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Decision 90-08-068 August 29, 1930 AUG 30 1950
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of San Diego Gas &
Electric Company (U 902-M) for an
Ex Parte Order Granting Authority

to Increaseé Expenditures to Support
Demand Side Management Programs; to
Implemént Balancing Account
Tréatment for New DSM Program
Expenditures; to Recover Increased
Expenditures in Future Rates} and to
Implement Incéntive Mechanisps.

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

In the Matter of the Application of
Southern California Edison Company
{U 338-B) for an Ex Parte Order
Authorizing Expenses, Implementation
of Incentive and Performance :
Mechanisms, and Revision of Rates.

Application 90-04-036
(Filed April 24, 1990)

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

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

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

Application 90-04-041
(Filed April 25, 1990)
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- This decision approves . nearly all. terms LoJ the EEER R AR

settléments proposed:tod usiin,Application- (A, )090f94‘03A‘0f San

Diego Gas'&- Eleétric Companyi(SDG&E),:A:90:04-036 of Southern..., -,

California Edlsdﬁ Companyi(SCE)}'AxQO 04 037 of Southern California

Company (PG&E)

the economié¢’ and envrronmental benefits Of expandéq“and revrtalrzed
energy efficiency programs focused on: the customer, side, of the
utility meter,:referred to as demand side management (DSM)
programs. Utility: shareholders WLll share in these beneflts,
through innovative incentive/penalty mechanisms désigned to provide
financial incentives for the’ utlllties to vigorously and-
efficiently manage these progfams. !" o ;

Our deoisron makes a few mlnor modlfications to the
settlements 1n order to proVrde a m1n1mum leVel of comparabrlrty
and uniformlty in the measure of program cost- effectlveness, and
the adminrstratlon and revlew of the ptograms. Parties will be
afforded the opportunlty to comments on these modrficatlons before
we issue our final decision on the applications: 7

1. Backgfound and Procediral History

A. En Banc¢ and Collabofative

These four applications mark the culmination of a process
begun in Decision (D.) 89-05-067 in our '3Rs"pfocéedlng
(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

s
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of utility resources, partidhlarly’&léctiic utility resources.
Denmand-side programs focus on the customer side of the utility
metér and have included programs for léad management and energy
efficiency, among others. The focus of the applications before us
in these applicdtions is’6n DSM eneray efficiency : programs.

152 1CPhéT importancé: of 'DSM éneryy eéfficiency -and:the ineedifor:
recons1defiﬂg ‘our DSM polidiés. wéré'laid out in D:89-05-0671: uyw‘

CinolifodigijéTessdential that utilitiés have enough-: :-
glfjﬁg,capac1ty to, meet the needs of.. thelr customers.” .
But in recent times, bu11d1ng heéew genéréting AR
3*“f‘1*' *plénts*has*béen fraught’ with problems;: iand. .25}
foaxiiniusthese problems have, hlghllghted the advantages
. of avoiding or postponlng capaCLty ‘ddditions.” "
“id TAs"we noted: in'Di88-03-008 (p. 16), adding:newiiio yoqnone
?eneratlng resources using current technologles s
S usually moré expénsive and détrimental to ~ ¢ Y .
 thé hatural environment than relying on - -
ex15t1ng resources. ...

"We' have long béen aware of the benefits-of-
conservation and load management.
Environmental benefits includée less air and
‘water  pollution and reduced production of .
4. -hazardous wastes. By lowering the need for
generation from plants fired by 6il and gas,’
- conservation helps moderate .the demand' for and. .
;i:-prices of these fuels. . To the extent that L
. cost- effectlve demand-side management allows a "
1 T iutility to avoid or defer construction of: a new ’
generatlng plant, there are several assocliated
benefits. As a general matter, ‘avoiding such -
additions to rate base helps keep rates down.
If a.utility does not need to build a new
genefating plant, it also déés not need the
capital for construction of the plant, and it
avoids incurring the increased financing costs
associated with issuing new debt or offering
‘new shares of stocK. Demand-side management,
by reducing the uncertainty associated with
demand forecasts, also helps utilities and
‘regulators in making difficult planning
..decisions,

“In recent years, we have maintained fairly
constant budgets for conservation and load
management for our utilities, because excess
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fan pataccdpaoitycand lowieil and:gasiprices;limited theq:.. .bhan-ab

cahia o pnoCQSt-effective options.  But now several & ..

