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REQUESTOR: JIESC (Mr. Wallace) 
 
 
QUESTION: 
 
With respect to Exhibit B-1-1, Appendix K, Sub-Appendix L, please confirm how product 
or technological failure is incorporated into the estimates of capital costs for efficient 
technologies in the Conservation Potential Review (CPR) given the long payback for 
technologies and new technologies. Please also explain the specific parameters in the 
models that represent the incorporation of long payback periods and new technology risk 
in estimating capital costs for efficient technologies. 
 
RESPONSE: 
 
In general, there is no material difference in rates of product failure between efficient and 
conventional technologies. As a result, estimates of the incremental capital cost of 
efficient technologies in the 2007 CPR do not reflect assumed differences in the rates of 
product failure between efficient and conventional technologies. 
 
However, rates of product failure are reflected in the CPR’s estimates of the Cost of 
Conserved Energy (CCE). CCE is calculated using the incremental capital cost of 
efficient technologies, their associated electricity savings and an Effective Measure Life 
(EML), or how long the savings last. EML estimates reflect a range of factors, including 
product failure, field conditions, obsolescence, building remodeling, renovation and 
demolition and occupancy changes. The specific impact of product failure on EML 
estimates cannot be isolated. 
 
In addition to the actual impact of product failure, the perceived risk of product failure 
can impact DSM as one of the barriers to the adoption of energy efficient technologies, 
which contributes in part to the acceptance barrier to energy efficiency. In estimating the 
achievable conservation potential, the CPR considered a variety of barriers to economic 
conservation potential, including the acceptance barrier. As such, the CPR’s estimates 
of achievable conservation potential reflect consideration of the acceptance barrier and, 
in turn, the risk of product failure. 
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In addition, the acceptance barrier is considered in the selection and design of DSM 
initiatives in the DSM Plan. To the degree DSM initiatives succeed in capturing planned 
energy savings, BC Hydro is of the view that the DSM initiatives have overcome the 
acceptance barrier among participating customers and that the cost of those initiatives 
reflect the cost of overcoming the perceived risk of product failure among those 
customers. 


