
ALJ/c'LM/fs 

Decision 90-08-068 August 29, 1990 

Mailed, 

AUG 30 1990 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of San Diego Gas & ) 
Electric Company (U 902-K) for an ) 
Ex Parte Order Granting Authority ) 
to Increase Expenditures to Support ) 
Demand Side Management Programs; to ) 
Implement Balancing Account ) 
Treatment for New DSM Program ) 
Expenditures; to RecoVer Increased » 
Expenditures in Future Rates; and to 
Implement Incentive Mechanisms. ) 
-----------------------------------) 
In the Matter of the Application of 
Southern California Edison Company 
(U 338-&) for an Ex Parte Order 
Authorizing Expenses, Implementation 
of Incentive and Performance . 
Mechanisms, and Revision of Rates. 

) 
) 
) 
) 
) 
) 
) . 

----------------------------------) 
In the Matter of the Application of 
Southern california Gas Company 
for authority to expand Demand 
Side Management programs. (U 904 G) 

) 
) 
} 
) 
) 

----------------------------------) 
Application of Pacific Gas and 
Electric Company for Authority 
to Adjust its Electric and Gas 
Rates Effective January 1, 1991 
to Implement an Expanded Customer 
Energy Efficiency Program 
Resulting From the Statewide 
Collaborative Process. (U 39 M) 

) 
) 
) 
) 
) 
) 
) 
) 
) 

-----------------------------------) 

- 1 -

Application 90-04-034 
(Filed April 19, 1990) 

Application 90-04-Q3~ 
(Filed April 24, 1990) 

Application 90-04-037 
(Filed April 25, 1990) 

Application 90-04-041 
(Filed April 25, 1990) 



~ . 
e 

. - A. 90-04-()34 - eta!. ALJ/CLM/fS * 

I Ii D E X 

Subject 

INTERIM OPINION ............. , ...................... " ...... . 
I. 

II. 

III. 

IV. 

S-u.rnma ry •. ,.. ill .... I. ••• III • I ••• " .. III .... III ill • 6 ........ ., ..... " • 

Background and Procedural History .•••••••••••••• 

A. 
B. 

En Banc and Collaborative ••••••••••••••••••• 
Appiications and Settlements •••••••••••••••• 

Proposed DSM Energy Efficiency programs ••••••••• 

A. 

B. 

C. 

D. 

SDG&E .................................... , ...... , 
1. SOG&E' s Application ••••••••••••.•••••••• 
2. The SDG&E Settlement .................... . 
3. Comments on the SDG&E Settlement •••••••• 
seE III .......... I ill ••••••• III III .... ~ • ...... '* III ....... III ••••••• 

1. seE's Application ••••• -•••••••••••••••••• 
2. The seE Settlement •••••••••••••••••••••• 
3. Comments on the seE Settlement •••••.•••• 
SoCal .... . ... ,. .•.. I. ......................... " .... ,. .. ... 

1 • SoCa 1 ' s Appl ication .••••.•••••••••••.••• 
2 • The SoCa I Settlement ••••.••••••••••••••• 
3. Comments on the SOCal Settlement •••.•••• 
PG& E ............................ III ............... , .. .. 

1. PG&E's Application •••••••••••••••••••••• 
2. The PG&E Settlement •••••.••••••••••••••• 
3. Comments on the PG&E Settlement ••••••••• 

Discussion • ........................................... iii 

A. 

B. 
C. 
D. 

E. 
F. 

G. 
H. 

Approach to Revision of the DSM 
Energy Efficiency Programs •.••••••••••.•••• 

PG&E's Incentive proposal ••••••••••••••.•••• 
Cost-Effectiveness •••••••••••••••••••••••••• 
Implementation and Annual Review •••••••••••• 
1. program Start-up •••••••••••••••••••••••• 
2. Annual Review of program and 

Rate Changes ••••••••• ; •••••••••••••• " •• 
Program Duration and Reevaluation ••••••••••• 
Conservation payments Under 

Special Contracts •••••••••••••••••••••••••• 
Improving Utility Efficiency .••••••••••••••• 
Updates and Comments on 
Settlement Modifications •••.••••••••••••••• 

- i -

2 

2 

2 
6 

8 

8 
8 
9 

11 
12 
12 
14 
17 
17 
17 
19 
21 
23 
23 
24 
27 

27 

28 
33 
35 
35 
35 

37 
39 

41 
42 

43 



" . 
. -, 

.~ 

A.90-04-034 at all . ALJ/CI,Ujfs •. 

I N DE X 

" 

S~joot Page 

Firtdir'uls of F~ct ••••••••••••••••. , •••••••••••••••••••••• i 44 
Conclusions of Law ••••••• , •••••••••••• ,.................. 45 
IN"l'ERIM ORDER ••••••••••••••••••••••••••••••••••••••••••• 46 

APPEH'ldix A 
Appendix B 
Appendix C 

- i1 -



; , A.90-04-034 et al. ALJ/CLM/fs * 

.G')::'~Uf'-'C:;: yJr(:fi; ·)}·INTBRI.M~OPINIONtrf)'! ,{-O'):J'UfO:~'Y;' \:,1111JI.I to 
''{.i ~ {~)u <"';,-! J 'r!~} C1JI{ ':-; ~J~~'"::C'~~-~B-J ::!j~} ft,:; r·:'1~~,'·)1 p~<rj~J~)c~~i'l ~d}_!_~~-·bni-" Jl 

1:<Uf~'·.;1~~ f:f~!-~ };"1" ~:~!tL.·:-, r;jjI' tS'Jmmary~O{I.i bc·:t;;"i\";i"ti c.·r.':"·;l L'lLC~ ~J()J·-·)·l 

Thts ~ec~sioil approves ;near,ly a,ll:;ter~fi (Q~.)t.l1~ ';", :', 0,'>.1 J {,; 

settlementsiiproposed;t6 uSl in (l\pplicatio{h (A. ),;90~Q.f'03~ ;of San 
Diego Gas )&. Electric, Company£. (5DG&&), ::.Ai 9,Ofo04-036 o(,Sg~the~{l,;;y. -', ...' -..... - - .. 
california Edison company {( SeE) ~ I A,90.;..04~03.7 I 9.fl~qlJth~r!lI california 
Gas company' (socliif{'aJ\d' A'~ 9b~04;i-(t'41 'of; pa:6ffic i G'ltS i ih\d 'Electric 

!.~'~ Jj; c'_"f~~'.·:! .>:!l t).i!·:~):_f;h~ ~;.r::-:.._ ~'::<} ;~-~:;:.y:)_{ fI{ t{~;~ 

Company (PG&&). ;'.!These ,programs; wilL bring! tOjC,c;t._-ltf9.~.~J~ JI'atepayers 
the economi6'·'ii~~;i ~ii~Jro.~e~ni~t be~~fl~ii.'-r?>:f ~exp~iid,lf~ ~nd! ~evitalized 

~ ,_ • ,~'~ _~ -. 1 0;.,.) ~ ~o .. ~' ~- __ "~-_'''" >"'} ,,:,'.' t-1t t ... Jl(jlt~ :_" ~ 

energy efficiency programs focused OJl~ the; ~\lsto~$r" si~e ; ,of the 
utility me:t~:r· • .' k/e'f~'t.r~~: to" il:s' d~inarid:--s.l~~'cmanage(nEme'(DSM) 

-," _ f, " "- ~ ,. \. ~ -,- , f - ~ " - :" f· ., 

programs. Utility, sharehblde~s, w'ili' shareln the~e'ben~fitsl 
through innovative incentive/penalty mechAhisms designed to provide 
financial incentives' for the utilities tovigo~ously ,and-

efficiently manage these pr()gt~ins. ; 
Ourd~oi~i~n'make~ 'a f~w mi'nor modificati~ns"'to the . - \ '" - . 

settlements in 'ok-dei' 'to.i>bWi«e 'a"mirilmum level. 'of ;comparability 
.. _'.) - '" ~ ... _"_ ; _" - " _" ,0 _ , -. - ~.." ~ "I" " • 

and uniformity tn the meas'ure 'of program
l cost-e'fie.~ii\T~nessl and 

1 ~ ,~ ,0 - _'. ~ .j';" _ " " •• __ • '.~ • '< 0 "_ .. 

the adminis,tration and revl.~w 6,f, the-programs._, P,a.J;ti~s wl.ll be 
.' , , '" ,",', I" ,':: _',. ' 

afforded the opportunity to ~omments on these modifications before 
we issue our final :decision, ()J\' the' applicAtl6ns" ' 

! . - " -

A. En Bane and collaborative 
i 

Thes~ four applications mark the oulmination of a process 

begun in Decisi6ri (D. )89'~05-067,in our "3Rs" 'ptoc~edin~j 
(1.86-10-001), in which we decided that the "Commission' would hold 
an en banc hearing to take a fresh look at demand-side management 
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Qf utility resources, parti(hila't'ly~~elect.ric utility resources. 
Demand-side programs focus on the customer side of the utility 
meter and have included programs 'for l6ad management and energy 
efficiency, among others. ~he focus of the applications before us 
in these applicAtions '!s:6n DSM energy efficiency; programs. 

il 6 G '\ ( Th~') imPo~tance! of 'J DSM '~nergy; e f f ic iency and, ~he ;need (for <~ 

rec6nsidetlh';f"'o~r DSM POlicies. ~ere'! laid iout :inD,89-05-067'~) ";,"1 in 
:,!;q{)J; j,:""It~i~:'essentiat'that utilities, have enough,:",'; ,~; ;r.:.\rlc<) 

:)[! J ','<!.i pap~~i!-y, to, ~ee,t; the n~.~9-!3. 9f'; thelr, cu~tollle!=,~." ',:, J'~) ,",;) 
, Bu~ 111 recent times, hUl.ldlng'hew· generating' ,d. 

,~ I '-"'(,CiTe,! (, I plAnts t h.l:u;-' belm "ft'ailght.' with ,p~oblems j: iimd, ! ,; ,~;Yi} ,{iii": .,):) 

! ~:; ir ;~~ J V,j~~,e':~ol~l~~e'~~~~~i!~I~~~~~~~)i'i~~~ a~~li~~~~~~ r; :"i;"'~; I,d} 
':iU 1 As"~e noted' in' Di 88-03-'008, (p.16) " adding: new;:; ~ ',. v;, 1";~,) 

. : r~~:~:ltl? '~b~~u~~~~n~~t~9a~~r~:~;i!~~~~~~~6~~~' '{i i; U,! 
,c. ; ., thenaturaleilvirorunent thanrel}ring' on . i ~ ,; '~'ie.: f'l 

"],i';'Y"l r.' ;e,xi~ting.resources •••. 

"We:have long been aware of the benefits of 
conservation and load management. : .... ' . 
Environmental benefits include less'air and 

"f'] "water' poll\i'tion- and 'reduced production of 
"J; i ~',i, .Jta~ardous wastes. By loweJ:'ing t:fle ne~d for 
, gene,ration from plants fired by oil' and9hs~! 
, ,L. "'conservation' helps moderate the demand' for and . 

'-:' [i C' prices of these, f~els., ; T() th~ extent- t~at" . 
, , . c,ost-effective demand-side management allows a 

r;,;"',: '., utility to avoid or defer construction of: a new 
generating. plant, there are, several ~ssoc~.at:ed 
benefits. As a general 'matter, 'avoiding s'uch 
additions to rate base helps keep rates down. 
If a,utilj,tY,dof;W not n~ed to"b~~,l,d ,:l ne~; 
generating plant, it also does not need the 
capital for construction of the plant, and it 
avoids incurring the increased ,finan.~ing costs 
.associatedwith issuing new debt or offering . 
new shares Of stock. Demand-side management, 
~y reduci~g the uncertainty associated with 

. demand forecasts, also helps utilities and 
;':regulator-s in making difficult planning 

,:1; . .decisions. 

"In recent years, we have maintained fairly 
constant budgets for conservation and load 
management for our utilities, because excess 
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1;'1 f, r,-d [(i:aapaoity,-and~oWi (>,ll. ~ncl; gtl~} PJ:Jq~~~~l !m~~~cll~hf?(ji ;~··hf1i,;,,--,D 
",1 ~ _, ', __ ~()st-:effeqti,.v~_ options •.. ~u~ now several - . 

:,l .. ', ·1.'1l"ci~dimsflincei>'~s\lggest'}tflatC'a Ifto~~UaggresSivEF' ~ ~;r, i ['l'cn '. ... )Ji 
'-}<{ demand-sidefmanagement~oprQ9rpll\,1~~y 9~i i ;1 '-'fli' .:,':nlw;:·;,Yt 

~)j~;:·)t(e55a~~yd·:·';:-:i .l(i .:.:; 't" .I(' c"-:rf[;:,:) h 1.,' ",,·;,1:" f'( ;."'-.I;'j!-,{Gd 

.}.~ ,;\ ([} ~ExcesS,;generating capacl~YJ tl.as ~.itnt!ltsn.~4.!'~ ~n, 'en'd, q I ) 
rfi!p~nt.; l!iO(\Jl;ls, ,_, ~n\11.r9fill\~J1~~~ l.pr,ol?lerp~ ,t~at i;1r~ " . r " ' 

affected' by fossll'.:.fueled gEmenition"hAve 'come ,'{.i () Jdr, I,,; 
to the forefront, includingairJpoP-~t~9n",~n;t,:;iiJI"v, t,:) 

. the,L9s, Angel,es Basin and the _'greenhouse- \ 
':':JJ:r t'e'fte6t', ',' pre'dieted' for 'res'ult) from' In'c'r~A.sed·' . 
~u /(,-'~atmospher~c"levels ,of carl~Qnl9i9_xl-de.['-l') r!l.1i!<'l" lc' 'JPi!<'-,l 

.' .. , ,Conservation can. make a contribution toward' '., 
,,',' ,~" "-1 ,~, t-~rd~cln9 \:hg~e' p~6bieins~; :1'0: addltion~ th~r~<> . ';:1 '.Il'.' L' t 
:" "c',.' t;t ,,' has ',been; increasing if,be).ated ~_6.n!=~rn ~~ut. ",' ;! i '~":':,'.J::.~q 
'.: /" 'y' : 0 t,hJs co~ntry's, t~~ci~ ~efJ.pi~, ,w,i~h, ot.h~r nations ' 
'. "'. "'a'ild'theunderlyingpr6blem:'6fthe" . ;'r; td.:'.,,·,f 

;" .. ,-:,{ i:iJ.compet.itiveness of American) bu~.i.n~s~es an-d·;:, 
industries. Using electricity efficiently . 
lowai-'s cost's a'rid helps Caiifornia"industries 

:; ,';)l'~:: and' busin~sses ;compete successfully against . " 
.. ;-" ";" T t:o~eign an(j. domestic, riva~s. ,Load management 
.. ,',.. '" helps control utilities' costs) and rates by' . 

\);1;.j using' existing generating plant~, more 
,,:., ".' ~f,fl.c,iently., 
- I • __ . __ ' .. _..I_

L
•• ;. 

',;" i ";',;- "Fur.therinore,' the conditions~ that ).e~ us to 
adopt flat demand-side management, budgets ,for' 

-~ '.1 { 

• ~ ., ,1.. 

_. j} '. \ 

the last few years--a policy called ·staYi'ng 
the coutse· ...... need to be' reexamined. Much of. 
~he justi~icatio,n forthi~ policy came out of a 
time of 'relatlVtHycheap fossil'fuel prices; 
·lower fuel prices made it more .di,fficult . for 
d~mand,-side ma.n.agement programs to meet tests 
of 'cost-effectiveness. 'Now, h6",,'eve'I', the' fuel 
market has gradually tightened. In addition, , '" 

, J 

'. r:" ~ 

. '.. ; ~ , 

. advances in demand-side management technologies 
iO'recent years may have lowered costs. The ' 
time is ripe f6r reconsidering our policy • 

'-. ',. ,. ',' '; , J 

i' \ 

, , 

.. ; ·'We Also i\ote' ;that other states have developed 
'some novel and imaginative approaches ,to " 
,dema~d~s~de management. We want toe'laiuate 

. "those' 'appr6aches and see if they are 
appropriate for California.· 

'In th~ 'notice of the en banc hearing,' the comnHssibn r ; 
sought a broad range of comment ont.hecentrai 'questlon r of how t • , ~ 

- 4 -
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dEHnand,,;,side~~~rbgi4m~1 sh6Uidlfit(· ihto utility reso\lice,-;planning and 

how regu la tior) '. ~~~;~~V~~~~~~~ #~~$J~a.b{i~.';J~x~~ ~~~"~~ ~,in; <}~~atld-side 
resources. The notic~ identified 1 s~verAi';9bals"jthat'1must be 
balanced in choosing a course of action on DSHa' l"( I)F~t$i{omic 
efficiency,n(2)·inil\imi~i~g en~r9y~bills for.:a.ll·!o~stomersi (3) rate 

stabi I i ty ,( 4i) :.,~~ft~,1r~.friii{y~ '~~,~}i:fy} lJ ft~'r?Ji;\J~ h~.I~ii~~:~: ~~~:~ 
(5) contributiilg,tb;~o6ietai;'9ba.l$i;'::r ,;.'"),l~>vt <".i!!J ,.~,; 

The ~n~b~'i)6:~h~.i:ring:b,n. Jply~ 2:6:, r?,8l{::'~1~~~.~~~,>1 wide 
range of opini,on and, pa~tihipants" from a; broad; cros~~section of 

interests. AJ.t:l~~··~~~f~~9: ;~W?1~~a';~?9~: '~b~t; tb:f:~-":e~Jiaborative 
process in wh~ch!utiliti¢s ;ifnd, other: interested parties:,would work 

together t·~t:ri~'d·' ~h't~~il~~~c{!~bt~'h)} .¥aY~:/p~ \fu~¥h:~~: ~Aht strengthen 
demand-side prd9~~ams,)f9Fl the: Ca,lifor.nia' energy' utilities, and bring 
the results of ,lh~Tr'wor).? b~~k' 'to' th'e Coinhli~sion~! f ThiJ}Y1: 

~ :....:- '~'-;:.'::: ')~'-' : !:., . ' .. '.: ~ ~;(_. " }:;,_"·',i ·;_.·: .. ·.:f)l~ 

collaborative working 'grou'p, a" broad-based group: of stakeholders 
j i 1 '. :"- - " • .-'. _. " ,: i -~ . '- _". - - ,. _ .. ; •. , .~ I • - t ;",. ~ -. '. 

and observers 1/ 'Pet:·o,v¢r:.~, cou'rse of. fl.v,e m?~lhis!.';{!jhe ;t{6~laborative 
group produced and presented 'at 'a 'January 1990 Commi.ssion meeting a 

• r! t _ • ,- ~ c -. -j. •. -. 

document entitled An Energy Efficiency Blueprint"for California 
(Blueprint), which :repo'rted the 'results of, its labors,' including 
proposals fO'r' ifJ't~te 'a6tion.;:. " :;,: ' ' . ."..'....' " ': .... : , 

Th~' :c·0'i.16bor~~ive$t~kehloiders' ui~cl~ded the £~ur major 

California eri~r9Y \ltii.it:i~·s ,~he ·cal.ffoii)ic{ Ert~t9Y :~onVri'i~sion (CEe) 
and our Division of' Ratepayer 'Ad"ocAte~ •• (ORA)., 'as well: as 

participants:iden~ified as r~pr~sentii1g ~nvirpitn{eritat~s:~s, 
residential rat'epayersi commercial ratepayers, 'low income 
ratepayers, 'lndust~ial ratepayers, CaH.f6rniil '~tci,te 'ag~i\ciesl 
agriculture, energy service companies, and indep~'ndent "energy 

producers. The c,!llaborative observers incluqe~ l.egis~a,tive 
representatives, the South coast Air Quality'Management District, 
and several energy' 'con's'ulting ~ t"irms .Th~· ;c,o~ lA~,r,atfve ,was also 

assisted by the Commission's'Stiategic PlanningDi~is~on. The 

collaborative grc)Up agreed that ,PG&E, ~DG&E, SCE"an~ ,So,Cal would 
prepare and file applications in March 1990, for exp~nded DSM . 

- 5 -
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conservatio)\;,prdgiAms thattconfohned iwith'.·thetprogrpms outu,IWqJ f(>.X' 
each individual! utility~l in~.the'Blueprint. J c;!() Lt r bhc. <;!I.e' • }fILi.': p; Jlj 

B r t :a ..... ' 1 - . ti' .. ' ;),. .... d S' ttl' . t··"' '.' . • 1 !eyJ> ~ca ons;a.u 1 e emen s;",: ,.) '{fur, i",r, .j~< ClnuL i!(} ci',jjf,-.(! 