Foinebime s Polinstdnces T suggest that™a moréUaggressive i infnyon wurd
o{ démand=side! management:program.may be;: : ;| -4
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{£) ®Bxcess:genérating capacity has diminished.: cIn - (yi 713
recent months, environmental problems that are’ " =
afféctéd by fossil-fueléd genération have ‘come -
to the forefront, including air;pollution.in; ..

i nthe Los Angeles Basin and the ‘greenhouse
U bettéEt, ¢ predicted to' Yesult’ froém incredseéd
e onoiatmospheric. levels of carbon dioxided o noiv:qo Yo apas
.\, ...;.Conservation can make a contribution toward =~ =
CEIr T peducing these’ problems.’ ‘In’ addition, théré: - Uinoneiod
- i has-been: increasing if.belated concern about;. .: 550y
... this country’s trade deficit with other nations
: "and the underiying proéblemi of thé =~ =~ 7L vl bieye
4 juincompetitiveness: of American:businesses and
industries. Using electricity efficiently
lowers costs and hélps California industries
~ic:f and:businesses compéte successfully against .. . -
. ... foreign and domestic rivals. Load management
" “ hélps control utilities’ costs and rates by
SN using existing generating plants more -
:....: efficiently. : :

i+;:{ "Furthermore, the conditions that led us to.  :.: .. ..i o
adopt flat demand-side management budgets for
the last few years--a policy cdalled *staying
the course"--need to be reexamined. Much of =
... the justification for this policy came out of a L
' time of ‘relativeély chéap fossil fuel pricesj Caraerrie
lower fuel prices made it more difficult for
demand-side management programs to meet tests
" of cost-effectiveness. Now, however, the fuel
market has gradually tightened. . In addition, ..
_advances in demand-side management technologies
in recent yéars may have lowéred costs. The o
time is ripe for reconsidering our policy.

*We al1s0 note that other states have developed
..-some novel and imaginative approaches to - .
.demand-side management. We want to evaluate
“"thdse approaches and see if they are
appropriate for California.” :

“In the notice of the en banc hearing, the Commission '’ -
sought & broad range of comment on theé ceéntral ‘question’6f how: ‘!
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‘démand-side" iprograms ! should;fit-into utility resourées planning and
how regulation. can’éﬁcqurage desirablulinvestnéﬁﬁsiin demand -side
resources. The noticé identified: séveraingoaIS)that must be
balanced in choosing a course of action on DSM:’ (l) "éé6Romic
efficiency,”(2) minimizing énérgy bills for‘all customers, (3) rate
stability, (4)- maintaining utilityifinancial hé%lth, ‘and’

(5) contributing: to societal goals: SEI oo nssh(:

The en. banc hearing on July 20 1989'”éliéited ‘a wide
range of opinzon and- participants from a broad cross section of
interests. At, the hearing, tﬁe 1dea took root for a collabOrative
process in which utilities ‘and: other! interested parties would work
together to find mutually acceptable ways to 1mprové and strengthen
demand-side programs for: the California energy utilities .and bring
the results of their work back to the Commission.i TH’ .
collaborative working group, a: broad based group: of stakeholders
and observers,,met over a course of five months. The,gollaborative
group produced and préesénted at :a January 1990 Commrssron meeting a
document entitled An Energy Efficiency Blueprint ‘for california
(Blueprint), which reported the: results of 1ts labors, 1nclud1ng
proposals for future action.fjfg- _ _ S

The collaborat1Ve stakeholders 1ncluded the four major
California energy utilities, the California Enefgy CommisSion {CEC)
and our Division of Ratepayer AdVOcates (DRA), ‘as well- as
participants identified as representing environmentalists,
residential ratepayers, commercial ‘ratepayers, 'low income
ratepayers, industrial ratepayers, California State agencies,
agriculture, enérgy service companies, and independent ‘energy
producers. The collaborative observers included legislative
representatives, thé South Coast Alir Quality- Hanagement District,
and several enérgy consulting’ firms.p Thé ‘¢ollaborative was also
assisted by the Commission’s ‘Strategic Planning Divrsion. The
collaborative group agreed that PG&E, SDG&E, SCE and SoCal would
prepare and file applications—in March 1990, for exéanded DSM




A

A.90-04-034 et al, ALJ/CLM/fs 2ANIONLIA L In

eath individualiutllityjinJthenBlueQrint.fnnun;shgu
B./ {Applications:and:Séttlements;: :: 3 yiul bae (3¢ ansl o zoiioin

