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Conservation Cost Effectiveness 
Standard (CCES) 

 
Conservation Cost Effectiveness Standard (CCES) shows the full “avoided cost” to 
PSE of the energy saved, for the Type of Savings (defined by end use load shape and 
customer class) and life of the energy savings, or Measure Life. The CCES is based on 
the market costs projected by a power costing model, which would otherwise be incurred 
to provide energy from a generation source either directly or by contract plus credits for 
transmission and distribution system benefits, environmental externalities, and line 
losses.  This value is expressed as the levelized value per kWh saved of future energy 
savings over the life of the measure. The CCES is based on Aurora forecast power costs 
at Mid-Columbia, and adds 35% for a power planning adjustment, 10% for environmental 
credits, 7.6% Residential and 6.1% Commercial/Industrial for avoided transmission and 
distribution losses, a valuation for avoided peak capacity, and $31.87/kW-year 
distribution benefit. Load factors from the analysis in PSE’s 2009 IRP are used for end-
use load shapes that define Type of Savings. Each Type of Savings has a CCES, or a 
value per kWh or Therm per Measure Life, up to 30 years. The values for the natural gas 
and electric CCES that will be used to evaluate PSE’s 2010-2011 programs are shown in 
Table F-1 and F-2. 
 
Cost effectiveness of projects will allow for PSE administrative costs. PSE’s costs are 
expected to vary, depending upon the proposal content.  At a minimum, PSE costs 
include some project management activities, coordination with customer data, and 
conducting customer satisfaction surveys for the respondent’s program activity. 
 

1. Description of Tests 

Puget Sound Energy will evaluate the cost effectiveness of proposals using a standard 
Utility Cost Test and a Total Resource Cost Test.  
 
Total Resource Cost Test (TRC Test) measures the net value of energy efficiency 
programs to society as a whole.  The TRC Test is a cost-effectiveness calculation which 
demonstrates if the total benefits, including electricity (defined by the Conservation Cost 
Effectiveness Standard) and other savings benefits, exceed total costs including those 
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incurred by PSE, the Respondent, the customer, and any other contributing party. The 
benefits and costs not directly associated with electrical energy efficiency in this 
calculation may be difficult to quantify. 
 
Utility Cost Test (UC Test) measures the net value of energy efficiency programs to the 
sponsoring utility.  The UC Test is a cost-effectiveness calculation which demonstrates 
that the utility electricity savings benefits (defined by the Conservation Cost 
Effectiveness Standard), exceed the costs incurred by the utility. 
 

2. Calculation Methodology 

Puget Sound Energy’s determination that an energy efficiency project is cost-effective is 
a two-step process.  
 
Step 1: The Total Resource Cost test determines that the value of all benefits of doing 

the project (energy savings plus other benefits like maintenance savings, improved 

productivity, etc.) is greater than the total projects costs.  (Note: If the value of the energy 

benefits alone exceeds the total cost, the equation is satisfied without the need to 

quantify further benefits.) 

Total benefits ($) > Total costs ($) 

Step 2: IF Step 1 is satisfied, OR 

IF:  Total costs < 150% of value of energy benefits, AND there are documented additional 

benefits which cannot easily be quantified (e.g. improved indoor air quality), then the 

utility funding is limited by the Utility Cost Test 

Utility benefits ($) > Utility costs ($),  

also expressed as: 

Value of kWh Savings (for measure life) > Utility funding (customer incentives + 

PSE administrative costs + Respondent costs. 
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Table F-2. Gas Conservation Cost Effectiveness Standard, 

2010 – 2011 (Levelized $/Therm) 

Base on Monthly Shaped System Costs from 2009 IRP Monthly Gas  

Avoided Cost – 2009 Trends Scenario Prices 

 

                   1. 2010 Start Year                     2. Discount Rate 8.25% 