{f'f~<-'The"applications:'before ~ us,' ih this"dOns()lid~ted,l j;) ,O(I.~~ f 

proceeding are: those lpromised r. by .. the, Bluep:rittt, ,',These fpur Ii. 1"'~" ( 

app1 {cations'~ for expciJ),sion 16f conservation') programs; we;ref il~d ~ ,in, i 
la'te:Aprill' 1990 i j SDG&Ei fil~d its' applicAtion:; on April:--19.iQ(l.QI ~l,l~'i 
Applicationt \.las ;not:protested. '.:: PG&Ef and1S~abfiledl theix ':. ('He'! ,"» 

applications on April 25. SoCal's application was not prot~ste<i.',~) 
A pr6test j tcY PG&E's application f was' fH.ed( by} App"-Techb Inc. on 

MaY,"31,' 1990,',and,PG&E! filed' a responsej ~o the protest,June 13.;1,' ',~ 
SCE' filed;,lts application on' April- ,24 D' N protest· to; SCE',s f.';,: "lt~ 

applicati6n:'was: filed'on May '24 r by Transphase Systems, Inc.··· ;;.:.) 
('l'ransphase)', and a'second protest' was' filed: May 25, by theNa.tion~l 
Association' of Energy Service Compan~es· (NAESC) .. , SCE; respond~dt.9, 
both protests on:vune 12, 1990. ,SCE file~· an amendment'to it,s" r; 

application in 'partial 1 compliaJlge with' R~le' 23(b); and (c):.on , 
August" 13;, '1990~~ ;,' . ',.,!' ' . ;.',; ,If; , . • 

',:;' ; .f A 'prehearing conference' was, held on the consolidated :; 

application's: on 'June' 15'" 1990." AppearancesfFoma wide variet.y. of, 
interest'ed 'parties were entered at ,that :t·im~.i' At· the 'prehearing ".'; 
cohference.'the Adntinistratiye Law Judge (ALJ) 'ordered the £11,in9,of 

additional 'inforination by the' applicants and by the Natural' '. 'l I 
Resources Defense' CouncD. '(NRDO), in order to s.,upplement ,the recpr4. 
The information requirf',d from' the utilities cOJ1siste,d of a si.de.-by­
side comparison of th(J proposals of. the four applicants ·and;· 

separate'information from each applicant on past DSM expenditures, 
the :'currently authorized DSM program, and the impacts of the 

proposed "piogramson ratepayers '0' The information required from· 
NRDc'was a repOrt on 'conservation programs of California .utilities 
that had previously ,been prepared 'for the' Commission's :July:1989 ,en 
banc in the 3 Rs proceeding (1.86-10-001). In additl,on, PG&E filed 
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at1 the'lAf.j,~ s request!relev8nt;'pOrtions :6f Jthe coll~boJ;ative-"''''f'l2,r\o:) 
Blueprint. The additional, information lwasl f.t.led i,andfserved 'on all·) 
parties on June 26, and July 6, withlcorrectionipfi~edion}J\ilYi\11,H 
1990. Otherjparlies·had r 10 days Ito ~comment·.6n'Jthe i~dditional 
information} but:ino oile; d,td If fi The: a<;ldi t ional· ~nformati()n ~as, been Fl 

idehtlf l~d for·ethe, record: as t Exhibits I", throughl9 I list setl forth~~n , 
Ap.pen·dlx K' to' this decisi6nJ; f Exhibit '1,;' which) is the 2 side~bY'-sidec 

comparison: of} the f fOur'pr()pOsals~' is attached'~s : Appendix 18! to;' tl:t~s 

it r', .:' Eachi of -' the', four',' a.ppl icants . annouju;:¢d its 'intention (to) /, 

seek· ii' settleinentofits application at,the' prehea'ring, confetenc~ .~: 
and held a' 's'ettl~mEmt t conference pur~uantto: Rule' 5~ •. ~ Motions: to~,'.: 
adopt Settlement'Agreements'were filed on:June 27 by. SDG&E, Socal!. 
and' PG&Eo' ;r seE i fllacl.· 'it's; mO"tion.- to adopt -a. Settlement Agreement on 

July 2 ~;'; The~ protests to', the application became moot with the 
filing: of' the settlements', ,sihceeach prot~stant joined in "the 
settlement: with the utility: whose application' it; ha~ ;protested., 

Each settlement was accompanied by a motioh'.to ~hQrten, ,:_ 
the time' [for filing' comments; on ·the ,settlemen,tsl estab~ished by 

Rule',SL4·,,' from' 30 days to 15 days and to e.1iminate reply comme.nt~. 
By 'AWrulihg dated July 6;, 1990,' reply. comments were .e~iminated'i ; 
but ,th'e' time for filing comments was kept at· 30 days •. f comments on 
the settlements were·filed by Toward Utility Rate Normalization . 
. (TURN) on' July 19 t by the Federal Executive Agencies . (FEA) o,n 
'July;25, and by the Department of General Services (DGS) on " 

July 27/ 1990. 
" :r·on AugUst 20, ,1990 t SoCal filed a motion for leave to 

. ~ , 

submit sl.lpplernental 'comments on the settlement of its application. 
Supplerrter.tal comments were i.jointly .filed py SoCal and TURN on 
August 20.; 'SoCalfiled revised .copies.of·. Tables 3-A, 3-8, and· 3-,C 

'of'· Exhibit; 1 i which have been desiqnat.ed as Exhibit 11 and ar~ ' . 
. Atta.ch'ed'as ; Appendix' c.. \ 
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~~~.~ ;-;'dfJ 1..,(-" J ..-:~r:~ I" d"., ~ ~ :.~'; ~;.; ~~ "')j~} :;J.-:.~' '.'~.~.""f'j r-l.,?'"·_~1(~ 

!", h: ~,~ :,: '~~~~, i;' ~;n~~~io~,'~ ":,;,,' , , ,~';', ';: ::!', ';' " ;: " ;,::, :i:";' ' '~ ~ ::: 
,,-, _ '!; i _7 s~~;~ J>r,<?~siT§> ,~9:, ?~~,~n~ ,i ~s,) f!~~~fg;Y,~ ~i,~'~<?~~rc;f:rFi?r~~~:"; 

in 199,O,-jA,Mt 199,~, an<,i,t9 spend,up, tQ $2,5 .• 5 ~i,lliotl, annua,lJy to fund 
.... ..-" __ I:~~:i- • l ~,~ .. L' ". _·-f~';: -.'-:',-'!I,-_Jf 1~'[;~ {._'r_-/~ .{:I "~? ~::~-~rl 

new DSM programs, which are,. i~~remental to ,thos~, a~thorize'd {n'til-e' 
~ ,,:' ',. ',. .1 ~ '-;:"_:., ~ ;- ~ '. !: -=- ~ .' ; : tl ; . ~~ j. ~ l~.' t ... ' ~ ".:.;:.~ t l t ~; r). . f l ~ i ,. l f 1 

1989 general rate case decision' for S%&E (p('.~~"79~~Q~~t.,- Th~ '., 
. ; .. ~ )J ·1_ •. J .,. ~ ... tr, _ .t. Jo .. , 

programoJs e~pectecl to ca,use,a ~ate, increase of 2.6%-andwould 
, .. ~_I~~ 1("_'. -,} : _ •.•.• ,." . ',' '-~, '~.' • ~ .. ' ~-.;':.... ;'. ---:;-.ll.'·~'l :~:L:!:'~' 

increase S~&E's cur~ently authorizedDSM~xpen~it~res by n~arly 
. ",.. ... -~. ~.' ',' ~I; ~, ;f -.): J ;. <_ .•.. ,:-_~ ·f~~t: '.'.;:~ ~ r- ~~f'lji!~j 

150%. ('l'able 1,. Appendix B.) The new pr9Qram?,foctfs.on ' __ . 
~ ~. .~. : ": _ • J • _ -.,:., <: '., ,k; .".! l. . < ;.: [ .:- ~} \~.I .;- i f t J '.: ~ f ! E ~: 

residential and small commercial customers, including new . 
! " .. - ".. < L '-) ~ ~~- i _> ~ f {(. : J I! '-.:') 1 j ,J _",;:; 

construct~c;m. ~p.d _~~fi:c_~ent f'-pp~~ainf~~' as! "",~lil, as ;~Hfe?tr assistance 
for low-income. cUstomers.' ',: "'j '"j.l : ,., ,<,; ': ' ':;':Ic' . . 

srlGst )l~~O_ ;'pto:pOsas "t,hfe~'j~~~';'~~~:re;h6~~4eF~ (incentive/ 
penalty mechanls[ris'i~hi~h 'are 'to, be ~e'pa~Ate )from, 'the penalty/ 

reward mech~_n~:~~;~l~eadY E;s~ahl~~h4a by 'p. 88~O_9-·:'-O'6jfor DSM 
,. 0" - _' _ _ _ • - .. , . ' •• • J i - ~ i.: - . _., \ 

expendituresauthorlze'd in the GRC." SDGirE intends to propose a 

unified DS}! progtam ahd incent'iv~ 'm:echiihis'm'}n it's,modified 

attrition applicatio~ for 1992, to be fii'~d)n Ma~ch 1991. 
Under SOGH:' s proposal,'. 'f6r 'res6urc~ [programs and new 

. ' 1 '_ ' 

construction lighting programs the ut.ility, receives an incentive 
I" , • _ \ • • :..... . '. • ; r. -: ,J .' r ....,' 

payment of 13.5\ of the net savings produceq'by' the program, 
.- .; ~ - - .}. . ", : 

subject to a'penalty for failure to meet minimum ,performance 

targets, adjusiedby a cost.:..'mi'\imizAt:lon; ele'm~rit. For other 

commercial new construotion:proqrams, the u~ility ,incentive would 

be 9\ of fJie' qroi5~ progrAin savings. -For tn~'direotassistance 
program, the incentivepayme~t't~ SoG&E WQuldbe 5\ of 

- 8 -
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expenditureSjsubject to a minimum performance requirement. No 
incEmti~~~')ifei~pfbpa~~d·{'io~'.1 ~~~c~fi6i\';:\~Jsta~e~ J aU~i~ne's§, tests, 
a:i;it~ej~~~i~~e~t~j 1~e:;ig~~{' ~A~uiii rna~i~\~m' i~c~At;ivg'lpayiMnt "'wC;\1fd:?' 
be $2.5 million in 1990 and $5 m'fiif6ri lrt! 1991 \fO:t f All'-"rte{.f16 ,h,od J'1 

programs. Penalties are assessed for performance that falls below 
the minimu~'1~Uk(lr: '1'''';'!''l{ll:t '{u'!' i: ;-:" t"'J";'! .J'! 

SDG&E requests the establishment of Electric and Gas 
Efficiency Balancing Accounts to record the program expendltti~~s a~ 
well as rewards. an.d penalties. 'l'he eX·~c:t'E!(:i; I::Ai~ tii6i-'Ei:.!:Ses· ~ould 
b~;;'t1q't~~l~&jl~~~~~,: an'd'~bi.id~ ~ri{6rttz'ed in ':CAdis ~Ven~~three 
i~~F~ .l~_t ,SW&1i

f
'¥i{Ul'& "fi~kt \~e~~~sCt' a' rat~ lilcr~a;s'Et fo~t' tht~r, D'S~{:: '1 f 

pi~g~kht,rn·/ Jit:~il t9'.9,l'~'C~~ (~'~d' ACt\p appiicatio~s;'" ." I' ,,,,'j.! >~~:(: ',,'<;,l 

,~21.t' Th~ ~D&:g '~~tt'l~rtt: , ',!.;,';'" f 

,uJ 'j<j'.' .t~~~' p~oposkd sett:lein~nt' Of SDG&E. sappltcatlon was' 0 "!)';: 

't ~ -1 ;~. :~1 I { 'V t t ;") -). ~~ { ~ _, ! :. ; : .. - . .• . i ,~ , I ' .' ~ ~ - ''; 

entered into by SDG&E,CEC, ORA, NRDC, TURN, and DGS. 'The 
substanti\T~t~qi~~fu~mts' '('iisted its items 2 through 8' in the 

.-,. -:J~'r r/~~ tf<;.'·-. ,I' _ .'~-_, • 

settlement) are as follows & 
~) ,:~i;j_":*, ( ~~'~!-J l"'~~"-f ,:-i} '-(';" ; 7.-" - . .,' ... ' , , , , ' . l.·· .. Generally,' (SDG&E's) application p~esEmtsa' 

consensus view of the programs, funding ',.,' .. 
: 'T! i,' i;'" ',', ;le~'r,;t,s,:"and" inqmtive. mecnani:~m~ ~, reached, 

dur1ng the collaborat1ve meetuigs a'nd ' 
"'{,~ J ;,.1:.1 's~bseqUent dispussions. Since the filing 

".,of .t,-.e. application, som~ parties t,o this 

, , 
" 

-. i., ~- ~ ',- ; 

"agreement have continued to refine certain 
",( j,' 'features of ,the '¥.easurement Plan' proposed,':; 

i"; " 

... '" 

in the application. , These refinements are, 
s,et forth in' Appendices 1 and 2. In 
addition, the parties have agreed upon: 
various other additions, revisions, and 
clarifications to the application 
identified in Appendices 3 and 4. 
,According~y"the parties to this agreement 
hereby stipulate and a:gree that SDG&E' s ' 

" "Application No. 90-04-034,' as modified by 
;, ,Appendices 1 through 4 should beappr()ved." 

"",.': 2 ,~: 

;i: 

"The·new programs proposed in the 
.,appliqatiqn (described in Attachments J and 
K 6fthe application) and the budgets for 

. these pr09rams (described in Attachment I 
thereof) are just and reasonable. The 
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~ -... ~ .-

Commission should authorize the 
implementation ~of 'these. pt'Qgrc;lms t i!n~. [n~) 
recovery in rates of the .as,5QQiat~d'i[,),\ 
expenses ,up to an annual maximum of 

;:,;,$25:1 400,000 I ,-in 119,90, dol1ar~, ,(QrntQE;} tyeaJ;f? 
~!,i)119901and 1991,! recovery ,to 9CQur"io/t:he: 

Jw;:manner .desoribedin_:Seotions,J;J;j l.:q, land 
,IXcof,,:the application., The: El~Qtr~(l" . ',' 
Effioiency Balancing Account (EE~~) ;and Gas 

;~fjEffioienoy Balanoing ,Account: : (QEI,J~) .;'d·· 

,":{ d~sorib~d ilL the' applicat.ioJ) i shollid be, 
l(~stablished"to,!track pr6~ram ,xpen~es, and 

,~.':1 ;;to":fAcilitate ,rate recovery,'_" n i ,'-~,,; , 

• :".' (~> :.. ~ '- -: :-, -;,~. 

3. ·Thenew programs describedirtthe 
b:u appli<;:at~on are· intended_~ to, be _ tmplem~J\tec;i­

indue 'course' following ;Commission,1', ' 
::'~',' ~'ailthorization of -the r programs, and the ,: 

l'i~requested rate recovery/ iind shall ,Goiltinue 
nihraffect through the endof,1991. :,he 
effect'on minimum performa.nce;requirelillants 

u. t! of; it' delay in COinmission 'authorization is 
:"i fl set, forth, in Appendix 4,· 

i~ :-~ i ,J .; '.., :;. . '.~ " < • 

4 .,_~The' incentive mechanisms; described. in ,i 
At;.tachi'nent L' of the ~pplicatlon ~re .:, 

;; r i appr6priate and reasonable. i The Commission 
':<: should. a~thorize SDG&E to' implement the 

mechanisms and, through the EEBA' and GEBA 
-.'bal~nci~9 accounts, to refle9t,inJ:'ates all 

shareholders penalties/rewards. resulti,ng 
. r i from the mechanisms in accordance with the 

mechanisms' terms.-

5'., "In the application SDG&E proposes_ that the 
EEBA and GEBA balances and forecasted 
future program expenses be recovered· 
through rates adopted coincident with 
SDG&E's annual ECAC (for electrio rates) 
and ACAP (for gas rates) decisions 
beginning with the ECAC decisionsoheduled 

,', t;.o Pe issued l1ay 1, 1991. In the 
alternatiVe, SDG&E propbses to reflect in 

"rates the increased revenue requirement ' 
. reque,sted by the applica~ion, coincident 
. with' 'the application's approval. In the' 

intere,st of rate stability, the parties 
.: urge the Commission to adopt .SDG&E's 

, primary proposal for ratetec6very by 
'i' authorizing SDG&E to recover the EEBA and 

GEBA balances, together with forecasted 
future expenses, through rates adopted 

- 10 -
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'...-ltf.:! '-):, (·~(i)ii]iJn L~Ivccd~'; itl)j-_·,:~_E ~ -~{,:) 

coifloident':with SDG&E· 5 0future jECAOfand 
ACAP I'dec Is i6il5 • !' I fJ 1 () ': '~L1 f;( )1 i '{ ("'.'V) ,,'1 

10 5:f f -1i>:r·, t (':'111ifit-; ~ii-:~ (} r .rIP ~~':::-};;;-~(-:'r~.c~ 
6 jf·!lAtt:Adhfttei\t ,M ,t6 !the l'applicati6n ,d~scribes 

, SOO&~~s-'plar'i f6r'<niaasuring ithe performance 
;;r'6f \l~s proposed ~programs •. J ;This; measurement 

plan; ~!ifiohidin<j itsc\tariou~ 'assumptions, 
;!,.f;:) estimat~s; artd~pr6cedllre$ fis reasonable 

and, (w!th)the additiofls 'and 'rnodifications 
, set fb~th';inAppel\dices 'land2 i 'should be 
'''Iildopted:by the"comrnissionas the: means of 

measuring the 'future performance o{:SDG&E's 
proposed programs.-

:':~;(} d r {if::;' <' -t:: .,.~ . ·'f.<~ .-~ ",' .-;! "," " • 

7 ft'- "The"! implem~ntatl()h :0£: the 'new ,pr09riu!l~ ,and 
perfo~ancl! criteria specified,in'·the,; 
"appli~~t~o~,and'this 6greemefttn~cejaitates 

:.l'n r achange·t(ythe, present method of funding 
c6iiservati.ol\·p~yments made in connection 

;,.j ',:with' special contracts • Currently, the 
,;! c6sts of' conservation" items offered in lieu 

of a rate discount-to customers considering 
bypass come out of the utility's existing 
DSM'b\tdget'j until t.hat budget· is exhausted 

, {~ee'D~89~05;"(0671J p., 7;D,90.:..05 .... 030',·. 
,,';' ~':p'. 2)i ,This approach is incompatible with 

~h~ proposed new programs' and performance 
('criterHd . Th~' parties agree that, the 

U f, C6tru:niss10fi) in its' decision adopting" this 
L agreement, should change this funding: " 

',I; method by'statingt 'No funds authorized in 
SDG&E's last general rate'case shall be 

, used for purposes of funding Conservation 
,\ ; PayInents iifconnection' with an EAD/Special 

Contract. Instead, di~ebt costs of the 
coriservation items shall be booked and 
recovered in the same manner as rate 
discounts. ' • 

3. ComiDentson the SDGIiE Settlement 

F~~ file,d comments expressing a (Jeneral concern that the 
contemplated programs should be regarded as experimental and as 

research and ~hatDSKprograms not be further expanded without the 
opportunity for :all interested parties to analyze the results of 
the measurement. and' evaluation '. pr6giaros. FEA expressed particular 

concern witb th~ implemerttation of utility sharehold~r incentives, 

- 11 -
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stating thatO the: record ~ contains" nO ~ argumellt ·, Or.:..=-, ~y.1~~J1C(! i ,1;:<) ~~ppof\:. 

. the'} need":. for pi:ovlding1·incentives ,toiinduce SOO,&R,to ~~rrY' 9~~ O(~('I 

programs and ',conduct,~ r~sear(::h' that~ J.s, Sl p~rt. 9f: Jt.$t b~si9)Uf~~~t-Yd j 
obI i9at.t~)J\ \ (,1) FEA" points, out, that the, collab(>fat-!-ve '; ~Jmpl y as sumed 

the need f6t,·, sh~"reholdeX' l incent! ves .. and; ar9\ie~: that ~ tp~X'~ .f?1101,1J~! ~ 

a~' full'-,a~d:c6'mplete ,'Airing; of:the conceptual\ ha.si,s) (or. s))aF~.h9l1e~.j 
incentives'land: the benefits.~nd. drawbac~s oli.eacb propos~'d .'; ~~ '!L.l i 

shareholder: incentive 'meohahisr.n.,·"FEA, notes that,,;unlik,e .. the, ptp,er .. 

three: settlements',i SDG&E#s', does· not, sp~oifically pro"id~ .. JOF' ate {,·f 

review of: the' shareholder· inC¢i1tiv~. m~chani~ms :at,; th~, e,nd. 9f"J99,~, f 

and recommends' ·that stich a' reView bec4:)flduct~d.for· SDG&E.r, fEA qQe,s 
not,< hot.lever',.oppose the adoption of .the. settlement. .Instead, FEA ,', 

'seeks" assurance from the Commission that, full, andcomple~~. 
evidentiary hearings will be held prior ,to,extension .of any,~f 
these mechanisms/:or implementation of any new inceT\tiv~ 
mechanisms •. ,'.. " , ";" - "" 
,',: : --'~'~:'DGS filed comments in support.of.allfour,.set,tlernentsand 

attribut'es' this 'support to agreements it has ·reached with each of 
the four utilities to work·together on\enhancing energy efficiency 
in State facilities i' DGSdoes express 'concern th~t the .proposed .. : ' 
programs 'for conunercial and industrial customers are sti.ll 
insufficient, that the money should be used to fund actual projeot~ 
and not simply contacts or marketing pitches to c~stomers, tl1atthe 
Commission should ~equire utilities to provide hilling data to any 
interested cust6mei at no cost, and that,programs should be 

developed for ~6n~core gas customers. 
B.; SeE 

1. SeR's Application 
SCErequests authority to increase its DSK conservation 

expenditures'by $30 million annually in 1990 and 1991 tO,fund an 

expansion of existing DSH 
r~sidential;DSK program. 