{rroThéapplications:before:us, in this:donsolidatedi: . povy
proceéding aré:those :promisediby.the Blueprint.: These four;. st
applications: for expansioniof conservation programs;were filed:in,;
late:Aprilh1990i; SDG&EBifiled itsapplication:on April-19; and:the;
applicationi was not:protésteéd: :PG&E’andjSoGalsfiled:their -ive oo
applications on April 25. SoCal’s application was not protested,-:
A protest/to’' PGaE’s applicationiwas: filed by: App-Techj-. Inc. on
May:31;:1990, and PG&E:filéd a responsé;to the protest:June 13.:- .=
SCE’ filedi-its application on April 24 A protest to:SCE’s {5 fiis
application was: filéd:on May -24' by Transphase Systems, Inc.:- Pa
(Transphase), and a sécond protest: was’ filed:May 25 by the Nat10nal
Association of Energy Service Companies (NAESC}. - SCE;responded to.
both protests on:June 12,1990, - SCE filed:an amendment’ to its  /: .
application in partial:compliance with-Rule 23(b) and (c) on
Augusti13, <1990 ro s v Dl e ey .

i & A prehearing conference was:held on the consolldated
applications on -June 15, 1990..- Appearances from a wide variety of:
interested parties were entered at:that time.:' At. the prehearing- ;
conference 'the Adninistrative Law Judge. (ALJ) ordered the filingtof
additional information by thé dpplicants ‘and by the Natural - i
Resources Defense Council ‘(NRDC). in order to supplement .the record.
The information required from the utilities consisted of a side-by-
side comparison of thé: proposals of. the four applicants and ;- ‘.
separateé - information from each applicant on past DSM expenditures,
theé ‘currently authorized DSM program, and the impacts of the -
proposéd programs on ratepadyers. . The information required from .
NRDC was 4 report on consérvation programs of California utilities
that had previously.béen prepared for the Commission’s :July 1989 .en
banc in the 3 Rs proceeding (I.86-10-001). 1In addition, PG&E filed

s .?fl_t_,s-.-,:s;;!e{
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atitheAf.J’s requestirelévdnt.portions-ofithe collaborative v onnoun
Blueprint. The additional.informationiwasifilediandfserved -on all,
parties on June 26, and July 6, withtcorréctions filedion Julysll,
1990. Othertparties had’10 days:to:comment on-thé;additional
information} butiiio one’did:/"iThé:additional:information has:been:
identifiéd for-:the:.reécord:as'Exhibits 1-through:9, asiset,forth in.
Appéndix A" to’ this decision:i Exhibit 1; ' which ;is the'side-by=-side’
comparisoni 6f! the’ four: proposals, is attached-as:Appendix B;to:this
decisfonivyi Fou sow o ctienileppn 00 a0 AC TEuga g st o agn
it- . Eachiof- the’ four: appllcants announced its:intention:ito, .
seek~é'settlement of its application at-the:prehearing conference ::
and held a '‘Settlémént:conférenceé pursuant to-Rule 51, :Motions: to::
adopt Settlement:Agreements -wexe filed on:June 27 by SDG&E, SoCal,
and:PG&B. ' SCE! filed 'its motion: to adopt a. Settlement Agreement on
July 2.i The' protests to.the application became moot with the
filing of the settlements,:since each' protestant joined in .the : .
settlement with: the utility. whose application it:had .protested.:. .
Each settlement was accompanied by a motion:to shorten ..-
the time ifor filing comments!on the settlements, established by
Rulé 51,4, from' 30 days to 15 days and to eliminate reply comments.
By 'ALJ ruling dated July: 6, 1990, reply comnents were eliminated,;:
but-the time for filing comments was kept at- 30 days. : Comments on
the settlénents were filed by Toward Utility .Rate Noxmalization @ ‘..
(TURN)  on' July 19, by the Federal Executive Agencies (FEA) on .
July ‘25, and by the Department of General Services (DGS) on ' ;:
July 27, 1990 S
~ ot On August 20, 1990, SoCal filed a motion for 1eave to
submit supplemental comments on the settlement of its application.
Supplémental comments were:jointly filed by SoCal and TURN on _
August '20. - 'SoCal filed revised copies.of Tables 3-A, 3-B, and 3-C
-0f 'Exhibit 1, which haveé been désignated as Exhibit 11 and are -
‘attached ‘as:Appendix C. Tene i N
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G programs
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in 1990, and 1991 and to spend up to $25 5 m11110n annually to fund
L ! REBUER
new DSM programs, whlch are_ incremental to those authorlzed 1n the
+f Hfyoryd

