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Cost-Effectiveness Discussion

In the past, Utility Cost (UC) and Total Resource Cost (TRC) tests were displayed on one page. In preparation for adding the Ratepayer Impact Measure (RIM) test and the Participant Cost Test (PCT) as stipulated in the 2010 Electric Conservation Settlement Agreement, section, K(10)(b), and following the guidance of the National Action Plan for Energy Efficiency 2008 document, “Understanding Cost-Effectiveness of Energy Efficiency Programs”
, PSE has developed separate worksheets for each test, as each has its specific benefit and cost inputs. 
Please Note: there is no representation of the RIM or PCT test in this document as PSE is taking care to quantify Bill Savings as accurately as possible. 
In a departure from previous calculations of cost-effectiveness, PSE is not applying the 10 percent Power Act Credit for conservation to the UC test, although it will continue to be applied to the TRC test. This is consistent with the definition of the UC or PACT test in “Understanding Cost-Effectiveness of Energy Efficiency Programs”. 

This change will only affect the UC calculation. The UC avoided cost, or cost effectiveness standard, value will be lower than in past calculations, while the TRC avoided cost will include the 10% Power Act Credit as in the past. The TRC B/C ratio may now be greater than the UC B/C ratio in cases where PSE incentive costs and measure costs are similar.
The figure on page 2 illustrates Benefits and Cost that apply to each of the four cost effectiveness tests.
Figure 1: Benefit/Cost Applicability to Cost-effectiveness Tests
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