OSH expenditures for seE .. 

energy effioienoy programs and a new 
This would be. nearly a 50t inorease ~n 

With the five-year amortizati~n propqsed 

- 12 '-
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by:' see" ttd's') triio'slates i ,lnto~' 'il' rA teo·increase·' of.:- abOut i () 109% for j" C:J ,; 

1990 Ahd 0114% fb~:1991 ahd~rht~tdecr~AseSlbf)Ot02')iQ 1992'iQO~()1'J 
in'd 994 ;:10 H)3%f in1 i995, land (). 08ttjin~ 1996-.'y· (Exhw'3 pTable 3i) if}O',fq 

;; Y;:,,::;~ t" SCE j also'fproposes( a1cost-effectiveness'lUethodologY1Hl< [,i,) 

'~rfbrmancetm~chantsml"and, a', Shareholder; ince'nbive/penalty ;,>11 "ffJ 

pr8pb'sAlyqjased' on' 'ifn l amortization approach' .. i Under; ~CE~s')proposed', 

iIicentiv~lpE!J:\alty inechc:inlsm~' some :tiSM' program' c6sts; w'ouid: beu;'·:.:sr: 
amortized· in: \ k-ates oVer 'a five ..... year. period. The unamortized;',," ,.j;': 
balance~,,"-teimed' ii' "DSM"Cl'sset, r; would earn the uti),ity's-·authorizedi 
rater' of-return~i J Under: seEI S' propo·sal,. $26.1, inillioj}, of 1 the, " l i ':')'( 

additibhal' $30: million in'i1990and 1991- would be subject- to ... ·"'.', i'd'_' 

ClrrtOH:i.·zation'. Ai1'add'itional~ $15.0 million of; the,$~1.~'. million, Ofl 

similar conservation', e'xpehditures -which were' authorized in the 1988 
seE <jeneral 'rate 'caSe' (GRC) would ;1ie removed' from base' r~tes' and "., 
amortized oVer fiVe years., $17.8 'million of· the, previously~ " •. ,i l 

authorized $37.2 million,' plus $3.9 million of the annual 

'additiOnal $3().O·millioh would be expensed and would be subject to 
a 'cost.-'plus' :5% ; incentive paYment. The ,remaining .$4.4 million' of, i. 
the' $'37:-2 miilion previously authorized would continue tobe:. ~';"i, 

ext>ensed and : \.iou ld not be eligible for an ' incentive.' ';, t :'. i" " i 

, 'SeE's proposed performance mechanism would assess a -!~.;<' f ~ 

penalty for failure to achieve a'spe'cif,ied performance leVel ' 1 :";" ~ 

t'hr6ugh' forfeiture of a portion of the earnings ,that wO,uld "i ;.!' 
othe~ise be realized' on the unamortized DSK balance, • .-. 

seE requests a decrease to 'its Authorized Level of Bas~; 
Rate Revenue (ALBRR) under the Electric Revenue Adjustment 
Mechanism (ERAM) of $1,141,000 effective for service rendered on ,:; 
and after July 1, 1990. The ALBRR under the ERAM would be .: 
incieased by $8,539;000 effective for service rendered on or after 
Jainiary 'It' 1991. seE a1s6 propOses that the ALBRR underthe:ERAM-, 
be irtcreas~d'effeotive for seu:vice,rendered on 6:t after; January.:1" 
1991 tb ~~fl~ctthe $'/398,000 het effect of the.July 'lj. 19'0; and ( 
January 1., 1991, authorized revenue:changes.-

- 13 -
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2. The! seE ISGttleaent~;~! },:-;;u :,"'5o=,} ·31 11',-." I J } ':)3 '~'jfl' 

. f,,) 1''F.:b: ,SCE ;filed .a.setblemertt.,i'l,,-whicl) ,QM, . ,C.EC'f,I~.RDGt 1 b" i.l h (,() 

Transphase,;' NAESG, 'TU~" DGSj '. and -.Cal.::~eV~ Jj9,i.n~.<;1 I:',., 'l'~.e. }H~t..~,1,~fO:~J:,l.ki· 

contains no summary or listing of its agreements that can b~ r.::c,J ((,1 

displayed here; since (it·cO,nsists,.primarilY··.QfLv.O,lt,IIn~no~s 
at tachmertts th'~t! j\i)~J i~r~'f~l!en~Jd! (butt ndt :"S\lmitHl~{~'€d: ;iif the the text 

. r:.~~· ~'.lC,i)L r}Zi f.; I u'-)~i-::~ 

of the settlement t together with some sPecific agreements that are 

contained in the ):t'1:~f~o~ :f~e; ~~~t+~~*~fi~.~:?~ .,~~f:1~~~est ''-of the 
ALJ, seE produced by iletter dated, Augu&tJ 13; C' ).990 I ;an index to the 

attachment s f, A?e~~~fY ~ii~ ~9*~;' a~, ,4p~~ fi,C~~ }1(:~~~~o,i~ of the 
application, while father ,a~tachroents:'iep~~c~ porti()ns of the 
application, ~i~tld st~lX:btl)~;t, 4tt4cfui\EkAti:;! 'proV.tde·'ne~' information. 

~ - ,- ':.' ~ , : I r ' I ~ _I ." .'. 1 l ~_ ' :'. ~ ',(_:: t, ~._ --'" -r : !. I ~! -; :.'.. - ~ ___ 

In order to preserve this.iinformation, the,,index;has,been 
identified as Exhibit; iO'fb'r"t.he i~c~r<\:of this ·ptoceeding. 
However, eveilwith tile·' ind~k the settlement [fail,s to, id~ntify or 

explain each,.<?~ cith~: .sp~~fffk~ ~h~J\~es 'mad~~ 't6 t~e.· ~~~~ication. 
SCE'and,the:othertparties to this' s$ttlement are put on 

notice that we ~}{p~cf,bet~~~'r th~i1, this Ih,·th~ preseriiation of 
'. - __ ". 1 ~ , .I. ,~ _ ;. .. •• ~ '! L _) ~ . ':; ~ -' _ : 

settlements to this Commission. At,a minim\lm,.a settlement should 
~~ 1 ) -.' l' .~ 'I. . r ,- ~ ..;; , -, . - -._:" ,- ~ - _ _ -.- - - . 

,clearly lay out thes~bstance_of the. agr~ements: reached by the 
'. ,: ~, :~, ~: ~', .. ' ~ - -' ,)! - . -" : :- - . ~ - , ~ . 

parties and the effect of thoseagreements·on the positions 
previously taken"bY;rP~~tle~" 1:.6, t~~: prot~e-d~~9 '(~hich:would in this 
case be the ef'fect of' the \ pro~s~ls on'th~' application) • The 

confusion c:teated bY'th~ ~isotganiz~d. type of s~ttle~ent presented 
to us here unnecessa'~ily increases the time it tak~s to review the 
settlement. It also increases the risk that the settlement will be . . . . . 
rejected for lack of· clarity, nlisunderstood, or 'interpreted 

contrary tp, the:)ntent of ,the settling ~arties/. and parties should 
require no further spur to olearly laying out their agreement. 
Were this set~~eni~nt' :not p~rt of' cicpris~tidated prOCeeding with 

~ , _, • • • " '., 1 ~ • 

three other utilities and were we not committed to expeditious 
action on ttt~~·~app,liciat.'ipns to revl~,cil,12e 'OSM programs, it would 

. . '. , , "'., . .. ~ '... ~ . " 
have been sent back to the parties for clarification. 

) . 
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The Settlement S ta tes that SCE' s~· applica bion 'As: . $: 

clarified; ·ame'j{dec{:!6r ·cfddeci-to', by itlleo 'sett:lement fsnould :be adopted. 

T}{e"c}i{e'f ~"<fqre'EHnents;:.f.n fthe 'SCE 'settleme'ilt mayl be .sumroari.zed ril.s,flf,"l·l' 

Iff',f-The !proposEid rc6nservatioJ\; progiam'!l(;': \ ~)"! 'Jif Iv;'{c, [qed b 
j ZD:J GiLt ':i! j ~,xp~,n17d4~~~r~dfi ,se;~./Qr~h, i.n ,t~~.appl.~C?,atJC?~I) -:,! ,t" "f:)'" J ><; shou D~ ,~ optea. , ... ",' .. 0' '0 

~:'jr) ,-]nflJ .::~}~,.;)·;r;·-~-1!~·;" ·)f. t (->.<t=.:! .~' ~, ;f ~ " ~~; !'1,,"-'{'_~ \ 1f=- .:~{~ J.':.I·~ t.::-~,il If) 

::;iJ 1L2·"c;:,$GE;.'W!~! ~~pa~<:L.its;~o~"inc8me,;e,:~rgy ,'j ,:i "f!ri;:~;H!:) 
.. eff1c1ency programs; w111 ~6rk w1th"a 

,';:; f)J,:'" .;~! Oirect \ A.ssistance Program comrnitt~e on .;.; .. (, ~ ,')"~ \ L ,r~ 

"~;U :0 ~~~~~e~1~~t16~\~~~~~a~~~o!i~ ~6i9i;~H:'~ith'~Jl[' ';lJ&J ir, 
n:f~ J(J the fCECj DRA~t~and Cal;..Neva)dmd,·will f ~;[;' ,flU} "~'_:,j ['1'i 6 

.nor fC c'("-'f:!r~q~e~~im,,~d~~:tj.Q'l~~ $~ miA~i,o~cl?~r. y~~r (Of t.-"-.r f .,, r, 
for .weath~r1zat1.on and $43 ml.l11on pet' year ". ,'- ,,< .lq.-

""ffor:'low-iilcorne appliance rebates in ,its .;;." .. ,".;,,[.:. n I 
• F;\ ~ r;"'Jl~~t ~gen~ral.rate case app~ic~tion •• , : 'iT} i;>J:,j 

1',1 '11 U 3'"h fThe shAreholder - il'l.centive/pEmalty;mechanism: ,-w'/: ...... ,-.l{ 

• ;«i r F:' 'P'iC?J?Ol?E;!<;i by. SCE~S:. a~pl~ca~,~?~,~houl~ ,be . .; ,_ .. "f', f 'P'l 
rev1sed to l.nclude a performance mechan1sm ' . - "\ .. " 

;that'penalizes SeE for'f~iluie;to;achieve 
J ') I'> j ,.,m,~DiJllwn leye.fs ()f,; pe,ffo~~~ce f<?r e"19h 

energyeff1c1ency program by ~h1Ch SCE 
~}!f'C:!o. "" ,dwould"earn ~f:i::eturn~ The' settlement,:: 

<,\J y, ~:\Jnc~udes. goa~?.a"d minirnum.leve.~s pf. :1'; 

, ,pe'rforma'Tlce for each program . [uid . . -
'illustrative' examples of performance" r,., 

': f ,-; l H i J. i p,~!1a~~y c~l,culat~on~.. SCE. -,...i~,l fJle, a~ .. 

. ' .". ~. 

advice, letterconta1n1nq updated pr6gram 
'goals' within; five days of the; actuaL date- ,,' "1 ",-,'\ 

.:, . 

4. 

, r if ", j '; 

f ~ r . , . 

of a Commission decision on the settlement, 
If that decision 15 iat~i than July 1;' ',,'., , ' [J 'i' 

, 199b~ , , ' . 

The agreed-to expenditure leVels and 
performance targets ·shall be revised on a . 
p~orated basis to reflect the effective 
date of. the decision- in this p:tocee<Jing if 
it becomes effective after July 1, 1990. 
-The, Authorized Level of Base Rate Revenue 
\m'det- the 'ERAM shall also'be ieVised to' " ., 
reflect (these] revisions ...... [The 
s~?:-t~ement doe,S, not specify ,the. " '" 
nHationship between this agreement' and'the :, 
agreement that seE will file an advice :! > ,) 

letter containing updated program goals 

- 15 -
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Jw,,:'_d U <Jt-~ ;-j'J~~ ,:,rfJ ilO n1,L':, <O~) • f. 
within five days .Of the :Coromissi6ri ',. ,',' 
2d~didrorly"dfjst:ribe(:r:'in '{the' ·~t~ce~dii:i.9')') <Jlb,' 
paragraph.] .~"/,,j'" EJ .. ,fl' I!t)!):)~'~~,d i)1~f'U-"':W2 

:~, 5'~ j sCfr\H i rc>und~ttaf(e" ad e:iiphnd~d m~il'surefi\e'r\t;' 
£: • A, 1 I r nplan ,:and ifund j special"stHtewj.d~", r~.s~a,r9h(.f L:> i Ll (,,1 ;c;(flJ;~ 

projects on DSM measurement and evaluation 
in connection with CEC and DRA. ' :,"/;'i13 

6. The commission should adopt th~, follow,log 
procedures for ratemaking"£6't-'lcO'nseiva\;16ri; . ( 

9flj payments; as ,part ofrtU\EAO/SpeciaL',,) f!<;',:; 
. Contract i ' , , 

J l'~~;(':~~ 
, , 

lrC~j;..:-:~:)·~Li ~)i:J .': f i,',:;" '-~_:~'f- -. '~-;"[~)~)-~~l .... ~~:~~ .. ~ : .. - t~-·.}·.::i.",,,r~'"»r 

. :) 

'1 c; 'F>'~' ~';i 1"No. conservAtion, Load, KanageJU~ntJ .fun.9~",. '.,].. ':~ ",~; !)t'~ f 
authorized, in Edison's 1988 Test Year . 

'~UYJ~J\erai'R~te;;Ca~ei D~8j-'12'1066~~ brhy' the ""i!;' L;';;):~ 
, ,J j)',.:~ Commission's l>ecision, in' Applic;:ation _ N,o. . ':',,', '{:' "d 

"'1 .' . ,'O-:-()~-:-03f) s~ould be~sed for purposes ~f " 
'" .. ' '~'.<: ftldding conservation pa}'me')'\ti>'l'as "part"of '," .,~ ,~'r;,(:'.'O) 

I," j \;u f'ir~:: \ ';TilSpecial (Contract ApplicAtions relateq to ;", t J::p i .1,;1,"1 

,;" ."t',', ,<. ".: " "u~e., c, <?~C?m.~. c h. YP, ,a,. SS, mI.,· tigat,. ,ion •. , .. S, uch, . '.'f 
., - t > recorded; Conservation-LOad Management ri", t :" f 1,;( i;: 

:',1' h,:expensesi related to Special, Contract. ' ; ~.,[! '''1.' ,'.i 
, ,'_." , ~ppti~~t~<?~~, ,~hall b~; rec~r<:te~,}n, ,th.e 
L , ... Electric Revenue Adjustment'Mechanism :':""'.;q: ; 

Balancing Account on a monthly basis and ", .;,,: or ; ,~J 
:;\; 1(, ,~~~~t };>,~ ,~ev+~~~d ~onc';l.~r.~t;ltl¥. w~,thth,e ,J 

ComInl.ssion' S·' reasonableness' review of the' , 
") t :;0 \;::[Special'Con~ract Application.- , .... i;[\';;;; 

: ,: [', ~ .:q"{R]e"~nue allOcation and rate design '" . 
J,j{ j ,matters associated,with Edison's, . " 

.. ,.Appli~ation (will) be addressedt~~ough t-he 
, I" ~c6urse of currently scheduled' p~oceedin9s' . ,./ ';: 'il r .~ 

; ,in Ed$.son's, Energy Cost Adjustment Claus~ " 
Application for a January 1, 1991 Revi,sio~ 
Date'(A.90-06-001) •• ~. . . .' I 

8., ",(T)h~, r~temaking treatment describ~d (" ,th,e 
'preceding paragraph shall become effective 

( ;.' ':- .' coincident with the effective date of the 
tfilFiffs filed pu~suant. to the COllUl':i'ssion',s 

""order'in this proceeding.' . Such tariffs 
, - r:: shall become ~ffective on five days' 

,; ; 
: ~ notice.· , , 

- 16 -
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" . 

3. Comments on the seE Settlement e 
The cory!P¥!W~ ~ ~{~Ei~~~l}~~~~ ~~? ~ ~~{)W~~(l# j!t,6f.s settlement 

are summarized in Section I II .A. 3 above. ( . fl'{,\! tJn'< 'J{ 

T~~,;c:q~en.t:~ t~J~~ ?~r r.~A_8nJtrh,.~~(JsEf\,=~e~Ejnt ~re 
substantially,' ideJ)ticalL.t:.o:those f SUint!\arized} in' seotion III .A. 3 
above. Ml [ft-.:r·, :-'" !"~'~~~"!}'f"'-;,~ <~"~ ;~!;~';i:':;~:! ,\:t~:;':',,:;~,;;,('/;'} 
c. SoCal 

, U!-( !..!".~uf lc~) --)~LJ l(l:~·r.;~ {~ft-(![!:~ :":I")!- ~':; :._-~ J)it ~ • \7: 

1. SoCa:l*sAppl~catl.on.,r;. ':,';-l"~ >:' :/ '~l!(j 
SoCal proposes iseveral"ne\o1 DSM programs. and the expansion 

and revision of many programs authorized in th~"Jk~i~ion on the 
1990 SoCal general' ratecase;decision,\,I)~ 90~Ol~016 .j;':The scope of 

l:-.'-~·)' _~.,,_;..",-l }-~}J'''"-'~ ---_~l-;fj ;1<; _-if !.~) ;--".(":;~ ".on 
SoCal's DSM ,e~~r9Y ~Jft9J~il~Y_= p!?i>O~al,;~s.,~~Wl.te~)r8,)core 
ratepayers. SOme' of i the'indivldtia.l progrAms 'are; designed to 

encourage the: '~chlev~~~At::'of .?r~~.te'f. ~~~'J;(jy .~f:i~6iE¥?ies in the 
construction of ne~ commerciai ~nd residential i buildings, including 
single family re~~~enbe.s '.::.' piher' individ~;~l~:p;tq'g~arnsj: are intended 
to encourage the retr6fittinq of existing' buildings '. and the 
replacement of exi·~tih9~ppll~nc.es. to:~:¢hl~~~',~i~a't~:t energy 

.' - '- . , . ,. ··J:·· •. l ., 

efficiency. [-';"'-: ~',.c::~'f, {;:l:., ," ",. " ,," 
~."":'. :!~,.' ..... ,~;"-~' +:,..',' '.- •. / ..... ~.; .~ .-; 

SoCa}' 'requ~sts' the' authorfty t.<Y. expand- some of the 
~: ~ ,- •• ~ <. ~;. ~, • :- ....... '". _o' -:. ~. • c,: ~ :. .' 

individual DSM programs to' 200%; ot, their plaYU"led 'levels, on the 

condition that the (joals 9,£, that PGlrtic,!la,r pr<;>gram ~re peinq 
, ~- -' - " ~ .', , . ~ ~ ~., -" \ 

exceeded. This flexibility· is intended to help ensure that cost 
effective ci6nseiVatlori oppor6.initi~'s: ,~t~: p~omptiy,6~~tured and to 
prevent the disruption of· 'successful programs· by stopping and 
restarting these programs. At th~.' maximhrri''leyef of' 200% of planned 
expenses for those programs, Socal proposes that maximum program 
expenses ot'. '$14. j million b~ ~u~horiied for 1990, -'$30.1 million be 

authorized for 1991 arid an' additional $30 .1 million be authorized 
for 1992. Th~se progran1's·ex.penses.inc~~~ethe ~axirnum cost of 
these programs, inoluding the maximum incentive payments. If 
program expenses are limited to their planned levels~ the total 
program cost, including incentive payments, would be $7.5 million 
in 1990, and $14.6 nillion for 1991 and $14.6 million for 1992. 