1989 general rate case decision for SDG&E (D 88 09 063) TQe L
program. is expected to cause a rate 1ncrease of 2. 6%'and would

increasée SDG&E’s currently authorlzed DSM expendlfures by nearly
150%. (Table. .. Appendlx B. ) The new programs focus on T
residential and small commercial customers,xlncludlng new

U LiER Barirn

RICRN

construction and eff1c1ent appllances, as, well as dlre,t aSSLStance
for low-lncome customers.lu,rwa~-~~ e e

SDG&E also proposes three new shafeholder 1ncent1ve/
penalty mechanlsms, which are to. be separate from the penalty/
reward mechanlsm aiready establlshed by D. 83 09+ 063 for DSM
exPendltufes authorlzed in the GRC:’ SDG&E lntends ‘to propose a
unified DSM program and incentlve mechanism in its niodified
attrition appllcation for 1992, to be - filed in March 1991,

Under SDG&E's proposal for reséurce programs and new
construction lightlng programs the utllity receives an incentive
payment of 13.5% of the net sé#ings produded by ‘the program,
subject to a° pénalty for failure to meet minimum performance
targets, adjusted by a costiminimization ‘elémént. - For other
commercial new construction programs, the ubility incentive would

ram savings. ' For thé ‘diréct assistance
program, the incentive ‘paymént to SDG&E would be 5% of
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expenditures, sub]ect to a minimum performance requirement. Ro
) 1941 0 I0n9Y (e

inceéent ve? are proposed for education"customer aﬁareness, tests,
DG nOiJor 26t o

and measurement. The £6ta1" hnnual naxlmum incéntive“pafﬁent wouid?
‘be $2.5 million in 1990 and $5 millfon in’1991 'for' &1l Hek' 72111

programs. Penalties are assessed for performance that falls below

SN N CHER TR Yriq TN N 2 S 3 1 LY
the minimum lévels., 0 : S

SDG&E requests the establishment of Electric and Gas
Efficiency Balancing Accounts to record the program expendltures as

well as rewards and penalties. The expected Fatd inétedses kould
IDO

ge requeste 2iater, and would be amortized in rdtés ovér’three
JEEY O wilsg

years.. SDGSE ‘Would first request a'raté incréage” for “this®pdh: !

i3 ook rﬂ ru. 1

program in its 1§91 ECAC and ACAP appllcatlons.'” LTSy Hd

ol

2. The sncss Settlement

HURREES N

y The proposed settlement of SDG&E's applicatlon was
entered 1nto by SDG&E “CEC, DRA, NRDC, TURN, and ocs. “fhe
substant1Ve agreements (llsted as 1tems 2 through 8 1n thef
settlement) are as folloNs*

sy i g 477 [
1. 'Generally, [SDG&B's] appllcat1on presents ‘a
consensus view of the programs, funding .-
,;levels, .and incentive mechanlsms, reached
during the collaborative meetings and
i ‘subsequent discussions. Since the filing
..,,of the application, sone part1es to this
"agreement have continued to reéfine certain .
-features of the ’Measurement Plan’ proposed ' (i :
in the application. These refinements are
‘set 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. ‘
.Accordingly, -the parties to this agreement
‘hereby stipulate and agree that SDG&E's
.- Application No. 90-04-034, as modified by
.. Appendices 1 through 4 should be approved.

*The -new programs proposed in the .
.application (described in Attachments J and
K of the application) and the budgéets for

