Message design: (attention, interest, dedire, action: appeal -persuasiveness, compre-
hensibility, generation, desirability, exclusiveness, believability) & justification
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Content — what to say?
Structure — How to say it logically?
Format — How to say it symbolically?
Source — Who should say?
Audience situation/stage
§ What to appeal, rational positioning, emotional positioning
Communication Channels (Reach, frequency, impact) & justification
§ Personal
§ Non-personal — media, events
Communication Budget & justification
Communication mix & Justification

wn W W W W
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