- 17 -
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SoCalq proposes', that;, pro9r~tn; ~xp~,m;;~.f? ,t!n9!lr~ed t ke\\j~~n:)t;.n~ 
date10£ lGoquniss~otnapproval-~ ap~l OCto,Qer 'l-, r:1?,90 1 (1 .•. ~~ nprAg,:t;'.-J:<?i ~))!r 
1990 ACAP:,period)'. should [be~' recor~ed! ,in ~J\; inJ:.~re§t- b.,~a,FAn.g ,',; J Jfdl) 

balancing account. These expenses#J tQge,tJ1er,,~,itP,~th.~JPr<?9f.am,;\')',:n,! 
expense~)) £Qr: the '1990 ACAP peri()d>~ol,l~d,d:.hen,~~,r~,<;pv~,r,~,~ through 
rates established "li1· t!le, 1990 ACAP .,'" S9CaL prop<>5e,~,: th,oilt ,t.J:le: l~yel, 
off expimses\ author!,zed by, the: Cpmmission in" t~ls~ p~~.~~dJ.t;1g;b~j fiL",i 

allocated In~ the ACAP to' all, cpre' custpmer, 9Ja~.s.e~L op, {in' ,$.qu,~I~t1,:~ ,? i 

·eents-pEn:'.;.thern\basis~ r,t;;,;,: ',',";,' f:;·j ,';><;0')'/") ~,;i, (,:' ::d;';:.:,: 

SoCa L proposes ,three separate sh9r~no14eFi~cep~iye/{.·,: /) 
penalty mechanisms that· it believes will·rew~td. ef,fJ9iellt ; j "':'. U'" 
management of these programs and penalize ine(:(iC:~~I\cy:()r .fa,ilure, 

-L " • - -. ~ •• 

to achieve the program goals. For pro9ra~s pa~ego~i?ed; ,as, ;. 
• resource .. prog'rams ," SoCal proposes wh~t it J;.enns,tl:yaJ:'~_able rate 
ofretu'rn: concept,' under which it would earn 16.~~'!9f:th~"pro9l?anl,·; 
cost, -.provided that actual, program .cost does np~, ~?t~eed. p).~nne~ iHl" 

program ',cost and'the planned number of ,~mi~sa!~. ~f1st~.lle~4 {Jl}der, 
this incentive 'structure,SoCal,will .bre,ak even ,for ,~a9" p,r9gr ilrnif 

the program 'reaches 70% ,to 80% o~ planned goals, a,nd; ~or"every 1 ' : 

dollar that program' costs exceed planned cos,ts ,the, sl\arehold~r i~,,' 

incentive is 'reduced by a dollar." -In addit;iQ~i~OCal would receive 
c 16 .6% 'of the planned unit var iablecost for ~very,·,unlt installed, 
over'the program plannedgoal"i-SoCal seeks a two-way bala~cing:" 
account ,for resource program funds and authorization to ,;sp~nd i'UP to 
200\ of planned program expenditures. 

Th~ two other shareholder incentive/penalty mechanisms 
take cost-plu~;approaQhes~ ,Foi new construction programs, SoCal 

• '. > • 

proposes to' e~r(l12% of the cost of the ptogram, provided that 

two-thirds 6f plann~d program goals are m~t. This program includes 
. . . ;, ~, ' . , . -

some non-cost-effective elements intended to test market acceptance 
of highly effi<:ientapplianc~l?, and encour.:)ge manufacturers to 
increase pr6duct{6nlev~ls' a'nd 'reduce ur.'ii· c~sts arid to 'make these 

programs co~t ~ffect.lve'ir\ the long term.' Sbeal' asks for an 

- 18 -
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lJ\~enti V~·}af'; S\ "Of;l prog~am'; (:Ost5 1 ,fot'l dls<:retion~ry -tDireo t 
A~tisiai\c~';P.rograrb\ m'~·6.'~{)res 'lind' Eri~r'9Y; Se'rvic~!? -; Programs iOl}rovided,) 
that two'l thlrds(or:£ 70%[ for c~tta'iJY' residen'tlal rwe~the.ri?ation oee I 
progra"ns)rof{th'~i pro9ra'm:I'~oalst ar~·fuet ... :-, c,·~,i· ,til!!')::)','" un 1 :'Wi r cd 

rf~fr':)({l j Ral~';'i"ncreaSeff}ArehpropOsed' to 'fuild these,OSM'.progI'amsp:;.'C) 
ak)w~iF' As th~i shilI'ehOldek':"UitentiVes /l~:The' projec'ted~ revenue 2<).1 S'! 

requrr~ment:'inc'tease~ 'hecessitated by~ SoCaV 5 ·propo'sals'.> is -0 ~·17'1 for 
1990,f ()~\)8%' for' 1991/' '0 ~ 44 \ ,·for, 1992,) a'nC:l 0 d3%' for 1993'. l" ;.,t ,-,'.' ~ r!; 

(Exhibit 5.) The average bill impacts would be siinilarpwel~ under 
one-h'at!: of '~one l)~r~~htl 'for 'each ·year.' f.The '1991, ptogranf 
expenditureff'Wo\Jld' tepresenf 'about'an ,18\ :inorease: overt SoCa),!s:t:q 
cl:frrehtlyauthoi'i'ied 'DSM exPe'nditures. .,~;'.. c: ·,1, • ':> + 1["·:;"C'd ,-, 

2. ; The'SOCaT Settlement: ~'" 

, .... ' f ,; The"settlement' 'prop6sed by Socal· for adoption by the '.,:' 

Commission ~as" a gr'eed to byI)RA, CEC': NRDc, 'A&C Enercom, Cal-Nevafl 
and 'Calif6rrtia' Energy Coalit·ion.' The settlement is conditiope,don , 

e'ith~~ cdnli!lissioll approv:al' priol'" to AUgust; 1,; 1990 ;or· the grant,irtg· 
hf . ail' '6ptio~:to SoCal' -to'; propoitionatel'y .reduce ·incremental; '.' i ; 

progra'ril'expendltUresand proqram goa15to the;extent·that~')i' '"i.r 

atta<irltneh-t ·of· -tho's'e ··g<ials ls~·.jeopardized by the delay,!- i f r:·,.~· J·-'i~ 

. re.' " .. ' Thesettlil'iq 'parties 'agree 'that SoCal's application:.;" 

·sllo\lld be :appr6vedin it~ entirety.,; 'However ~ the 'settlement. . also 
agree's t6 'changes to the Measurement ,And Evaluation: progr,am, set re,';t, 

for'th: in the application. The settlement' summarizes the. specific, 

points of agreement as follows t . , ., .. 

-1. Additio~al anrtual expendit~res of $7.484' 
. million should be authorized for 1990 - . 

. (subject to reduction'if the applicati6n'is' 
'not decided by' August I, 1990) and" $14.575, . 

. million per year (in const~nt 1990 dollars), 
shoutd be authorized £or'b6'th"1991aitd, 

'1992) 

-2. . S~CalGas should be illithorlz~d to expArid;': 
certainof'the DSM programs up.t0200\ of 
their planned slze, on the.~ondition,that 
the programs' gbali ar.being e~ceed.d; . 

- 19 ~ 
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• 3~"nJSoCalGas rslJould,cbe; p~n!lit.te(~LaJ)I QPP9f~ynity 
f,':JLto:earn ,-finanOial~,ln<;~nt!v~sf;~Or J n!fo:~'):', 

\effi:ciently(mar\a9~n9';~lw PSKjpro9ra~s, r. 

-4. The mecha·nismsipres~nted.1.tn: ~f9Q.jO~-.9,~7 £<;>1; { 
ccUculating;and:awarding, fi,nc:iJl.cial,r:' :-.,.;< 

. incentives ishouldtbe ad9pt ed;:. «'1': :.f,' , , 

-5. Piogrqrn lexpenses incurred. p~ior, ,"-9 f <.;!~' • ( { ! ' 
;.October; 1~ 1990; (i .e~ ,iJpr.io.r[ t9,t..h~" i~'O 

ACAP period) '{should be: recop;I~<i; j..1'\,ap-f.: 
. inter~s t.; bea~ inq ,bala.ncj.ng.' a~c9untJ ,,' .. "i 

~{(J 'f/:='1(i'-~~':" f;_f~\ ~-"-~~.:,~ ~·.~Z};;.J ~;: ~:L;jl.)11:~ .~")~",::'-\.~-l:i J .. 

-6. Al'ltl.cipated program expen.~e~~.f9r1;..11~:J~90 
ACAP period (October I, 1990 through 
September 30,,'1991) ,'; any;a~oynt~; recpr:de:cl':J . t 

;{' t,:' ,',1 L~ :),~ ~6;: 1~~~th,t~'i~~~1'n~~~~~~~~ f~~~ch~st~~~:~~:h~ 
',ii-' "Junc()llectible' expense (F&U) '. shoul~ ,be",:, ,il)<, .:' r.; "~ 

£<) r' h'l' r c," ~ t,f€!c:.<?v~red in. ~~tes - established in the }9.90", ' '- . ". ,'. ACAP; - ,',. "".' , ,", ,- I ., . -' ,.,., }. j ! ':i 
:~ " . { J ~:. :-~.: ~ '- (f '. . _ :; . ~ ~ .~ ~ • ~ _ • : ~.: ~ ~ ~ ; ... ; ~ -~ 1.~. '-, ~~ • f) ! 

1/.1;: _:,' ; 77. ,The,Y.e,a~ureme~t. and Evaluation budget 
, - -"presEmted' in the application should be'; :\"'" ,'), ,:1 r 
c . ~- increased by,!t ($46,080) to acco~n.tt,·fo,rl \' r" .... ; '·;11 f;.,-: 

• » .' " the funds to be retaine~ to assist the CPUC . 
J, :-'~"'th developing ilri 'inde'perident'~eview " :, ~ ~ <~: :.i-, i'f) 

"d };'i: ',:' capability.': These 'amounts ~tlould be ;,.,.1.:." ',i" ;~.!. 
"'~~'i;', .... :", .. ,ch~r9~9:, to. the balancing account. an4 s.hould 
, . "" ~ , ., .. " be 'tecovered in ratesesttlblished hi thEr'· , ,!; .":'d [ 

".'; ~./8~.·; ;The"expehses' 'of the 'O'SH projec'ts, Includihg' 
any incentives, payments,inte.re~t :.<' , 

'! ;' 

'. >. ,. ,ex~nsesl or any pt~er expenses .. resulting 
'. fioIll' the DSM projects J shOUld be AllOCated 

in the ACAP to all core customer cl~s5esJ .' 
and 

,-9. 

, , 
'1, I r 

The' achievement of, financial 'incentives '...' r.' 
will be determined by the Commission In the 
ACA!> on t'he hAsis of SoCalGas f a'nrMa! DSM . , , 
report ~hichwill be submitted as ,an ; ... , ..... ' 
exhibit in SoCalGas' ACAP. ~he report will . 
be filed on March 3i and 'will detail' the' ,. '. 
success.es of the: DSM programs ·for,.th~ pr,i,or 
year •. Any fin~mcial incentives which are 
date'mined t6 have been earned' in the prioi:' 

.r,' • ; • 

- 20 -
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'{J j f:year;willi'-b~stecordedulnf,t.he(DSMfbalancing( . 
account'rai\dc'wil1;'be'de~med "to ihave (acorued , 
interest'fsHice Jcinuary,~)lstof I that :.year;, ' 

·1()'~:: Thos~':'p~6vis~6ns:ielatiJ')g ,to 1 the'.-:"; ',·d',' 
KeasuremenV1P}ans 1 that'atetdE;!t.Hled:in-, 
Appendix A~t6!thiB Settlement~A9reement. 

, -
• I 

• [11. The] specific EHements of,th~·,propo~als . ,; , 
;; p'C~seri~e~ i in' 'A'. 9().,.04-()37}\~ iii> detailed :1n 
the"affidAvits'ofjohn '}{J3Peterson and', 
George:E"'Davis~ and 1n the attachments 
~hereto, should be approved and adopted by 

!\>'the,~)~,<>~J~s:}f,~'r,1;: J~ :(~:"~~'~')'{ L:;,~' i,~ i :,:~:~:~: • ',' 

3. cOmments "on: the' Socal Settlement:: t.:,. 'u,',:; 

;ivRN!Yriitl~riy:fl~edi ~o#~ntti~:; ,6'i>~slr~'(i ~~~ ~ settlement of 
_ ~ "-c. . ~ .' , .,,"_ • ~ .... ' 

SoCal' s appl~c~ti6n~' 'citing,: four specific' 6bjections ~ to the 
proposal. 'Pir-st,' TU~ar9u~d/- the~h~:r~h'old'ef'lnc~~~ive levels of 
16.6% are too hi9hfor resource programs. TURN ar9ued that the 
16.6% return is not a Feason~~le' ~etur(\: to e,_~r~})fl ,t,unds' provided 
exclusivelypy r~tepayers,' ~causE{ t.he rate 'of return was 
established lo 'coinpens~teShCal :,~- shatehoiCiets; ~f~r:'iilVestment. 

• - ,- - ~ ..' I - : , ~ , " '. : ~ _ ./ '_. 

TURN contJ;'aste~ ~oCaf's'propOsal with seE's; ,- \qhich: also sets the 
incentive \i'~~e':i' ~{'th~;authotiz;ed r~te of' rettirn but. would finance 

_ ... ~ l - 7 " • . ~ .: • • 

the resource programs with shareholder funds rather .than ratepayer 

funds. T~RN 'propos~d that SoCal's resource pr~gram,_inc.eptive be 
reduced to a maximum of ,12%. 

sec~rid, TURN objected to SoCa;l '5- new cons:truction 
programs incentive, under which SoCal woUld earn 12% on every 
dollar of program cost if its performance equals at: 'least 66% of 
the forecast energy sAvings. TURN contrasted SoCal's proposed 12% 
cost .. plus 1ncentivewiththemaximum 5% cost~pl\ls incentives 

proposed by the other thtee utilitIes and proposed that SoCal's new 
constructio~'incentlve be limited, to 5%. 

-Third, 8oCal'sproposal that it be permitted to earn 
interest on ,it:si~c~'nti~e payments be91~,nin9 'on 'JAn\lary 1 of each . . . (. 

year, four months before the request to receive the incentive 
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payment~Jar\d proposed ;ca~~ulatiow:of'{th~·,paymE}D~~L-J§:)f!.~~d on 
March 31, drew an objectic:>n. froIt:TURN,r ITU~J~r9~eJ:Hth~~j ~~ch,.i~ 'HG 

proposa"l is,-,poorreglilatory!pollay·!a~cJ p6t~{\t.i,.cHly .~Ol~~~ul and 

that SoCalH~hould not';be' allowed'ito ,eaxn ,int~.re5t;!~.M:i~[ t-!t~j[)f'! :~du ~ 
commission has had a reasonable opportunity to review the uti~JJ:.Yf§ 
propOsed incentive calculation. TURN contrasted SoCal's ptRP9~al.(J 
with pGttE's, under which PG&E would fil,~) ,tt.s,),~J\C;:~.I).tJv,~/,~~lcll~lation 

on March,31'/'/butilnt·erestil.:o\lld i not ,l:>~g.j.n,!.to, aC;:~fu~! Q.1).I.1;l)e claimed 

incentive until ·.July; 1 ~ 't giv~!1g"the· Commissi9I)d:}lr.e~ WOIl,t~S\ .t().;. ; "'t 

revie~: andl evaluate: the dncentive calculM:~9,n .:-n 'l'U~) pr,9po~e~,; t,~~t ~ 
SoCal ,like PG&E, be, allowed to accrue interest f~o~: Jl,Ily. ~J.? j',;'} i 

Fourth, TURN opposed SoCal's propo~al .to 11\cluqe ~[,l.O,tJ : > 
c'redit:- for).theenvironmental benefits ·in evaluM:.Jng _th~ c~st- <'1.:<-

effectiveness. of. energy effioiency programs. This. pro~s~l, W~f?;.P?t 
agreed upon by the collaborative and is not propOsed by t.h_e~9.th~r.", 
ut,1lities.,\TURN argues that the proposal pro~~ly:~1<?n9s in the 

Biennial'> Resourc.e PJ.Cin· Update proceeding :(BRPU) .. anq in the C~C'.~:.,: 

Electricity~eport90 proc~s.s and that ,deciding the issue here.,,~::' 

would prejudge the results of· the ,BRPU.·, ",', 
The August 20 Supplemental Comments flIed jointly, by J.' 

SoCal and TURN 'explioitlY 'resolve the first,tl~~ee. ()bje.ctions~ai~~~ 
by TURN .. First, SoCal and TURN agree .tha,t the 5.harehold:er" '" ' 
incentives for resource programs should· be· reduced from 16.6%, ,to. r 
14%. 'Second, they agree that the cost-pluS shareh,older ince,ntJv:e.: 
for new construction programs should be ·reducedfrolil 12t to .10., •. ," 
Third, SoCa1agrees that interest on shareholder incentives sho,uld, 
begin to accrue on July 1 of the year following the program ,I ' • 

expenditures.' Without 'explicitly addressing the envir~runenta~:. 

adder iSSUe,' the suppleme~tal comments state that these revisions 
eliminate·TORN's objections to the settlement and. tha~ the oJ::iginal 
signatories to the settlement have been apprised of these;.ohanges . 
and do not Object. 

- 22 - , 
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f:", LTh~-lcoIftIl1ents"'f lled iby 1 DGS) irt!>suPP6rU'of (~hif! settlemen1i t,q 

ai.'e suIfunarizedJifi'3SectioWIIII.JW3i'above.:roiJYlCd,) :1[, ;;c·"1!) \ U ri:qf:,:: 
hue r ~'The {comffi~htt; 1 filed by:'FEAc 6Jntbis Jsettlement'!iu:'e (t", ':',F".itf 

substantiiilly! identical i t6 those'suintnarized:'in ISection iIII iA.3 jF'[\J 

'!')fjrtl'J"fPG'-' .. ,:', ......... 1·· ~t·· . t' . • '., n,',· • " 
! ',- .' • ,". &£ s'A~ .. 1Ca 10b F i 1:·,_:"",.,' ,,·,_,r (""n' .. ' -"'['11' ,"';;,'.;;-1 j:,!~-" 

~,=., f ': f, 'PG&E'prop6ses 'an; exPAnsion'of . its,DSK ~cortservation.:, :,'~ !:,:, 

programs/"which it' tEn:'tDs' CustOmer 'Enei:'g}t,'EfficlencY (eEE) - '.'< i<': " 

pro~1-~ms't"in~'19-9(): and, '1991,[;' No-, rate: increase {is1 sought.tor 19901 ,-( 

but a $38.7:milli6h increase 'in'electricbase-,ratesia.-nd $():.5 \ [:.<~ 
million" itlcreilse in gas' rates i~:;>'requ'estedito' take, effect 

January' 1;"" 199 L";, This' represenU'- 'less than all1%' rate' increase and·. 
appro;cim'atelya; 25%'lncreasein, the'leve}: of.' PG&E's DSM spending", 
over! 1990;. " " i " ;', 

;: r '0; The' 'sharehOlder incentive/penalty rnechanism~ proposed. by., 
PG~E "is' a shared savings approach for resoutce programs."; Resource: 
programs' are dustoiner' 'energy efficiency programs that produce ,. ; 

substantial net avoided capacity, transmission" distribution and ,', 

energy' costsavin:g's,' includiJi.gnew constrUction,' residential 

, o3pp1 iinke' 'ef f iclency; i and energy management' incentives, I programs. ;:. : 

For these pi:'6gtams',: PG~Eproposes ,t6' split ,the 'net present value .,of 

the' ptogram resource 'savings, giVing 85% o.fthe ,savings to " ,,"; 

ratapayers and 15% of the savings to shareholders. " Shareholders, " 

would be 'suhject to'a penalty 1f the actual and committed 

accomplishments· tinder a program fall below a minimum performance', 

standard established for eaoh program. The shareholder incentive 

wouldibe capped'at 30% above the expected 'shareholder ,incentive. 

For nonmandatedcustomer equity and service programs, . 

PG&E'proposes'that, shareholders retain 5% of the actual ,program 

e~pEHiditures. ' For, new 'demonstration projects, PG&E does not··., 
propose sharing. 
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PG&E, requestep' auth6rJ.zation.to; ~stabJi.sh'~ balanclng 

account t~)ify~"bjc ~?fP~1t;~l~~\1r~~: :,?,~9~ }-~t/~~t~i ~?S~· ~n~?~, }pe propOsed 
programs io,a.dvtmce' of, today} s' decision. ". SyResolut.i(m (Res.) 