- thesé prégrams (described in Attachment I
thereof) are just and reasonable. The
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Commission should authorize the
implémentation :of ‘these programs:and:o:
recovery in rates of the associated. ..
- expenses up to an annual maximum of
2:$25;400,000,-in71990: dollars, :for;the ;years
“;n199036nd 1991, recovery to occgur -in the
Jro-manner desoribed -in-Seotions 11, 111, :and
JIX:z0f:-the application:: The: Eledtria..
Efficiency Balancing Account (EEBA) : and Gas
~rEfficiency Balancing:Account: GRBBA) , ¢
;i désoribed in.the:application;should be
1restab115hed ‘to.:track program expenses and
<'3:tofacilitate rate recovery.! RS
3. "The new programs described in the
tii-application are - intended:to be implemented
in due -course: following:Commission -
z=:raunthorization of the:programs .and - the :
nrequested rate recovery, and shall continue
ninieffect through the end .of 1991, -The
effect' on minimum performance. requlrements
‘ofia delay in Commission authorlzatlon is
'#set forth in Appendix 4"' : o
4. *'The 1ncentive nechanlsms descrlbed in'.
Attachnment L:of the application are . ;
i1 appropriate and reasonable. : The Commission
> should. authorize SDG&E to: lmplement the
mechanisms and, through the EEBA and GEBA
- balancing accounts, to reflect.in rates all
shareholders penalties/rewards resulting
i from the mechanisms in accordance with the
méchanisms' terms.
5“""In the appllcatlon SDG&E proposes that the
EEBA and GEBA balances and forecasted
future program expeénses be recovered
through rates adopted coincident with
SDG&E’s annual ECAC (for electric rates)
and ACAP (for gas rates) decisions
beginning with the ECAC decision scheduled
. to be issued May 1, 1991. 1In the
"alternative, SDG&E proposes to réeflect in
- ¢ :rates the increased revenue requirement
[ _z_requested by the application, coincident
" with the application’s approval. 1In the’
interest of rate stability, the parties
urge the Commission to adopt SDG&E’s
" primary proposal for rate recovery by
- authorizing SDG4E to recover the EEBA and
GEBA balances, together with forecasted
future expenses, through rates adopted
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001n01dent ‘with SDG&E'svfuture ECAGfand
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6/"Attachient .M .tdithe? application descfibes

_ SDdsEis-plan for- measuringthé performance

vi'of 1€8 propésed: programs.a ‘This! measurement
plan; tinoliding itscvariodus -assumptions,

Bt estimétes, and-proéocéduresi{is reasonable
and, (¢ith! the ‘additions "and ‘modifications
sét férth-in Appendices ‘1 -and 2, ‘$hould be

"adopted ‘by the ' Commission as theimeans of
measuring the: future performancé of SDG&E’s
proposed programs.

o Gyt
edphen impleméntétLOn ot the new programs and
performancé criteria sSpecified:-in-the.
application and this agreement- nece551tates

#1i 4 ¢hange ‘to the.present method of funding

conservatxoﬁ payments made in connection
‘Currently, the

-/coSts of ‘conservation 1tems offéred in-lieu
of a rate discount- to customers’ considerlng
bypass come out of the utility’s existing
DSM budget, ‘until that budget: is ekxhaiusted
(see D.89-05-{067}, p. 7} Di90-05-030,"

2): - This approach is incompatible with

thé prOposed new ptbgrams and: performance

. “i¢ritériai Thé parties agree that the

tiH Commission; in its decision adopting this
\-agreément, should change this funding: .
‘méthod by statingt 'No funds authorized in
.SDG&E ‘s last general rate:case shall be
used for purposes of funding Conservation
‘ payménts in connection with an EAD/Special-
Contract. Instead, dire¢t costs of the
conservation items shall be booked and
recovered in the same manner as rate -
discounts.’”

.

3. Comments on the SDGEE Settlément

FEA filed comments expressing a general concern that the
contemplated programs should be régarded as experimental and as

research and EhéE_DSﬁ'prdgrams not be further expanded without the
opportunity for ‘all interested parties to analyze the results of

the measurement . and evaluation’ prégrams. FEA éxpreésed particular

concern with the implementation of utility shareholder incentives,
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stétiﬂérthatﬂthe*féCOrd=oontains-no»argument«or~evidenceitO §upport