E-3194, a~fp.1i~~:;~~ryr~;'~.~,:";i'~o~; f9~~! \.i~~s~ fl~tll?~~;~~d;'~o establish a 
tracking account :te> record· expenses, incurred in the"plam'ling and 
implementation &f'}he~~pr,9g't~ftis.propb~ed ).n 'thi's . ~p~.licati6n. The 
resolution ~le£t· op~n'!th~' qu~~t'i<>J\' of:'how~uch o{:th~' expenditures 
could be r~t:d-V~terd';a!nd' ~het'het ;iridmt.ives cbJl'd 'he 'recovered on 

• '," ~ -~: .": "- } -~ -:" ; j .. 

such expend~t~res, le~ving recovery of those items subject to 
today' s de~isloW.' '",;: ':, . !; " 

"": '; l ,) , ' , "~":":"'" i 1 s": "- ~ :". t, 

2. The PG&E i Settlement ' 
~lt~~'~Y6JX>'se(r '~'~tElement '~f' PG&E' tf application was entered 

_ .', ~l ... ;" __ • : i" ~ ,>" . _- _~" ," ~" 

into by PG&gp,CEC,:DRA/NRDCi TURN, A&C Enercom,and App-Tech, Inc. 
The settli,ng t>~V~,~es,agree to PG&E'S, applicAtion' w1:th some 
changes .Th~ ma-j"or",substantive agreements (list'ed as items 2 

through 8 and a modification attachment in the set'tlement) are as 

follows! 
,J 0, ... ~n~~p~ly,( PG&E's) ~ppllcatlon 'pres'e,nts a 
, ""'c~!l.se,hsus vi~w' Of the, prOgrams, funding 

.... JeV,el~',And incentive, mechiil'dsm~/reached ",J .. ~:h)~r.tfigthe collaoorative meetings ,a,!d 
, J'" • s,ubs,equcnt. discussions. since the. f 11 ing 

.,of,t,h~ 'application, some parties ,have, 
'continued to tefin~ certain features of the 
'piQqr:ams and plans proposed in the 
application. These refinements and 
clarifications are set forth 
in ••• Appendix 1.-

2. -T,he proposed new and expanded programs and 
,the b,udgets. for these programs. (d~sctibed 
i~,EXhibit2 of the Application) are just 
and ieasonable. The Commission should 

, ~ 'Au.t;l\orize the implementation of these 
, . 'progr,ams and recovery in rAtes '6£ the 

~~~o~iated expe~ses $137,700,000, , _ 
"'$146,900,000 arid '$152,800,000, in 1990 

dqllars, for the years 1990, 1,91, And 
'199~, tespectively. These amounts will 
require 'expenses, in addition to those 
amounts authorized in PG&E's 1990 General 
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pit J:::rfl;;f5~RateC CaS€f;(Decisio'n-' 99,;,.12"'051,-. and'i-','.l i~ 1~Fi 

{:'F;cqcn,{ ~',~~~R~j§~i~m~'i~t~! (ii~~i'~~~: ~~~~~~V~~~ '~~~~h~lj jpU()'j:)H 

( .0oH) (lnadd'itional: amounts" will, Occur; in, the; manner: ;:r~['<wo~{(r 

i~ rI" t, f" 10, J C;') l~h~~~!,e~~i.~bt~i~i~k~; ~a.~qB!~:i1~r~ij~K~~t~~~fl; i) \ f \!~ £ .. ~; 
hIe, t)l1 rnlu-,J''describ'ed itt ,the" application'will ·be i.:r'~) )~q) L):1 i;{-)i',d 

~\[;,_' . w) i 1f<,i~~~~A~~i.~re4, ,t~ ,t;ra~~, ,fe~qu~cfl, ,prq<;J.ra~) if":' trfw, J ()e 1 r 
" expenses, any conservatl.on expenses 

~"n u.1 J f ;{(' V:~! a'ssociated with! speoial' el~ctricco",tra:cts [1(' r J u r <)','}) 
,'~! ;','r':"'l)' to ,avoid"customer bypass and tofaoilitate , , . ,,' rate' i~coveiy>" ,;,', ',J,,' '" 'i h~,<,:) 

t-,'t j:i:~;.t(.fn~- ~_1 -~ '0 , : ~ c •• " •••••• -'_::,;'f ~ /;., '.. -:. ;'""!;{ ~ i !.-;; '''!.-l''.~'' n~)!)~·~ 

3. -The new and expanded programs descril?e~ in ,j. ,'Vr.b,,'] 
the application are intended, to be "v, -', -,' 

implemented in due course' following' !~'J ~ ,,;' . (, 

': ',:: ,:<),C~rnrc1iss,i?n au,thori~a,tio~ ,o.f Jne pJ;<?gr,ipl~ ,,', 
and the requested rate recovery, and shall 

,;;11. ,!l""«';!" dontinue'in'effect:through~the"end ,6f:1992di '.~'i 'dnr 
,,',,;, ,MY; Pf9POS~ls to co.ntinue or cliange the, , ,; , , . . :.{i' 

incentive mechanism at the-end'of 1992 w~ll ' 
, 1 " be'included in PG&E' 5 1993 test yeat,'~' u:.rh 

- ~ 'll' .. ,general rate case." '''';(''j,-,'qi' 

4. -The incentive mechanisms described in . : ',::> f i .. ) 
;, :,Exhipit ,l,~f the applicati,on are,. , 
" 'r'~ppi6I)riate a-n~ 'reasonable" ,The com,mission 

1, ::.s1l9,Uld authorize PG&Eto. implement the 
, mec,hariisms and,. through the' CEE 'I,l1centi ve 
, ,,;B41a.'llcing Su'baccounts with' the Electric and 
, Gil,s ~partm'ents' Conservation Financing 

, ;, ,~~ju,stment (CFA), to. refle¢tlnr,atesall 
'shareholder penalties/iewards resulting 
from the mechanisms in ac'cordanc~ with the 
mechA~isms' terms." 

5. -In the application and appendix, PG&E 
proposes that the lcustomer Energy , 
Efficiency (CEE») ncentive bai..atJ.~es be 

.' :recovered through rates Adopted c.oincident 
~ith,PG&~ts annual EtAC (fOr electtic' 
til,tes) and ACAP (for gas rates) decisions 
beginning with the ECAC decision sbhequled 
t6be issued November 1, 1991. For the 
i~o~e~sedCEE'res9urce ptogram~xpenses, 
fGS.,E ptoposesto 'reflect in rates, 'as 
propOsed in the applicatio.n, the incteased 
reyenue requirement requested by the 

- 25 .... 
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j <"11Japplfcation c~il!o~deJ\t'-,Witb)th~2.a.l)n..P9lf , 
Attr:Ltion }Adjustment~, fQr j.InP).e{n~nt~tJ9f\ on 
January 1, 1991,,'~nd j 1~92'1 Fe$pectiY~lY~ -

6. -Exhibit 3 tOj.the)applJ.cation,.d~sc,:l~~J :l>:) • f 
.. PG&E's plan for measuring the performance' , 
~bfJ ii~ pr6p6f;~d'!pr(~igiafi{~.i ")'rhis': .h~'As~t·?m{e't\t 
plan, includingiits various .assumptions,~.<; if'" 'U:'; ,,,'n, 
,~stimates,~nd procedures, is reasonable . 
'"iiild': J. w1t:.h th'~J a'ddi'tJ.on's' a'ild' fnh<iificAtl6ris'! (' 
flset.·forth in.:Appendix l,:should,b~L~~opt~~".i .J;!.';JcdiU 

by the Commission as the means of measuring . 
the future performance of PG&E's proposed . ,.", .. ,'" 
programs,-

7. -In Res()lutioH'~;'3194/? dat~d June 20, 1990, 
the Commission authorized PG&E to establish 

.', r{ 1 -: l)~' ,~f?~~~,~<J I a,ccpun~ . tq r.~~o~d. e~peJls~,s .. ,. . ',' 
,'"., ... - :L'ncurred 1.n the planning' and implementat1.on 

\' ,.," >.<! 'i:- ',of, the programs se~forth'inth~" " '",~,:; ".rr 
: ; "c,,: 1 ':, ~ppli~~tion, inc;tu<Ji.ng ince~t:iv?p,ayments. , 
'.. . . 'The 'parties agree that PG&E shall be' " . 

'OJ! j i;' -," '," authorized to collect ,the exp~nsesinCl.rred .. ,; ., j 

,~'; 'l- .... ,'",,' 'f:; in, plann~ng ?lnd imp~~men,ting ,t~e p~ograms, 
, , ., \ 'including I incEmtive 'payinents t ' as 'of c ' 

.. ~C,!; i ".:,f .. ·:.;: June 20, 1990, subject ,to ,the verification .," ' '1, 

~,c:~ .. i't. ,(",,; c>:p~iD~:bl~~~~~~h:s pf~~t:~~~~Sge.n~;ra~lY ,: , '" 
~-,.t ~.''':i·''"!f_1:.~r-:,.: ~!l_~·~,·:·:., I~ ~<:o, ~-, • " .. ~';. .:.} .:\~. :: .~.!~i::.'~ 

'F.'.i~:.f·~~e,~?llo~dng pr?Ced,~r~~ J~, ,c~st. ,ac<::ou'r\t~n~. i,;,"" 
, and cost· recovery for conservation PaYments c • "~ ,;;( J 

i: i .. ).' ; .I" a's part of an EAD/Special Contract will' " ,') '.'( 

Ie, _~ . 

1'\ 

• l'.' 

applyt , . 

No funds authorized in PG&E's1990 . 
General Rate Case should be used for 
purposes of fundin'g CO'!'l'servAiioti·' . 
Payments as part of a· Special Contraot,' 
Direct costs of the conservation items . 
includiI\9the'conserva:tion'paym~nts'and; 

. 'associated marketing expenses should be 
booked separately. 

Upon the CPUC's approval of in~ividual 
contrac~s, direct cos~ssh~ll be recorded 
and recovered thr6ugh the two-way , ,:, 
conservation balanoing account,. ,which PG&E 
has, re9uested in thi~ Applicati~~ •. These 
costs shAll n6t be used to offset' 
authorized expenses for energy efficiency 
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pr{>qrAfns J If -ho'i:! i;hall·C' they!: be counted I ~gainst 
i/O th~f30!percent expaftsiOn~lt.inlt(;ofjthejA 

, resoUtcEf) pr6granuH j budget ~ ~ I \ { YJ;-,' if! f, fJ 

3. commenti;: 'Oi'1~ t'hEfl PG'E)S~ttle.ent<)J $C, J r--r: fl:-::;' . ',' 
Th~::~cmk~11s'~ fTikd\:'l/'~ DGS'~' !n'!~~ ~f't~ 6f':£His settlement 
._'l} ..... l9 .. ·~_1) " ._~ '.1:.1 • ".: ~:L l ,. ,.f),! L ;.-.... J?l(.'J j·t ;_,.!! I() 

are sununarized',in'Section ,III'. A •• f abbve j] [,u (:,,;1 ,;(;; f" 

The!:~b~~;h'ts~ flied' 't/!i~f;'A'6'i\- ~hls' ~~ !tf~th~Ht are 
• ':.Jj,\'~ _"J'.'.! i'~" _'. ! ,If-. ¥,,~ .. : _; ··~1 .. : ... ) :}:\) ILj~"; 'l.!!d.:-l-

substantiallyO'identical[ toj tho~e s'ummarized inlSection III .A. 3 
above. 

i ~;."r f <., {- . ' ~ f") : J .,.', "- , .- . ,') ".": i-.,f ~./ r 

. \ 

,We, ~pp~~diat~) ~h¢'ha~d'~o~k ~nd; d~d.t~'i1;tJhJ)" of the many 
~ - • , " • , ' • \ + > ''-.- ~' _" '. .} < ~ l,' .. ,:. l:,' 1 ~;' 'J f. 

participants in the collaborative process,-the settlement process, 
-. ~ ~-, • , T , 1 ';."., f ~ ," ,'~ ~ ': ~ ~ . (.. . - .. ~ , . '" r ~ - '" 

and in this' c-onsQlida,ted"procee~Hng' 'that l~d t'o,' th~ i'settlements 
before us }') The a'cco~odation' of the' m~n~ dive.tse, i~~erests of the 

~., <.. .. r, ,-.,. : ," 1:- : _. ;.; -. - ',. _ r . 
parties and the pressure t~ 'produ'ce, a worJcaQl~~: niu,tu~lly agreeable, 

~ ., - . "! ' '. :' ':,.' ; !. i : I: . '. .", 

and innovative' 'pt'ogram in' a relatively short tiine·. presented them 
'/, ~.~, T '" . '. , . .. '-",-, ~ ~ ~ - ~ , -. ;. <', -. • - -to 

with a tremendouschallen'g'e an.4they tose, 'to the: ~c9asion. These 
settlements represent creativea'nd' la~geiy reason~bi~ solutions to 

the problJrn' 'P'l)low"tO' i~inYigo~'c1,te-' th~: ,risM"~n'~f9Y :~~~iciency 
programs at the four biggest energy utilities in California. In 
this decision the task now falls to us to detedrii'ri~:the 
reasonableness bfthesettlernent proposals ;and determine whether 
these proposals shoulQ bie pllt :i.nto ,acti~n:., ' . " 

While the pro<jrams set forth in these settlements offer a 

way to qUicklY,revitalize the DSM energy efficiency programs at the 
, ..' 

four largest California energy utilitiesl the trade-off for this is 
our acceptance of the judgment 6f the settling parties on the 
appropriateness of sorne:datails of the settlement in the absence of 

,; ~ (" ;. _ _ " _ ~, • • , T 

evidentiary hearings or specific substantiation of those details. 
'. . . " .. ! : -' ' ;. 

This trade-off is·inherent in many of the. settlements brought to the 
Commission for·consid~rati6n. In judging such settlements the 

- 27 --



A.90-04-034 et al. ALJ/CLM/fs 

commission c}~etains ithe ._obligAtion ,to cl.nlj.~w.nc;l.entJY»~,fJ5e.S~. :An4 dx:·j 1. 0 

prot:ect,·.the 1 pup!id I int,erest t ;;·.J:>arti~s :>.t:~ a ·~"~tt:.J..em~l{t- ~~ay i,C~.~,t~, ".t, I 
what' [they j perceive as t ~ntrus ion :.01\ baX9t! in~di"'.f(;)):: r 4~,a 1,~ ; a,~d ',I:'!ay I~ i d ,:, 

beiieve _that. ithis COItU"qission: shoulc;l ~simply,:>tca}(.~_:1::h~~! lWQ,r,dl-tQ~ftl~.h~, 
settlements :::'serve i,the 'int,e~estof 'the .Pllb~.i,Ctit'lr,~qqi,t$.;o.n. to, ·Jr4~ J! .ri;':; 

interests, 6L:the f settlil'H} partiel?,; How~v~~ t ,.set:~l,em~ntsJ.):n:'Q~g~~ ,t:~ . ~~ .;. 

this ~Commission ifor review 'ar~nots,itpp1.Y _;t.he \~~f?Ql\lt:.i9n lO~ ipr~yat~ 
disput~~I""such .,'as;lthose .:that _may· be ~,taken".tQ';a ~:i,vil\co~J:'''':1 jTqe:'-' , i 

public -?ititerest. and ithe;interE!sts, of ;:ra~~paY~~S'tn\lst. iq~o,b.~ ,:t~~e:J):, 
:into: ae,cQunt, :and·th~Commission~s :du~y ,i,f?it:(>;pr<?te.ct-jth9s~ :J}'. r < " 

interests.: :<: ,:i. . ~i' ;.:~ ," ", .'.t.:.,·",>,!';") ,,-.;; ".: !:' .':," 'J' 
,r'.: ,. -;1 ,,'In;evaluating settlentents.,,()n~ fac.tor~~e,consid~~ i~,~~~! 

range ofrinterestsrepresentedby·the,parties.to;the sett~em.~~ts ~nd 
any-. opposition to: thEfsettlements, as :well' as tpe: settl~ment ,it,f?el,f. 

. '. 
TheDSM settletnents'andthe collaborative pr()ces~fil1iWQich;theY.h?~ 
their genesis represent agreement by a broad range: o.f i(lteres~s ~l'. In 

each case t-he utillty,:,regulatorsj ratepayer .repres~ntatives,:, ,"';!'. 

environmental ,advocates, ·and·:cornpanies actiye, in' tl1e, DSYt/energy 

efficiency: field have; joined' in ~the .settlement.'fh~re.is ~o fOrmal 
opposition,to the' settlements,· with the except..ion,of TURN's pro~e?~ 
to'the'SoCal settlement.' The ,broad" range,pf ~uppo~t and }..imited 

, opposition lend considerab~e i credibility to. the. s~ttle!UeJ.\ts. 
".A. Approach'to Revisi.on of the DSH Energy Efficiency Programs" 

The iinplementationof cost-effective DSM energy,eJ~icien~y 
programs provides long term benefits to ratepayers and to ~ociety,\ 
including conserving valuable energy resour?es, delaring or reducing 
the need for ne'N utility plant and energy resources, and reducing. 
the Adverse environmental effects ~f energy use. The Commission has 

longfrecognized these benefits and authorized, encouraged, and 
sometimes required California's energy .utilities to pursue energy . 
efficienoy progtams. 

Nevertheless, DSM energy efficienoy (or conservation) 

expenditures have declined markedly in the past few .years. " Table ~ 

- 28 -



A.90-'04-034et ale ALJ/ClJ'J/fs 

of· Exhll)its'('~ ,:thr(iJ9h'=5'£'set~itorthrthe 'his'toridal <DSM'expenditures·') 
fot each<ut'~lit:y.~ FSOO&:E's DSMc'conservatiota'speriding'·pl)llruneteddrom. 
a hign<Of ($24 1·7 '-tallli6n tin: j 1983 f 't6 Ca (!l<jw !of J $3 i3 mi'llion 'Jr'v19S9pll"; 
d~(i1fil(rig Iswlftiy ffr6iI\'-year::t'd'-year ~;:. SDG&E "spent.: far. Hess' :,than ilts' 
auth6iized oSM>tH{pendltui~' i'level }ir\'-every 'year csince ',1984 .!i1' SCg' s ,,;.~ 

sperlding:16nq)SMc6nservatioff'dropped [frOm $69 i 4, million fin "1983, to J 

$jg'jj :'miiliorl i in J 1989, '?although ~ SCE~'spetat,close to 'j its iauthorized,1i 
level j'in 'most' y~art'.' 'SoCal 's'conservatiori 'spsndingrhas: dropped I. f;, 
eVety :year;from '1985 throUgh' 1989 , 'beginniJ\g, with 'a high',of j$138d:.l 
million dowr\ 'to $36 'milli6ft by-' 1989 ;'j sOn ~ average JSoCal ,has spent 93% 
of its authorized DSM conservation expenditures in those years;:' t n.~ 
PCSE' s: DSM' 'conserVation spending has varied considerably2 since 1983, 

; in which it 'was' $113, 2million.-' 'PG&E' sconservation spending went­
\J.p' to' a 'high' of $151,2 million in, 1985, - then"dropped to; a ~ low ,of\;::,: 
$62.1 milli6n'in 1987 t rising to $93 ~ 1 million-, in 19891: ,",PG&Ehas , 

'6vers(>ent'lts authorized DSM cortservationlevel' inifour:years and~,­
underspent'it in three years between 1993 and, 1989 '. ",; ,~, -, ' , 

"" -Th~'settleinentsbefore'ustake.two basio:approaches ,to:" 
feve'tiiil'tg the; tr~nd of) declining DSM expenditures ~ L Fii:st t they 
propose i\' drama'tio ~ increase in the funding for' DSMer'lergy,' . 

effic1Enicy,' which'translates' into 8' rate increase' for each utility, 
at least in'the'shOrt{term.-- Sec6nd t they would institute mechan~sms 
whereby shateholdek:'s" are financially rewarded or,' penalized" based, on 

,the results achiEived in the utility's DSM energy efficiency 
pr6grams. 
"The' programs presented in the'settlements couple increased 
funding levels with detailed program descriptions for spending the' 
money,cost":effectiveness controls, and improved measurement 

programs. ' Thus the funding levels for eaoh utility even with the 
dramatic increases, appear to be well thought out and reasonable. 

Increasing funding levels alone is not likely to be 
sufficient to bring the benefits of energy utility DSM programs to 
California in a cost-effective and vigorous way.'! Unlike energy 
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efficiency (-iinprovements ~,tnat\a ~,utility:.rn~kesC't,<>.jit~jOWn;iPlf!I)~, iJ YL~q 

demand-side energy efficiency improvements, which are made.~ttJ:~h~V 
customer side of the, rqet~r" ar~,nO,t<:an inve~t~en~ J'\J1,ut.\~ity plant 
and do not 'earn a,·returnrforithe ~~utility .sh~r~ho~d~rs .• [! ::~):l\l$lj~S ,~~e 
NRDC's report: ~"Decline of! COI}~ervati()n f;lt;Calito1;~,i~ \lti~iti~s,"!.,~,:, ... 

'Cpointsf'out, .. 'the' utilities I lack: a ipositivel ;fiilanc~al i(lc~pt,iv~.~q ,1 

pursue~DSM\eJ\etqyefficiEmqy.'·;; (Exhibit:6l L'~LL ~ .. ,:,,' je;,,'! '\J i r .. ill 

"1~'" ".! The: Commission adopted the: Electri9· ~ey~n~eA9.j\l~,t!Il~.J:\t, 't 

Mechat\ism (ERAM).for electric'lutiliti.es'~ and .. the,cor,e;:fJxe(:LCost): '.':' 
Account·) (formerly ·;the Si!lles Adjustment·'M~chans.imL ~o~ ga,!,> " utiliti,E;!!3 • 

. , Thes~' meohanisms. compensate utilities· for sales, fJuctua~ipfl~: 
resulting from increased ener<.JY: efficiency ,: as wel.l, a!3: sQrne, other \ 

,t<:hanges in conditions. "Thus, utilities do:not'have,a <lisincelltive, 
to promott!'energyef{iciency •. However, the lack of.l,a, disincel1tiye, 
has'ri6t been sufficient to encourage vigorous DSM,e~ergy.~fflci~~9Y 
pr69rAm$~: '. ' . ., ' ';,i 

;', -The: general decl~ne in energy·· efficiency spen~lin9 .s~nce 
1983 tells"us that the current approach is not effectiye enough and 
a new' approach is needed."! The settlements .before us, present all 
innovative' approach that we believe has great promise,t ;.providing 
financial incentives to utilityshaceholders.for~ exp~nditUJ;es on 
DSM ener<)}' efficiency measures. 'The profit motive has proven a 
Powerful· motivator 'over the ,years, and we expect it,will prov,e 
itself again in this situation. '. 11' 

The case in favor of "incentives is most stro~gly made in 
the~RDC report (Exhibit 6). : NRDC points out that. utilities are 
·strongly oriented toward balance sheets and shareholder profits •. 
Scarce management arid staff resources flow toward potential profit 
cen'ters ~ .• i •• '" NRDC argues that utilities roust be p<;lid "extra" to 
induce 'them to pursue programs like DSM ener9Y efficiency, even 
though these are cost-minimizing strategies; because ,"an.incent,ive 
syste'm roffers the only practical assurance of sustained and 
'successful managerial emphasis on improved 'efficienoies." We are 
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persuadedfthat'~the! titt\e"haa'-con\~ 1: t6!ltry ,tois (·incentive..~bas.ed'11;:)1) }',I 
app~?ach. (j;};-.. 'on ,~, Ii:; ,r i{~" \;' In,- >,','" 1:'; 'li: 'C'; t~".r :,},f 1 J: 0 'X:(H~'!V'J ~'fd ~'. f H, "",.i, 

I:{GJ<! "'.'f !The'"mofley.:spent·'OJ\ the)progra.rns )ptopOse'd for :,the,,-.) 1;:!.1:) 

~~fnc&ntive/Penalty; rneohanlsms Jwl11"yiEHd,sigoificant benefits in hu) 

added ;rbs6urc~ vAlue 1- i J Table a-'A jof } AppendIx I)'shows thei'let ",' ~;i!;.n1 
re's6u'rc~ fval\l~ ~kpecte(r( to"beicreated,by f 1991;'expenditur~s;underft~e 

Utility Cost 'Test, whichi tAkes iUie': lifecyole',value <"(Le., "load'I''';',) 
redO:cti6ns; 'times; avoided (costs) and subtracts i all uti I i ty program 

costso"th'er: fhal'll the cost 'of" the' incentive, payments • ::'Th~ projected 
, VAi..u~i t:r'eated relative; to', p'io9rAm} costs ranges ',tro~rthe ;high ,6f <'/" 

seE's $244:' millioh": net: resource' value:based:,on $41.2': in ,expenditures 
(and! $3. 6 million' in after-tak incEmtive tpaYments).to;the ~ow ;(>C:,! 

SDG&E' S p~oj'ected' $i9 ~ 6 million: net.' resource value' based on $12d,:in 
expenditures' (and $3.3' million'in incentive'payments)'i ,.The:netr c'J 

'resource' value produced under the TotaL ResoUrce Cost Test; which "f 
accounts for participant costs as well as utility costs, yields a", 
s6me~hatdiffet'ent- comparison.' 'Unde'r this measure;, the; highest 
;p~oj~dted'benefits relative to program cost are; still seE's 
projected'$217. 4· rnillionnfJt resource \falue from. $41. 2 million in " 
expeliditures '(and $3.3 million' in after-tax: incentive payments), 
while the 16west'ratio is'SoCal'sprojected $20.7;million net 
resource valUe from $12.3 irl'expenditures (and, $2.2milli()rt in ":"~'; 

incentive pa'yinents). (Appendices B and C~) .' Under each measure, tl1e 
resource value created substantially ,exceeds the program cost,' even 

after the expected cost of incentives· issubtra'cted. Thus, 
ratepayers ~ill still receive substantial benefits from these DSM 
programs with the incerttive proqriuns in place. 

Beca'use of the small rate increases involved in these 

apPlications, 'the incentive payments will have a relatively small 

impact-on 'rates. For'SDG&E"no rate increase due to incentive 
payments· is pr6jeoted until 1992 and 1993; when a 0.1% rate inctea,se 
due to incentives is expected. ,(Exhibit 2)." For SoCalt a,O.1\,r:ate 
increase due to shareholder incentive :payinents is projected in 199,1, 
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. g-0':'0-.!q h;H~ 'l j (';10'1 C fUr jo ,·O.l~' ;}\) <,.)J 1"H i '~d 0.1 j ~;::n ,< <) -:),,] '-~ 0.i J 1 L i .1 J! 

1992, and 1993. .(!!lf~·H)JhI 31J jl{rr,rf.~.M~~t~S}.;J~v~rl'f ?f;:; fa}~~?}~\;fI~,~rf,) 
due j r:f?J i~s:~n,~Jvru.~a}7Pr,~ls;::J-f~.,J?f~'ff,r~~i fY:> <!G~~\~i :lr?t; ~~~~~, ,at the 

~~~~:'~~~::(-' :,~'~i?lin,~~r~~.~~(+6~i?!~i~~'£9;;;~t~~~~1~r !~t~'~:,~ ~~:;i~i~l'i~:';~<'I!Xd 
, _·,1 ,.".I~,1."., ." d,? ,,-,l';'·"'):',j . .' C ~-".-".,~~q;.:[ .t::nPl·"j r'iih -0 HJ'!!:'J ',);1 t 

o. 2'HJ~~; ~~,~~,; d,~e" ~?1 tJt?!:,fPf~r~lre;,~~~~p.t.~).,,' ,(~~~!~~; i~'(L J?~.:i~~~.:; 
not P:r;9viQ.~. ti~r~s." s}\9w~n9;the sep~rate rate, ef,fect of inc~ntiv~: . 

..... " .~·_"c, ...... :.. " :.f, t '!f. l '..:I -,' _ • "\11;:: . __ : r ,[:.:lJ "1..!:" ~ ;--.(U~.~-::.>'.' · .. :[i:. 

payments.,:,'j, :.-<,:;,~ ! ,''-,'';:.'; ,',j ,i,,', :,;: j,'. ;·;r'~ ". L""-,i' i·',' "'{J i \ ce·f ~t'.J"h 
.II': ,,; r Ii'" 'i~~le,w~.J)~[l~~ye,~h~\ ,ip,c~fiti.r~s,'~-h~ul~:i¥~\'~~~ l~-"fl'~~~'~~f 
we apprqaqh; the imp1f3rnEH\t<at,i9n ,o,f, th.ese incep,tiY,e, mechanisms, with' 

' .. - - .. __ 1~', ~- ~_''.'_'. ,r ).'I! .... ~ "_(IC,.{! ',l .. ~~ ~ ',_ ~~·.1~,· ~."'I".i~\llr}:.-..... I_~·) '.i ·i~> ~-·.~r(_:i·:~ c,_ ;.:', 
caution", because the need, for incentive mechanisms, the level of 

:---r \'-~-~-- _J '; . ,?:~._: .' J '-~ !.',~ 1 t.·;"!t\ ~: ""':-. ~,.~.' )~ J 1::,·~.·:'.! '~:...r!.I.;-J~.-; 1;(.[ ;!r)_: ~)l: i ;,; \{ (J.~r 
inceJ)tive and ~n~l.ty mps,t,apprC?pr:i~te, for pro~upirtg cost:-effective 

~... ' ~' . . ....... . ,,;,!. ; ~ -.:'';: •. '! ,' .. ', .: "t ,: ; _ ~ \ .. ',. t:: ~! j r 1 • ..t f .. - : \ .~ : i ~ ~."; ., ~;. . ~ .. ' f" . i 
" PSM, ~n~J;9Y_ ~~~~cle~FY, progr~f!1s, alld ,t,he 'efficacy ,B;nd " 

.. ,.. J .... -:.. _ ....... _'~.'"\L '. !. ~ J " , ".,.. ,,< ~. < ~ '_ -,:-,. 1. "~:;.!)._ .. ".~~) t~:l:-- 1J .-;~ ~ 

.' 9-a,ninistt~bility of ,t~e wid,e var.iety of inc~ntive and penalty 
\.' .~ ~ , -. • • > • ,-- ." '. :, .. ~ ~. ..\ ~ : ~ ... ' : r' ' .... ' _. -_, " ._.~ . ~ ~' ~.'. • .. ~. 1 ~ 

.-,mechanisms pre,sented to us in ,thes,e settlements have ye,t to be .fylly 
;I~ •.• '~'~"'- ·,·.f~"-" ; ,'. ., ~ ';' r; ,- :.,'_, ..... ~_' ... ;::~;':) ..... ~~ ._·,-~·;',~+LJ 

. t~s~ed through hearings or expe~ience. We 'coricur with the. comments 
,.- .... ~~ l.-~1· ;r .. ' •.• '-'. : .. ;; ~,rf:,,-:j;C_':·J~~:~,.;~~-~_ .. f't'> 

o£ DGS and FEA that these mechanisms should be considered 
.'.' I I. " .. ,. : .. ' ',.': -: '-.,..'-;~ .',~ .. ' ~.'. : .. }.! . _, <t-~I",.", ,:; J '::. :"~' 

experimen\a:l onl,Y ,a(l~ not ~e:c,es~a:r;ily the bl~epr,int fo~ ;'th,e r,e~r ", 
generat.ioQ. ot, PSM, programs,. . 

, " ~." I '. '. •. ..' • • ~ ~ -. I \ ' i ;. _.: j. ~ . __ : . -:, 

We find these settlements reasonable and approve them as 
~.. . • l \ _ 

experimental programs, with the modifications di~cussedbelow/' 'for 
~ (~.,'" '~"!'1 ~:!o':J .i ~~f 'fl ~;1 ' . .i~.; i :~ 

several reasons. , First, there is a need to provide a relatively 
, • • " . ~ : J ".f ~ , :. - ,~ . .' 

,quick a,nd effec,tive boost tQ DSM energy ~t~icie~cy progi;arn,s now ,to 
'< (.~ .--< - ~.-.. ~'.~. 'i~··' .. ~ -.: .": ~! "'_ -,_:!; " •. 1.·, 

capture opportunities" t,hat would otherwise ,be ,lost, without wa1t.lng 
for what may he .in~onclu~.ive results from prolonged ~vld~ntia~y. ' " 

. . . " '., . " , ,. ' : ,. j ',," ~ i ' 

hearings. Second, there is broad and unanimous support for these 
propo~als, and this reflects the bargiHrlingand bala~cin9 [tha.t . .. , "\" - ",:'. . 

oc?urre4 in the collaborative process.and.in the settleItl~nt 
discussions on ,the applic~tions. Third, implementing the~e :.', 

" ' . . . ,', .' .. i 

':, innovative shar~holder incentive/penalty mechanisms as experiments 
provides art invaluable opport~nitytq gather,data and improve the 

, • - •• . ' \' ,.,. ~ l -. 1 , ~. ~ ~ • 

Iwxt generation of DS}lenergy e.ff~ciency programs based on the. 
actual cost. sav,lngs,and energy ef'ficien'cy achievemen~s of' four '. 

- ': .. - , ' . . '-, ~ .:. 

different mechanisms. ~y comparing th~results of the four 
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u,!:i!~t.i~s, we .. expect_ to, b~in9 ~6me, degree 6~ ~nif6rmity and proven 
ef:*~(?i!y~~,?~~~ t.oI(th~~(rYi~~(9'~p~~~tr~n b.( pi-o~rArt{~j. . ~:e 1 r'll.'6 \ ~ ep.:_ 

:1_, ,II., 'We" reb~~niz'~'/' as'-lhE/'~~ertit;fueM:s~~ itblilr:rbu'tvl8Iu~i: 1 thAt'llJP 
. 'fher~'(/ ;~:eittl'~r.n~riit~C 'i-~is'~l t~~f -i~b1t~{ gg&-d !dk~p ~£( '9r~~ 'kh'd) tak~i AHiong( 
I it:t¢.,~~~.~i'~~ ~(nl' ~~~f'ii~ictl ;int~~'i~ela't~~ it~ad~--Ibfl~~:that.i m~y·IAotlbE!'{:}JI i 
C:pp~~'~'~i t~' 'it i~'~l~~kk wh~:/ !~iid' trtbt"I>ia~ridl~at:~J fhl itill) s·~ttle'ih~nt~ . i) 
di~'~~i~i<>~~ .1._' F6r~ lthli{ -ieasCin'~ ! \~~/ 'do'(h~t)Jd~lvi" d~M)r}i lrirbi 'ihei k::i 

details of ~he sett.lem~nts and attempt to second-guess and >; jn',r-'1 
r~~v~}:tate, ~~~h '~~P~.C{ 01. th:e ket.t'lehleht;,csC;'iortg<ASI ~~~; settlements 
a~L~;"~hol~~ '~~~ r~il~o~n~blei 'and'iri1 thk Iph'b!fi~r:iri-t~r~rst:ii t Jtb\4~Ve~~') . ".; 
UI't.1ji'k~ :t·~~j ~6\.ila~riilv~p~it'i(:ji-pa},tts ~~lid it-h~' ~~\:tll11~rpilttn{s', J '{.J~) 
'h~'v~; th~' -b'~~~f I{ ~;l'; ~':t~t.: ifng A1Y' r foU;' (;<sinp'l)et~ 'i)~ol%s~i~' f~ {det j)}P:):[ ( 

side, and we w6tild 'be ie~iss 'i;f ;'w'i;' dlCi'fJi\:W.' \i~~"tili'~)r~a\1ta'ql!('p<>lnt!;'to 
~.oropa~·~: 'thk piopos~is:: a:nd' :eri~uiethAt:' th~' ~atE!pdyers7 ~i '~iicK lit'ii-rty 

~ ~ _~ ~ I 1 r ,,-. i < • : , .. - t ...! . . .- _ _. . ~ . ' _ _ _ ': . 

, aphleve at 1e,ast 'rougll'paii't.y with "t;h6r~e '6'f' thEV6'ih14k.£''l1\:11J.l'ieS'l.)'c'We 
a'l~6 seek' t~ '~n~ure''s6me u'niiormltyi'ri 'the' in\p'ie;n\eri~ci\;ibh')khd~"rENlew 
of the prog~ams, f'to ma'intaln ;c6~pa~Ab.fliti·amo·ng' ':i\{e '\it'ilifi~'~~~ i 
With-'that' idis~ussi~n' 6£ ou~ ;qenJtiii' appi'oclch Ii\' 'r~Jl~\.ii'rli;tth~ 
settle:rnents I w~~ discuss the specific issu~s' :r~\s!ed' b~'fhe:Vaiious ;, 
s'~'ttl~~eri~'s: - 'r ;, .. , , '-., '., , . r t',; 

t:."' .;" .. -" ~ (._,,~ ~ f.· _ - .~.:. _;,'! i· " ~ ~.' _ .. : - _. - ": , _ ~ : . , ~ f!, ~ L 

B. PG&E's Incent1ve Proposal f. 1 

. ," ," !i'l~ have 'compared' ui~ prO~$Als of 'U1JfoUr'\1t'flfties' as 0 

s~t '.'forth it. Exhtblt : f (attAch~(f'a~r App~ndix' Ii t6 'thl~ \iebTsioiri)' r ih 
<o'rd~r todet~bnlrie whether' the -~i09~a:ft1§ ~~dPos~d ~t6r' ithe'foul:" I:' 

utilities produce roughly compai-abi.~ ;bEiiI\~fit~~n:d icos'tl¥~ ; Tills -H" 

comparative il'dormation was not pi~pa~ed i and 'ft~rv~d 'u'nt'il . Aftet- 'the 
settlements were filed, so it provid~s us 'with in'b~~ti6nthat'the 
collaborative' participants and settl ing' parties may' not 'ha\te' hlld ,. 
before them 'as 'they negotiated the s~parat~d~als;iot each utility. 

. ; We find 1n comparing PG&E·~;tncent.tve'proposal t6 those 'of 
the 'othe:r -three utilities' that: if we' appr6ved -:the" s~ttlement"~ithout 
modification, PG&E's ratep'ayers ~oUld be ~xp~c'tedto:pciy'm6:te than 
doubl~ the rerative iAc€mtive as' a'pe'rcer\ta'ge 'of expend1.tijre~~··' 
compared to the other utilities'''' (Appel1d't~ B,' Table i 3:"8. r iTnl~ r·; 
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resul ts ~frQm-'~hejfaot. that i I,while- PG5E \~L, shared)savl.ngQ:,j.nf(~ni;.~Y'~~J,s 

set at 15% of the net resource value of the savings produc~~ -l~~p?u.~h 

DSM energy efficiency programs, this translates ,J..n~~166tIQfJ~b9 .~) 

program; expEH\ditures. ,LWhileJ the savings lcreate<i tare great enough 

that.'~~he iprogram(remains cost.:"effe~tivei!!thi~: incentJ.y~ ~~ar(s, .the: 

compa1'able~incenti"espaidJby SDG&~~S : ratepayers ,(~6%) (socal·~,c, ju,:' 

ratepayers J (14\) Jand SCg~ s ratepayers; (9% )~~, J (Appendi<;:,es J.\"aJ),d Ci j 

Table 3~A;.') :'~venwhen JttJ,e i effects ;ofthe cos~~p~us-,pr9gr~~s~ aJ;e~<,) 

taken', idtof account;i .. PG&E~s:rratepayers, wouid! still' pe payJng, 37,~J 9.f [ 

;,program' expenditures 'as-iIicerttive_~payments,]while un,deJ:'r thEn llext:,,! 

highest'cost,!ncentive ;pr6gram~,: SOO&E's, ratepayers 'WOU~df pay 9nlyy 

18% :ofprogram 'expenditures>as ,incentive payments,' ',' (App~ndix BI ~ :" 

Table: 3~Bllr 'L, " :' '. ',-,' ,"'il, 

,"1 ',/':-' However i : a' sid~;...by-side compa,rison of' thecostf>: and :' 'l} f 

\b~ne£its of each 'of the four:utilities"iprograms provides,us,w~tl~:i 

only a'limited'view of,the~' programs. What the c<>mparison;does not, 

enable, us' to assess,' to any degree,' is ,the certainty, of 1 : ',,,' " 

realistically' aChieving; expected net: resource va~ues,a.rl.d/or,cost, and 
unit implementation'levels~ Because the four utility,programs vary 

greatly 1': both' in' their incentive' meoha'nisms: and specifio: program 

[, structure; and implementation,· adjusting any. one element of, the 

programs' structure could adversely impact the overall effeotlveness 

of the programs· success at this' time.r·"The, Comrnissionwill'tbe in ,a 
better position to evaluate program performance levels as, they are 

monitored over their short; life-span, This type of evaluation 

1 This 9% fi9ure for seE appears to be understated relative to 
the other utilities' figures, because it 'is based 6i1pos't-tak ' 
incentive payments to shareholders while the others appear to be 
b,ased on pre-tax earnings . ,,(App,endix 8, '~abl.e ~-;A( Fqot.~O.t:e 2.) 
However, this distortion is n6t sufficient to brl.l\g seE's : 
proportionate incentive close to the PG&E 66.2% level. 
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;COcereAifilY!~Ofif()rms';to:;the:>experHtental~natute Of r,thei"propOsedJ r W-'n 

,ip t'6gtam§i'};d:-:Yf!4 <,coi'!G', ~;i'(t f.'J "!if;;'! -,"niJU.?')'fi'~'ll ~:dJ )0 ,;,~; -'6 J~)~~ 

C. C6stl.Effectivei'less i •. '>::",,-!.; ;~;If) ,-:-',"V)'Yq "C)i!":~'fl-1'> '{I:'·").l'J :,~<"(J 

dl' r'Oil ~1 J Each sett lament~, prOpOsa 1 includes', ;the- cost ... ef f~cti ven~ss 1 

method6l6~ miad :f6r i thafiutilltylt lTURN's original. co~ents:pointJ 
out an' area~~ in -which-l SoCal fs ~prop6"sal ~i9i11fi.cantl:y,:deviates:-,frC!m j:-' 

the other three: utiliti~s,: al thoughiTURN subsequent~y{ withdrE!!W~li ts 1-

objecti6n,"!:SOCal:!proposed and the settlin<j'parties agreed'cto the:,', 
iilchlsion' of, a lO%! environmental Q.dder.-tobe 'Used r in evaluating.the 
costLeffective'ness'of,[ SoCal! s: programs r<,The; inclusi6h;o~,:adder~vw~s 
s(imethiflgI reported in the· collabOrative! Blueprint'; as ran ,! item Ion ic> ~ d 
which the': participants could ~ no~ -- reach',consens\.1s .-~. The~; i!'1olqsion*'Of 

the adder for SoCal and not for the other utilities inflates~th~JG~ 
report~d c6st~effectiveness' of socal,'s programs by, lOt, relative to 
th~; prog'rams' of· the other three util ities ~ -; This' ,impedes r our; abil i ty 
to cross-compare, the programs of eachutility,-and- it is, also,' f, ,', 

premature in' light' of our, intention'.to-c9nsider, this-issue-in our: 
biEfn-nial' resource plan update proceeding: (BR?U) ~ ; We w~ll therefore 
modify soCal.'s settlement: to eliminate the'use-of,the envi.ronrnental 
adder.-Sinc:e' SoCal 'sincen-tive payment·, methodology, is, base~:on ., H 

planned program costs rather ,than-:on cost-effectiveness,- this: should 
not:'change' SoCal 's' proposed incentive/penalty paymenb ,:_, 
D. Implementation ~nd Annual Review 

-1 • Program Start~up 
. f . ,~; ' . .-

The four utilities propose to take different paths to ~ 

starting up these programs in 1990. The settlements for SoCal and 

seE provide for a reduction in the 1990 program goals and targets, 
to be filed after this decision is issued, due to the fact that 
their 1990 programs were initially designed with a July 1 
implementation date in mind. Their programs would start up after 
the' coItUtiis,sion dec!s16il' is :issiued. ,--, . . 