programs and.conduct;research that is. a part!of_1t§Lbasio}utjljty”,
obligation{ch FEA-points.out:that the.collaborative.simply assumed
the need foishareholder:incentives.and.argues:that:there should,be
a>full-and:complete airing.of: the conceptual:basis,for. shareholde;i
incentivés and-thé benefits: and drawbacks. of.éach proposed sy - i
shareholder! incentivé mechanism.: - FEA notes that,. unlike:; the other
three:séttlements,: SDGLE’s: does not-specifically provide. for,aq (. {
review of:.the:shareholder»-l,n'zc_ent:l.vga»rvngach::uulgsms»,_a,t;gth,e_ie‘nciAgzofh_,19w9_;2,,s
and recommends -that such ‘a  review be conducted. for- SDG&E.;  FEA does
not, : however,. oppose the adoption of the settlement. Instead FEA .
séeks: dssurance from the Commission that full. and complete. ,-.: ;.
evidentiary hearings will be held prior to extension of any of -
thése mechanisns;. or 1mp1ementat10n of any new incentive.
mechanlsms.uu. . o - . R e .
) 7 DBS filed comments-in support of all four settlements and
atttlbutes this support to agreements it has reached with each of
the four utilities to work together on-.enhancing energy efficiency
in State facilities. DGS does express ‘concern that the proposed .
programs ‘for cémmercial and industrial customers are still
insufficient,: that the money should be used to fund actual projects
and not simply contacts or marketing pitches to customers, that the
Commission should requireé utilities to provide billing data to any
jnterested custémer at no cost, and that:programs should be
developed for non-core gas customérs, -
B. SCE '

1. SCR's ApplicatLOn

SCE requests authority to increase its DSH conservation
expénditures by $30 million annually in 1990 and 1991 to fund an
expansion of existing DSM energy efficiency programs and a new:
résidential ‘DSM program. This would be nearly a 50% inorease in
DSX expenditures for SCE. With the five-year amortization proposed
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by SCB; this translatesiintorasratesincrease of>abouti0i09% foricin
1990 And 0i14% for'il991 and: rate:decreases:iof 0:102%>in 1992,:0:01%
int1994:70203% 14071995, and 0.08%' 410’ 1996 (Exh.i:3;-Table 3+) inouq
Brmzns gOR'alsd” proposes’ arcost-efféctiveness methodologyjsar 4o .
béff&fhéhce~méchénism,rand:a'shareholderslncenbive/pénalty foooag add
proposdl;sbased on’ anfamortization: approach : Under: SCE!s:proposed-
incentive/penalty mechanism)  séme DSM: program: cdstsiwould:be: ;i
amdbrtized- in'rates ovér a five-year periodi: The unamortized: ! .-
balance;" termed a: "DSM asset,” would earn the utility’s-authorized:
rate’ of retarn.i! Under: SCE’s proposal;, $26.1:million ofithe: .7 q
additibnal $30 nilYion ini1990 and 1991 would: be' subject: to>::+ i;is
anortization. An'additional! $15.0 million of: the $37.2.million of.
similar conservation expenditures which were authorized. in:the 1988
SCE general rate case (GRC) would:be removed from base’ rates and .-
amortized over five years.. $17.8 million of: the previously-
authorized $37.2 million, plus $3.9 million of the annual - : - .
‘additional $30.0 million would be expensed and would be subject to
a cost ‘plus 5% ‘incentive:payment. The remaining $4.4 million of: ..
thé $37.2 million previously: authorized would continue to be.: -
expensed and ‘Would not be eligible for:an incentive., ": =% .t~
' SCE*'s proposed performancé mechanism would assess a (oo
‘pénalty for failure to Achieve 4 ‘specified performance level '3
‘through forféiture of a portion of the earnings that would '
otherwise be realized on the unamortized DSM balance. :- Pl
SCE réquests a decrease to ‘its Authorized Level of Base :
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
increéased by $8,539,000 effective for service rendered on or after -
January ‘1, 1991, SCE alsoé propodses -that thé ALBRR under the:ERAM -
be inéreased efféctive for service.rendered on or after. January-1,,
1991 to refléct thé $7,398,000 net effect of the July ‘1;.1990 and .
January 1, 1991, authorized révenue changes. &
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2. The SCE;Settleément 2 ::5:i: =atata da--5l3iaz o3¢
Biotgebs -SCR-filed a settlement -in.which DRA,-CECG,NRDG, i1 el
Transphdse, NAESC, -TURN; DGS;, - dnd Cal=Neva ;joined,:. The.settlement ;
contains no summary or listing of its agreements that can be. .. i1
displayed here; since-it- consists primarily -of voluminous
attachments that “ade ‘Yéfévendédd But' not sumﬂafifed 1n the the text
of the settlément, together with some spegific agreements that are
contained in the’tegt of the settleméntff At thé request ‘of the
ALJ, SCE produced by: létter dated August 13,,1990, an index to the

attachments, 1dentifying sone as duplicating portions of the

application, . and still othér attachﬂeﬁts proV1de ‘new information.
In order to preserve this information, the index has ‘been
identified as Exhibit 10 for the récord of this précéeding.
However, even with the: indeX the settlement fails to identify or
explain each of the spe01fic changes made to thé application.