SDG&E has' in place a tracking account 
E-3191(Ma'y4,' 1~96) 'to track· itse'x~-e~diture!L 
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application:' ~ttdlcates;~Soq~E' s'-;inte~tt; t9::,trpg~"E;~,P~DS~q I'{.( J..ng!~~!ngj 
indenbiv~s) ~:f()};<;appr()ved program~::.,~t.w~~n:JtlJ~ J~c;tt~.f9£·{~h~,J h'" :C(l1:Hl t 

establisluilent of Jt~e track~ng iilccount a.(l(;Ltb,e.l~<?-.t.~ .~!:I~hj.§.ige<]J!iJ9J), 

but SDQ&E1indicates iio ;Exhibiti ~JlTaple~· .. ~,lt.b~J.l1-t.id9~~t\Q,~ ~l:tP~ft:,i~o 

begin~,ltlor~mental eKpenditures. 6r"the i iri.cent.i~~/p~rt~lt.Y,)J!1.~clt~.~JI?Ill'r. 
untillafter ,thi~ndeoision ;is': issued.:, 'l'hef~tat.~meI\tj 1-.1) .t!t~,J t ibf\'~;!~;C) 
settlement'that 1.~rtew ipr<;>qrams ,.d~scribedd,nthe.: 9PP.J.J?~t.i.9.~!~r,~.: .... j .,:: .. 

intended to be implement~d ;in) due co.urs~ tolJoW),fl9 ~9.mmt,?si9{l 
, - , - . ~ - - - - . ~ ~ 

authorization'of the' .proqrainsn ~,..; a.ppeArs.;,tOI ~on£Jrm)·.thi.~ intention. 

PG&E also! has: a· trackiIlgAccp\ln,t-1 in' pl,ac~!:) auth9ri,z~d,py. 
Refn E-3194, \ ~ PG&E (does' not. propose any incre£uental~ 1?9(), D~~.·;.,; f ri, 

expenditure'sb~t'does' prop6s~to: hay.e' ·thefjh.areh.older: ,Ii, T,J '; t:[ i' r ;~ 

incentive/pe'nalty'm~chanism take. effect as .of, the, da,t~.' otd:~l\e.')1i ! t, 
resolution, 'June 20, .1990,· as agreed by the 13ettJ,ing, part,j,e,s". ,:.:"';': 
PG&E's:·request; for retroactive awardo£ sharehold~~, in,cent.ixes, fqr 
expendltures' betwe~n June 20 and today's deoision .ap~ars :~,o .be. t:(':) 
unique· among the' four; utilities. ;.. " . , ,!((, \'~ 'flj:' ~'J ",~' 

The tracking account was established with '~he.p~imary'-ll'" 
purpose of providing PG&Ewith the incen,tive ',tc begin:~n aggressive 
implementation of their proposed erter9Yeffici~npy. pI::()gramJ~ ligh~ 
of '()ur recognition that ?G&E was suitably, postured ~(),proq~e4 w~~h 
thelt':proqrams .on June 20.' , ' .. }, .' . ,,! .. ': ',' .. 

. . f: ' How,ever ,' although the settling partiesagr~,e~ onexpen~e 
and 'incentive recovery from the period .of June, 20 t()the ,date. o.f,.{ 

Commission authorization, PG&E's tracking,account did not ;taJm i'.: 

effect until June 27,1990. ' i 

. Res., E-:3194 authorized a traoking account to ,take ; effect. 
;uponthe filing .of a revised advice letter. (Ordering Paragraph 3.) 

PG&E did not file the required 'advice letter, A.L. 1600-G/1304-E, 
Until June 27, thus no recovery of expenditures or,:incentives bef.ore 

that date may be permited. .,';; 
'There"fore, we 'will modify,the.settlement sotl}at PG&E's 

~ ·lrtcentive/penaltymechanism takes effeot on June ,27, 199~. R~coyery 
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ift'1 :HH:bs-rthAy \ be ~ reques ted i for] any:~6ther' appropr ia te~expendi turesF!:O, 
incurred underl the i r~vised 1 DSM ;pto9rlUtl,;since"Jun~,!27l019~Ol'vtoilthe ( 

\ extehES'thald Buth exp~ildltu~es are 'cont(;!mplated by,the settlementt:: ,) 
cWhilEdwe Are not;'cei:tAin Iwhat! SDG&E~ iJ\tends'~;with'o its ',tracking !(~ :Jud 

account;j:) SOO&Ef mAY! 're:quest-; tate \ recovery,'of i , inqremental program' lc .. d 
expenditur~s after the· establishIneiit b£~;the -,tracking, aCcountst6i the 
extent'('sU:ch< expehditur~s ate"' cOntemplated i l>YJ ~he'settlement. ,~d ' LF' 

,2; L~ AhiluAl ReView'of PrOQi':Am'and, Rilte r Changes',; , : i:<>i ;'.U' : 

• rlf> i '!';;.dll r AS1we;understa'ild thel application~;aJ)d"thermodifications Ii:' 

niluie: -to'thbiie '> appi lea t.ions r by' the,) s~t tlertlents I~i there are j 

differen(£~s)'lrt' the'way' the' four utilities\olould, have 1 the~ COfrunission 
administer and,i:'e\tiE~w the rMdsediDSM prograf!lS'- -Manyiofthe:i _,: u:,' 
differehces~' groW' out! o'f the differences in" the .. proposed mechanisms ~ 
However/) :some\ of, 'thee 'differences appear to" be' primarily,. ; -',~ ",' .' 
actnlinist~atiVe' choices ifnd likely to cause undue complication and •. 
confu~ioh 'down the l,ine as our staff and interested parties' i:'eview, 
the programs, and some modifications or clarifications to provide; 
parallel" review processes ate' needed. :.- "i ) ):-, ~_,!' : l' 

,,/' ,c;,,',; ~,,) , Each'ut'ilityproposes to' include- ,in i,ts 'annual March 31:.: 

DSK ;report'its proposed 'calculation of' the: incentive and or: penalty 

earned' it\'the '-preceedihg year. i ·From this point on,' the, proposed, '. 
review processes appear to diverge on three' items t, (1) the~ate" 
int.erest begins 'to accrue on 'the incentive/penalty payments, (2) the 
pro'cess by which the incentive/penalty is reviewed and verified; .and 
(3) th'e fo'rUm': iil which thE'! incentive/penalty, 'and 'changes, in program 
costs are reflected in rates. Again, some of ,the differences here, 
particularly those with seE'S propOsal appear to 'be a necessary 

: 'rec6gnition 6£ ;the unique incentive/penalty mechanism proposed, a!ld 
we "do ':'h6t intend ,to "torture the different programs to fit paths .they 
carulot ~ comfortably traveL' However, we believe some clarifications 
or modifications are needed. 

Pirst, for SDG&E, PG&E, and SoCal there should be a 
uniform appt6ach to the accrual of interest on the incentive/penalty 
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Paym" "ents learned <.: :;SoCal thas~a"'reed·_,~o"tQll_QW:3tl1e;~~il~~." apprR~ch as ';$" .'t",_;,"' _ ['. "-t·c")_'"HI 

PG&EiJundeJ;' [which tinteres~<;aCQr~e~:PeginnJ,~q( o~J!J~!y:j,l;,~.~t~~ ~.l}.~ ... f~,'> 
'::Maroh DSt{,report>.:laying ()utithe(basi~ jfO);'ith~ r~qq~~~~~,!i.~g~1),~JY~[! 

payme.nt J is ! filed -:0 SDG&E' s:c proposal ~s t ~f!\b,ig\lP\lS" iflt 'l:.llif?Jr~9<;l:rd'I<;'l 
bul i it·:,refers: to fa July: l;date ,for:coInP.1.~t;.i?I:l";Qf...tl1e"q.<?mpli,{if1.~~f ,';1:', 

review of the March DSM report and to interest accru$..p.9 <;:In ;tl1~ t ;,d.: 

;' "apI>roVed,penalty/rewar<is. ':'.<' This. may bej~oJ1,~$.~teJlt, ~J~\l. the SoCal 
and PG&E 'method," but ,to3~hsure ~consi~tency,we{~U,l,~diJYt ~99J&:~~Sd i 

s'ettlement to", expressly, state. that;as:f()~J ,~G&f!,. ?n~) $.()c;.ac~r > .• i,.~~r"~~t 
on the incentiye/pEmalty, payment~wilLbe ~rm~tt,e,d,,to, a.9pr,9.~, f,': ",;[ 

between the July '1 after the : DSM repor~-, has. l>een ,f,i~e~ an~; .~he, d~~~ 

the 'inc~ntiye/penalty payments ,Appear, in ,r~tes,. I,..,appE!aF~. ;~h~t, t~e 

amortization' app,roach" taken"in seEls proposal elimin,ates ~hi~ ,~ssue 
for' SeE ~ ,,:' ' " ' ~ ~. ~ • 0" J "1. ' ; 1" t ~ ~ -:.- • -:._' 

""" .,,' Second,' the process by which the, inceI)tiv.e/peJ)a,ltYI I, 

payments are. reviewed here, at ,the cofil!tlission should .be,~-'l.iform , : 
'across'the four utilities. We have found ,in this consolidated. . 

l ~ - : - . - .• , ~ j :... ~ ~ 

proceeding that the ability to compare,th¢ pr9pof?als ;fort~eJour ; 
utilities' has been extremely valuable in our r~viewt, and we, int,end 
to ensure' that: procedural differences in ,the review processes, " 

proposed iJ\the~il'ldividual: settlements do·not haplper: our ability qr 
our staff's ability totraok and compare the ,effectiveness ,of the~e 
eXPeiiraental prograt1).s. The proposals ,appear to be uniform ~n ,their 
reliance on the March 31 DSM report as the place in which e~ch '<-

:utility will annually report the results of the prior ca~en4ar : 
y~arfs program accomplishments, inc}udingexpenditures, CQst-

effectiVeness of results, and incentive/penalty payments that the 
utility believes were earned in that year, as well as projected rate 

or revenue requirement changes needed to reflect the incentive/:, 

penalty payments and changes in program costs. "Th~,CPUC staf( is 
expected "to review and verify those results, by ,July 1 iin most if 
riot all 'the settlements., We are concernedthat,thls review would 

either· duplicate work done for the 8ubsequentra~e,recovery 
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proce~aing1ot \louldJit:sellib~c6fte\'anJ:i85tle1inf,that proceeding;",!";,.;,! 
addli\~ aJV\ii\n~ce§sarY)laY~i.":r6f:~<!onti."oversy;<,-.\we' willi:tely,bttutbe,~~n 
lH:.lgAt.loJ\! pk-ocess'::t6 r~vie~tth~-;;util.ities~ t-Iarchi31! fi,lingsl and',We 
noteh·th'i\t"J we t retaln~~the' 'Ability t6'~ request' iur) independent' staff ,,{,,oj 

analS;sis t hy'our 'Advlsory: and iConpliitnce' Divielon should,we consider 
that <i\~~e-ssa'rY""':"-' ';:'i'-'lll' "~'I ' Pc :'i'" " :~:-~{! ,('J,;',: :'f1 1'~ ·,:-,i·,',n 

(r,', ~'-:- ,ii Third, we~ find; three 'conflicting proposal.s ~ as ',to' the ~<?rum 
in~ whl~h-: rAte'teco\rery fo'1'- pr6gi-ainicost, adjustments, and the:; :';f ;, \;, 

i"ricentiVe/penAltY"payments '~ill be:i:equested~';SoCal ,and SCE would: 
have the"rAte- hdjustinents mAde! in the Ann\,1aPCost~Adjustment "i,' ;~'l 

p~dceedings-' (ACAP)and i Enetgy CcstAdjustment: Cla\1s~' (ECAC) ,;,; ,',': '; 
'proce~(lings','respectively.; Although there'is ~oine' ambiguity" in the, 

SOO&8 p'toposal" as" We \inderstand ,it: SDG&E would req\1est, rate. r ,> 

recovery for program cost changes in the, ACAP and ECAC but would " 
seek recoveiyof'incentive/penaltypayments in' its 'attrition advice 
letter filings • (A. 90-04-034 # Attach. L,-' p. : A-14 ,and Attach. I," _ 

p. YAW-6'~ f' PG&E proPoses 'the opposite approach to SDG&E,withrate 
recoVery'for 'iricentive/penalty payments 'occu'rring: in the ECAC and" 
ACAri' and' rate changes to'reflect program cost changes to' occur' " ',' 
through'its -attrition- filing. We will require all the rate changes 
'for'thes'e DSM pt6gra.-ins to be sought in the'ECAC 'and ACAP, ;. ;' 
'proCeediilCjs, tiu'a to the-experimental nature of ,these _ 
'ince-ntive/penalty mechanisms, We want these requests ,to be filed., ' 
through applications and in comparable' proceedings to ease thei I 

complexity of administering these diverse programs and to as_sist in 
comparing- the re·su1.ts achieved by the four utilities. While we do 
not 'anticipate that these requests will prove controversial, we want 
'to ensure a 'forum in which they will be fully open to scrutiny and 

evidentiary hearing, 61\ the sam~ basis'for each utility. 
E ~; Program· DUration, and Reevaluation 

Th~ programs before us would last through 1991 forSCE,and 
S06&E a'nd through 1992 fbrPG&E and soCal. As envisioned bypart$.es 
to the settlement, each utility's entire DSM energy effioienoy ; 
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program would'1?e:re-~val\lated·]s~P9r~~~iYl ~J.!\.: J.De.Jy.~Jlti;.Y~§dne~~j rOUG 

general rate case, except for Sf><;~Er'f9J>,~hi.9!t t:l1e,:_r~X!~WjH99~~2iL{):) 

occur in its modified ~~ a.ttrltI.QJ~.\ f!:i iJ\g}J9r,~ ".9_9~!" ~l.\i~)1L.t~ f_S9tl,q~ . ": 
filed! in! Karqh t·~ Q 91. r: .~ At ; that, ,tirn~ I w~, e1<~c.t."al,l, 9~pe9,ts 6 f these 

programs j!J from ,program' ~el;)ign\to .f\1ndipg ~eye)._, .to ;t1)e, .. l?,qSJ,~iff:!tl a(ty 

'inc~ntive :mechanisms ,". to. be, thorough~y r,e\'ie.w~~,. f ;"'l)~~i f.~ JDi ~~<??r4 
with \ the· ti:a~litioJ\al, waytheJ commi,ssi9n, ha.s,~9:vJe~~~) CiP.,g; ~.f?t?bJis,}:l~d 
DSM progrc3.!nsrfand lW~: do. not proposeto j (lhangeth~.s paf~;.oft t!1~f;';:I!":,) 

settleinentsLr:.: ,;! '.i .':'.,i. ,"":-' ··'.···~'i j,.!. ,:i";:; \,L'.:; i,~ "ie. ,In ... ,(.' I')"~ 

:~;.:! f'~~ ',: ,-,cJ However i"' the, programs .p~oposeq.f9!·;,,~q~) J~l;l~.f\ltil~ t,~~s, ya'fy 
,: widely in many- respects 1'- from :rela.tive. spenci:i,ng; ,l~v~l~, (,t.<? pr.o~~i;lm; 

design, to- shareholder. incentive/penalty ,levelf;; and !1esign. : ~fl,i.1e. 
~. ~e are' ple~sed with ·the degree .of ,divers.ity and .crefl~ivity, when: w,e 
I consi&~r~ thes~ as .experim.ental programs :fr9Irt,whicJl .~e.expe9t t,o, (' 

learn valuable: lessons, in the ,long run as weapp:ly:-.thC!s~ \le~~on.s .. ~e 
expect' to see .thecon\t~rgence of· much :of this. vapiety .~f\t;o.~,., i' " . 

uniform,c.proven OSM energy efficiency:progrcun. t· r >f" "',,' ""-.' 

:. ,(, : ,The,' comparative. eXh,ih.its . filed 1n: tl)is· pr()Ceed,ing artd ,t;l1.is 

decision represent only the first steJ). 1.n .. tJu~ (pX;OGess of devis~ng 
thenext'generation of DSM en,ergy efficiency; progra~s. ,We e,xpec,t, ~he 
utilities,: and ; intervenors to takeadvcmtage.of the measurement ,a~~ 
evaluation programs set:up in these: settlements and the ~xpeJ;'ience 
with ea.ch.utilitY's,program as iit accum1,l.1ates, to continue.t<?,' 
compare'the effectiveness of the various programs and begin devising 

a more uniform and even more effective approach for that next. 
generation of energy efficienoy programs. ' '. 

In '6ider to formalize this process and provide us :.withan 
independent assessment of the incentive programs we adopt today, we 

will 'direct out Advisory and Compliance ,Division t~ prepare and. 
submit,' by December 31,' 1992, a report on the ~£feotiveness.,of the 
procedures we a~e adoptin91 together ,with ~ecOIllIllendationsfQr 
improvements. ' He anticipate that this ~eport may .require a process 
similar to .the one we have become familiar·with in our management 
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atidittJ'='Qh~rel)yi CACD'coOi:'dfnates! and ;dlrects',an- indepehdent r';:,'1ry.rq 

c()nsUitaiit'~"filnded"by the'\'ratepayersV~L'] Jq:Y:.;.:,:} \:<~:::E~) ~~J,'~ 1 if:'-[:lH~-'i! 
F. t~nst!J:vi.t.ttoh:ipay1Deilb;t under' Speoial,rC6ntractsi f r:,~' 'u J, ({ ttIJX,O 

'::::<';;U 1," The',-set.ti~inents! rAise the; iS611e t of,\thef appropriate[meails~t 

OP f\Yi\din~; aild' Acc6untiJ\~{ for" 'clinser-vation') paytnents,~made'! under!p'Y'tj 
~'xp~dit'ed tsppli6ationj'dOc]a~t/spebiaV contracts .;-;The ,current: method 

bw.\'s( ~~thbli'shed" by' o. 89"';()5L067' and 0 ,'90:-05-030, f and; requires (these .. 

conse"I4ation~ 'paym~hts to' be' made' out of existing' DSI'L budgetsp,l: The 1 

settlements of SDG&E, seE, and PG&E agree that this method'of)i ,; ,; 
y fundl'i\g' bohserVationipaymerits~is' incompatible'with' the:expanded DSM 

prOgrams 'agreed 'upOrf" fri , the settlements.' I Each' s~ttletnent propOs"es,'<l 
r~iat~d bue 'dlfferent'iOOd'ific'atioh 'of the' D'. 89 .... 05,;..()67, and)} ,lii.,;; :,t, 
D-.-90~05:i.030 'method'. i For example', 'each'settlement' would, prohibit ·the 
use '6f DSI{ funds'au'thorized in- the -la'st GRC to; fUnd, special, contract 
'payments, hut, olHy seE's a'pplication wo\Jld also exclude' funds, ; J 

authorized:uhdel:- ;its eXpa'nded' DSM program application. _ SDG&E1s :" 

settlement calls for -these payments 'to ba i_booked' as rate discounts; 
:PG&e 's' settlement' woutd bo6k ~t;}iese' 'payments' 'separately and record 

th'ehl iri'the 'tw6-\\>aY'bala:ncingacco'Unt'established!in PG&:E's DSM' ,'. 
application; and the' seE, settlEhnent specifies that the ,payments '!J! 

:\:.JoUld 'bereco'r'ded' monthly in its Electric Revenue Adjustm,ent ' ( , , ~:, 
Mecha\1is!ii Balancing Accauritand be 'reviewed concurrently ;with ,the, 
reasonableness review altha' s-pecialcontract applJcation4 ,f;:" 

~ we do not want three dlffetent approaches -to fundinqand 

accounting f6r conservation payments made under special contracts,­
without a persuasive showing of 'the needs for t.he differences." ,In 

'keeping with the apparent purpOse of tha proposed modifications, we 
will .ri6dify the PG&E and SDG&E settlements to provide, as SeE's: 

settlement does/that neitherOSH funds authorized in the last GRC 

riot lunds authorized in 'these OSM'applications may be used t,o·fund 
conservation payments'under'special contracts. We will' also: require 
"the payments to be accounted fOr separately.:' The parties are, " 

encouraged to address'this issue in their comments on this decision, 
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as discussed be).owj -;C9mparin9tthe4bre~ 9Jf,(~~~~t{)9~'},~\~tl""!J.>~~l?Qsa!p' 
,and Jirtdical:(ing if I possible;,a 'QnifQr{t})Wqy~)t9 J\l,J)!;l ~n~,19c<::punt for 

tliese~,cons~rvation~ pa~ents ~ that. tis -;tt'l-~h~~QnYii'ti~~ ga,eh qfQ~l,t~ ~~r:'} 

three-tsettlementso:';: i';-, ,;;i: ";'.r:cF")J "j " ;f!ifJj';"('(i'it. nil t '-"flu'! 

G. Improving,utility EfficiencY,!!.,t,(cn,-; J!' ,nc)!;d'/,L :: ill! \'d :,j);', 

,1 Cd -~One'ren'laining c~J\cern we,l:taV~,!wJth, tl1,~ a~9f,eI!t1nt;Jo,n~~ ,,:d', 

ut.ility efforts ~~s <' insuring ,a{!>alanc~l~tw~e!) e.ffoFJs,!,~9j.i~P~9.Y~,; :: 
. <;:ustomer-efficieneYnthe . fO<?,?s of; th.e utl~itY_l~pP)'~~~~J~~s,oa!ld 1';-' 

improvlngJutility"operational efficiency •. ; J'l~,_~r~j C~J;\cer,~ed that 
utilityi effortsJwill ~ focus: on(the)~u~toI!1e~s:J;ige:9t.)the. ~eJ.er)?t.;the 
expen$e ofi efforts. that' can' be ma~e,.Qn .the ut-ility si~e .9£ ,1:l)~~;~, r' 
metet,q'i'e :are, aware! of, vast;·improvements!>eing Rl~,d~:,i~ th!3 :- i J ,il 

eff icl~ftcy\ of, ~quipment used· in ,the t.x:ans{Dission _Ci_n~dis~,r,ibu~~~n; of 
el~ctricit.y and \ do; not wish· ~tili.ty effo.rts. to.pep,o!f1e. QVerly f9pus~d 
on demand-side, programs. We 'are concerned t}lat'i,~i~i,lar; t9iS.h~:: -
circumstpnces' leading' to ·the documented declin~ i.n; .. u~iliJ.Y ,P~}t r :';, 
expenditures, current ratemaking methods may impede t~e ~pility,o~ 
uttlities t9invest, in state~of-the",:,prt, effiQ,iency equ.ip,ment for 

"their facilities. - ' ,:,: :,"i: -!'" : ., ".,: i d. i r 

, ': ~ i" We would like :the .utilities and Qtherinter~s:t;ed pa~ties 

t.oexplore methods:, : both' utility .and regulatorYi ,thatcanins:ure , 
that the effidiencyon the utility side, of, the meter is main~a,ined 
and improved.·; We, will requireSDG&EI' SCE 1 S,oCal,,,and P~&E to meet 
and repOrt back to the Commissi?n in 120 days, on the is_sue .of 

eff iciency improvements on the utility side of the ·,rnet~r.,. ;This ;; 
report should include a discussion of the impediments, either 

operational, financial or regulatoryt that utili,ties b~lieve exi~l: 
for these types of efficiency investments as well as an outline of 
steps;they believe are necessary to foster these invest~ents. While 

w~will putrto structure on:thls effort, it is Qlear that .the 
cbllab6rative process was a successful'one and ~i9ht,similarly be, 
·usedto explore ,this additional effioiency aren~. 
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iii GFupdates JAhiI tCaiaiKHitt;"] bft settlemeIitl'lfOdlfications'd I;'la~lJ;)d b '3.J 

'i':..l 'hfl:WEr)is~ue thil; d~ci8i()nfas jan interim"ot;'det to ipermlt l~these 
DSM p~Jgram~"to be; 'put;; int6c!plAce t imm~diately {andlstill 'provide ;:the 

parties the opportunity to respOnd to the settlement:modiflcations; 

made by this decision, in accordance with i our RuH~ ~ 51.71; · ... Th~ i' .:) 
chaI'l.geS"~~'l pr6"poke h~re~ sh6uld" have no- i inpact"~6n ~ the' short-term 
ad.nlinlstriltionc

: of:these 'revlaed energy, efficiency. programs I ~nd fWEh 

expe~l)each'htilityi to~ Hnplement l its approved rprQgrain without delay. 
j,";i) :~"We'iilvitej parties to' re\ri~<:t'the'in6difications \ to"the : r', t 

"'."i;~ttlefuehts .':!,; Pa'rtle's; will' have! 20: days '. from}the' date j of \ thi~J r f l.i!f 
decis16h t:ofile 'comments' anthes'e" modifications.~ j We~ will~; expeck" 
parties 'tb' ekplilin' in th~ir comments whether~they. cim~ accept the~e, 

-c'chaflges{'tot the 'Settlelnelltsand if~ not why not. Any party,:objecting 
;'tb"thesEl iOOdification's will a180' be' ekpe,cted to! propose alternative 

solutions'to the problems that the modlfications we; adopt here are, 
desiglled to' ;solve·.: pi\'i'ties 'will haVe five days,to file, replies, to, 
t 'he" 'c'o" 'mm' 'e"n' ,"ts' .; , ., .: ~ i ' :_! _1" - ... --

c~._: i -~~:-~'-Td ~the -extettt 'that~ the settlement agOreements provide' fori 
SoCal and SCE to modify their program goals and expenditures or,make 
Similar' cna'riges' based()1\ the date 'df this' decision" 'and specify no 

tillie' 'pel.'iOd' for' filing those changes, BoCal: and seE ,shall file such 
modifications Within 15 days of the 'date of this decision. , ;, ' 

-Finally, we' remind parties that these applications, are ;not 
the only forum for reviewirig and implementing,the recommendations pf 
the Collaborative Proces~. We plan to issue an Order Ins,tituting 
RulemiiJelrig on other topics, related to improving the 'efforts of the 
titilitie'si demand";slde matHlgement programs. 

;'The plaJ\i\ed OIR will also :provide a forum to ,compare the 

different DS1· ... rnodels which are the subject of this order, and t,o ;, 

assess"the te1citive slicc~ss of the different approaches. ,'TheOIR .. 
may lead : eVentuiilly to the d~v~Hopment of statewide standards and, 
benchmarks by which to measure 'energy efficienoy 'and to measure the 
appropriate levels of incentives. Over time, monitoring the results 
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of these 'prograrn~.,wil.l:J helpd~terIIline,:wbiG.l1. 0,( tJl<~S~<J\e,q,J.:·;.t,~rPl :)3 no 
investments is most effective in tn~_ :lQng ·.ter!ll.~ :Thi~,r):,-,!.),eqtc?.klng :1,s 
now:1n the f.onnat.iv,e :st~ges: but ,will.'be ..;1esuec;\clater ;.t,hlSc y~a,r. 

Findlilgs~()f, Fact""'F~;; '>:'.';1" ·t·;1!! 'C;')\'()yn Ir'! ",,1 ;',i:;-)i,:.,-:-.'t'.·fri cd 

- .r L! :, DSM energy;; effie iency" progr,am~ , p.rov .id~ 1(),ng7,t,em ;; '.' Q<1I'l 

benefits, including "conserving ,ener9Y.'r~sour<;:~st'.de""ayj:llg ',()r;,',( '11:,'\ 

reducing -,the-need [for ;new-utility plant _and en~~9Y.rE;!,sQ"u.J::.ce~r :a.nd 
red\!cing tthe" adverse environmental ,~ff~cts,of energy. \,l.s_e 'C",;r;, tic 

" r; ~-1.t·There ~is no .op~sition:. to'.,the! prop<>~~d"s~t;.t,~erp.e,J)ts ,Q.f "'i~,; 

SDG&:E' s I A. 90~04-034i SeE's A. 90-Q4 -:-.036. j' tsoeal fS A,9().'"':Q4.~_031 t .iu\d :;) 

PG&E~s'A,90+04~.041.- _"I' "~(n'r fcl::~ :;1; r;!?~r,:~,u ·,.-'lC~'.,,;·.::"; 

3. No opposition ,was·filed ·to 'the ',motion of. Reacti.on"Therm,al 
Systems,' In.c.·for.leave,to intervene.', 'i' ,~,<;y~ . 1 

;: {- 4. ' The; incentive/penalty mechanisms JpropCIsed, :in)1::he vCl~iQus, 
settlements present, a valuable opportunity ,to ,test, th~, ~ff.i.Gacy 9f:, 

such.meohanisms on an, experimental basisl ',. '- ': ".' ", 1 .,:, 

.S.,<S,oCal and TURN agreed that· the SOCalisettlementshould b.e 
changed to reduce to 14% from 16.6% the. shareholder ,incent;.~v~ .. for., .< 

resource:programs,artd·to reduce: to 10\,{rom'12% th~;i"centive,for 
l\ewconstrudtioJ\ 'programs.·, The, settling part~es dOinotobjec~;t9; 1 

the change, and it is reaSonable. f;'-' "';'.>' '," 
6.· SoCal's :proposed lO' environmental adder inflates ,the 

cost-effectiveness of SoCal's progranlsrelative to ,the -other thre~., 
utilities and would hamper our ability to compare cost-
effectiveness of the four utilities' DSM programs •. J;,: "-.', j 

7. It is reasonable to require SDG&E,;' SoCal, and PG&E' to 
follow the same procedures for accruing interest on 
incentive/penalty payments, and interest should begin to accrue on 

July 1 following the filing of the annual DSM report explaining the 
basis, for' claimed incentive/penaltyptlyment,: 

8. It is reasonable to ,require the Commission Advisory and' 
Compliance Division to submit by December 31 / 1992.a report on the 

. i 
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effeceive'ne-ssJ-of;;tne' pioeedu'res1we adopt-,today,' :to<jether"\{ith'c::,i t }(; 

recoIflnferI'idatiohgifor improveme'ritsi{j ill :)ViJ:')Yl:', ldCl a1 C:JiI')'iJ;~av,t! 

. '·9 ;"{ It i'isre'asoJ\able ~t6'require'! SOG&EPSCE',' 'SoCal"t anCl PG&E'O;; 
to tile requests for rate recovery under these expanded DSM <lSI/IUn i'1. 

programs fjf~the; 'same rforumsj'-specitioally :tJie ~ECAC "for ; electric 
rate .rec6Very·cfnd!the ACAPfor\9as,rate 'racoverYJ11i i{):r("[Ii ,:'d 'Lfi'''~ 

hl'-'1() joe)' SDG&E' s "settlefi'tent 'sets forth --two alternatives ;"for:nj<:ili~ -,-I 

implementation' of the tate 'changes .' associated with' the balancing!')' 
accounts 'a-rid ~'f6recasted '·fut\u:'e' 'prograIi 'expenses--either !'at the time 
of this <Ui5isfoii' "ot· in'the~"1991\EGAC:'a~nd ACAP":--arid(recommertds '.:{."';; 

recovery through the 1991 proceedings. This recon\rde'nded.rmethod :of,', 
imPlement-irig' th~ tate changes:is :reasoitable •. :'); i'; :"1 (' c~r . c 

11. The SDG&E, SeE and PG&E:Settlement:Agteernedts ptopose ",',~r: 

s6me...that dlffereht'modifications to the,curl:ent:.'ntethod :of funding 
add accounting: fot -conservation payments made in ·connec.tion with~'· 
electric rate special contracts. 'It is 'reasonable' to establish a 
utiifortfl'tnethodto-fund these 'contiacts and t6 require.separate 
acc6t1ntirtq ,for-the' ~aymeli.ts. '; ,,: - " .<:,'.Ii, 

-" tl~" 'with (the modificatioris and clarifications id~ntified in 
Findings 5': through 13 j ,the Settlements 'of ,A. 90-04.:..034 i 'A~ 90-04-036 t 
A.90-04-()37, and A.90-04-041 are rea$onable~' , ; " ,1,.! " 

lll. The parti~s should be 'Afforded an opportunity to conunent 
on the modificatiorts to the settlements before the modifications 
become final. . , , ': 

conclusions of Law . . 

L" No hearings are necessary on these application~ or 
settlements. 

2. The motion of Reaction Thermal Systems, Inc. for leave to 
intereneshould-begranted. 

3. The settlements should ,be approved with the'mOdifications 
identified'io'Findings of Fact 5 through 13. '; 

:' . 4 • Approval of the Settlement Agreements entaUs'a 
modification of the conservation method established in D.89-05-067 
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June 
July 

~: ~ f-~~>:~::~:1~~} 'l,,',C. :~:~RI~~ 6~E~,;~' ~': [. ,; ,'- ~ ',' ,:;:;' 
. . ~."."' ~- .r ;. ~- . { J .: ~ E. ;! p - < ;-~+ '" : ~ { J 

IT IS,;~WPFMlt·tha,~~ \" ,.;.\,:;;;; i,' :,~/. '1,11' . ,i 
1. The?Settlement,A9re~ement!'in SQG{.~',s;f\.,90-Q4-034, filed 

27 I 199 O,f J ,H~~~' '~~T~~ ~~~ll~,' :A9~.e~~~~:t. : 18: S?,~: ~~,:~: :~?(~O 4 -036 t filed 
2, 1990, the setttement' Agreement,in' socal's'A,,~O-04-037, 

filed June 27, 199,0,. a.nd the Settlement Agreement in PG&~' s 
r (~ 1 1 ~ j; ~ ~ 1 l . -. ~ j ~ ::. ;. • :- ,. , ',' ~ ... - ~ (: ( l:'; --;. ~ ..... -.. . . f 

A.90-04-041 ak~' Adopted, Lwith the:·fOilowing'ci~.lrlficati.ons and 

modifications :,)( ;:('~" (,:~~~.: : .' , , . ' " : , , . 

i :: 

'a~'_; SoCaVs incentive. for resource p~ogram!? 
shall' be changed from 16. 6% to, J4%,an~ its 

,";, iJ1Ce!ltive 'for: new. construction .. prqgrams 
shall be changed from 12% to, 10%. ,,' r 'n~. 

.. . . . _ _ ~ :;.. . '.4: " .. f 

b. SoCal's ,10% environmental, adder shall, be 
eliminated. . .. . 

. 'PG&E, 'shall be eligible ,to re~eive, .. ' " ,.-
incentive/penalty payments for expenditures 
incurred between the establishment of the'i'r ".1,/ "., " i 

.tracking accounts' pursuant, to ,Reso).ution 
'. _;'<.;' ~-,~194"(ef£ect,i~e,,JuJ1e 27, 1990), and the 

.' date of this decision.' ., . ' 

.. ' ~' ; ~ , -~ 

i !': 

,;rllter~~~ ~n iI~centiveipenaity pa~'ents .,: 
'Shall i accrue tn the' same mal'mer for SooSE, 

.SoCali 'and PG&E and shall begin to accrue. ,;. 
, on July 1 fol1.owi:ng the filing of the , 

annual DSM report explaining the basis for 
. the claimed incentive/penalty an4 shall 
continue to accrue until the payments are 
reflected in rates. 

e. SDG&E, SCE, SoCal, and PGSE shall file any 
requests for rate recovery under these 
expanded DSK programs in the ECAC 
proceeding for electric rate recovery and 
the ACAP proceeding for gas rate recovery. 
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'~f1 t'SOO&g.~'may ~eflectLt.h~se)rate')chAnges:Iini:itsTdl1!> br(i:i 
• ;,;3 :iu-SJ{!C) J .~?9.~~~C~~£. ?n,g~ 1}S:~~x-~PI>~Mr~tJgp~; ,~cNt", ~r~q ito; of !',"'.' ""'10:) 

sett1.1ng partl.eS recommenued. Y - ' 'L, '" • 

9. We will rely 9,~j;.~.l)e,f ;LJt-J...9ption prOcess in 
the rate recovery proceedings to evaluate 
the March 31 utility filings • 

. h,. The Commission Advisory ~hd; tJfupi1{ilf{6e;~l ','( 
h-, ( 1, J ,j'~'! ; Divls10n' 'shall submit' by! Dec einber< 31 i':;1992! . [ 

t"" , i 1 ,;,'::;' ,\ I \ ~i6~~~;~~'t,l wlr:~6!~e~tjXy;~~~~~fh~~~~1 th(\ ,:, ,-., ,\', ;" l!", 

\ \'F~,i ;" '~J:-ecorninenda'ti6hs'!f()r' improventents'.')~: ,.;\' " Of>'; \ <:: -,~ irt, 

.:' t::n Th~ ~ktho'd'qo}ii.~ndlhg~:~C~d'ikhdgh'htiiN~( for\'\';l;;L";;~:'f i1 
1,;1 ,:. ~lWj 1 c6h1iei:Vati<:)]'l~'payments1 made" 'under; ~lectric (t\:~,:'O, (:". i, 

rate special contracts established by., .,' ; , ' .. " 'J .. 
D.89-05-067 and affirmed in 0.90-05-030' ~"," ~",.',( d .. ' 

'shall ~ be mOdi.fied to' e){ClUde',the \.fse~ of DSM 
;funds il\Jthbri'zed in,the utilities ':, most 
'recent- GRC and, these expandedDSM ,program 
applica'tions to 'fund 'the :,conservation l ,,: 

pa~ents and to require that such 
"consetvation payments be' accoU'nte'd for 

separately. . :·.1'; . 

2. The motion of Reaction'Thermal Systems,; Inc. for leave to 
.=- .~~~~; ~ j-';<-~ -~ / .. , ~!'i'.'-'. ~ ~.r t·~. 1\ !\' f t ' .. ;'. ~ 

intervene <i~·.9ra.n~e4:.· :cf~ ~ :-'.<; ~~. <" j" { :._ .' < ~. ,"'cq ~ 
3. Patties shall have 20 days, to file comments and 5 days to 

.";,:' .~ :!: ~ <;. ; ~' .. -! ~:_ \ "; •• 1'''''' ,--.' ;:. .. \ .:~ 

file reply comments on the 'mod~fica,~i6ns an~. 'G~~ri~~cattons to the 
.. . ~ .- - _. - . .. ' 

settlements set forth in Orderingparagz;aph 1. 

4. ~oCal a'nd'SCE "~hall 'fil~~l~~in ''i,s ~ays' any mddificatlons 
to DSM program goals and expenditures'~r simil~r changes due to the 
date of this deci'slon', to the ext;eo't that the'(s~tt.lements provide 

, : ~ .! 

for such changes ~ndspeoify no tima period fOi'filing the changes. 
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5. PG&E, SCE, SoCal and SDG&£ shall£ile within 120 days a 
report outlining any problemst either opera~ional, financia16r 
regulatory, they now face when evaluating and considering 
investments to improve the efficiency on their side of customer 
meters, as well as steps they plan on taking to improve their 
performance in this area. 

This order is effective today. 
Dated August 29, 1990, at San Francisco, California. 

G. MITCHELL WILK 
president 

FREDERICK R. DUDA 
STANLEY W. HULETT 
PATRICIA K. ECKERT 

Conunissioners 

Commissioner John B. Ohanian, 
being necessarily absent, did 
not participate. 

I will file a written concurring opinion. 

lsI G. MITCHELL WILK 
President 

~ '::;:~ntfv THAT llnS DECiSION 
W A'I Af·P~OVct> UY IH;; AGOVE 

CO~ "1\1- 0 
... ··l·~ . • ~ • S YOUAY 

r L/·~t J. I l AAN, f;(E'¢.vh'!t) l)v.~~~t. 

Pd ,'1 
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A.90-6~-034, et al. 
D.90-08-068 

G. MITCHELL WILK, Commissioner, concurring: 

We are formally reasserting tOday, at the timeliest 
possible moment, oUr determination to regain caiifornia's 
international leadership in ener9Y efficiency. We take that step 
because energy efficiency remains our largest, cheapest and 
cleanest untapped enerqy resource --and this state and this 
nation haVe neVer needed that resource more. 

Today's interim decision is the successful culmination 
of work begun in July 6f 1989, jUst OVer one year ago, in the 
commission En Banc on energy efficiency, Since that day, thanks 
to the extraordinary efforts of members of the california 
collaborative, we are able to reach this decision without an hour 
of adversarial and expensive litigation. I strongly support the 
process which brought us tOday's decision, and I encourage 
parties before the cpuc to look for ways to adopt this nediation 
style in resolving differences and establishing programs in the 
future. 

The programs Which we are setting in place today are 
ambitious, aggressiVe, eXperinental, and far-sighted. Today we 
are taking steps away fron wasteful energy dependence and toward 
maximization of our resources. In addition, these programs will 
enable utilities and consumers to begin to confront the­
environmental challenges which lie ahead. The near-term dollars 
committed today are a down payment in an investment which will 
reinvigorate California's conservation efforts and help us to 
keep and maintain our clean environment. 

Today mark~ an innovative departure from our 
traditional philosophy of cost of service regulation, and our 
reliance on _utility profits as a function of energy sales. From 
this day forward our utilities' profits will be tied in part to 
their success in promoting energy efficiency. This type of "newll 
regulation is just good common sense. Part of every company's 
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success is tied to promotlrl9 cost-effective .measures Which 
stretch an energy dollar further. Our requlati6n wi11-n6w 
reflect these basic gOals. 

Ali five ofthe'Commissioilers who preside at .the CPUC 
- - ~ - , 

have supported actively the enhanced role which _energy efficiency 
can and should play in utility planning in the next and futUre 
decades. But I wish particularlY to Commend my colleague 
commissioner Eckert, the assigned Commissioner on this case, for 
her leadership in promoting these prOgrams and assuring that 
these applications were brought forth and ready to be approved 
today, 

/s/ G. Mitchell Milk 
G. MITCHELL WILK, commissioner 

Auqust 29, 1990 
san Francisco, California 