SCE - and .the:other: parties to this: settlement are put on
notice that we expect bettér than this in the preséntation of
settlements to this Commission. At a minimum, & settlement should
. clearly lay out thé substancé of the agreeménts reached by the
parties and the effect of those agreements Oon- the positions
previously taken by parties to the proceéding (which would in this
case be the’ effect of thexproposals on the application) The
confusion &réateéd by the disofganized type of séttlement presented
to us here unnecessarily increases the time it takes to review the
settlement. It also increases the risk that the settlement will be
rejected for lack of- clarity, mlsunderstood, or interpreted
contrary to the 1ntent of the settling parties, and parties should
require no further spur to clearly laying out their agreement.
Were this settlement not part of a consolidated proceeding with
three other utilities and were we not committed to expeditious
action on these applications to revitalize DSM programs, it would
have been sent back to ‘the parties for clarification.

P
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The settlement states that SCE’s application:as’ .<
clarified dmended Or -ddded "to" by ithe settlement ishoild ‘be adopted.
THE “¢hief aqréemenfs ‘inithe SCE: settlement nayibe sunnarizedsas i
follo“sg A I ey B B € A A O 0 T T  SURIR IV ICI I SR RS P N 20116 oD

1

1i-iThe ‘proposed ‘éonservation: program iz o hayeiqaib
dmot odr i expenditures. set forth in the appllcation ey

o gt should be adopted _ Bl don 1hs
£16 Fadd zdan o s R RS T RN FENCLOR S O

s e ;;;SCE w111 expand 1ts low income energy .,

o eff1c1ency programs; will w#érk with-a '~
Dot pirectiAssistance Program committee on i

1 these programs; . .will set low 1ncome

weathérization program goals for” 1691 d{th"
th&CEC,; DRA;vand Cal-Nevaj}.and 'willi: i  no

- ;request -an.additional $2 milllon -pex year
'for ‘weatherization and $43 million ‘pey’ Yeaf
forilow-incomé appliance: rébatés in its .

.next general rate case appllcatlon.}>vf

e f)[

:'Thé sharéholder’ incentivefpenalty mechanism:
,,,;3,proposed by SCE’s_ application should be .
révised to includeé a performanceé mechanlsm o
that pénalizés SCE for failuré:to:achieve:
- j-mininum levels of performance for each
energy eff1c1ency program 'by which SCE
e rigéduldiearn a:return: The' settlement:!
.t n-includes goals and minimum levels of
‘performance for each program and -
T illustrative examples of performance EO R R
.. penalty calculatlons. SCE "will file an
advice letter contalnlng updated prégram
goals within’ five days of theiactual date" oy
of a Commission decision on the settlement, o
if ghat dec151on is later than Juiy 1, T
11990, o . IS I

' The agreed-to eXpenditure levels and
" performance targets "shall be revised on a
_prorated basis to reflect the effective
date of the decision” in this proceeding if
- it becomes effective after July 1, 1990.
. "The Authorized Level of Base Rate Revenue
under the ERAM shall also be revised to -
" ‘'Yeflect (these] revisions..:."” [The - .
settlement does not specify the
relationship between this agreement’ and the’
agreement that SCE will file an advice : .
letter containing updated program goals
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dacoral dad M add o aiaossol
within five days of the Commission )
2¢8didion/‘deséribed inthe préceedin*“3 o

Paragraph J o oovsie tLAL 0L anrdnel nF bastascowe 916

TCE will unddrtake "an &ilphiidéd méasurement”
splan_-and; fund;special-statewide- reseaxch, [ (i jantadua
projécts on DSM measurement and evaluation s
in connection with CEC and DRA. AL

The Commission should adopt the followé g
procedures for ratemaking“fé¥’conservation’
paymentsas part of-.an EAD/Special.,.. 1.:

:Contractt ‘>‘: . ) . . .
RisSS: T S AT RN S IENCS IR e R A A R AL

MY

i*No. Consérvation, Load Hanagement funds
authorized. in. Edlson s 1988 Test Year
’“Géneral Rate“Case, D:87-121066, 6r by thé

inoCommission’s Decision.in: Applicatlon No.

. 30-04-036 should be used for purposes of
fﬂnding consérvation payments’as partiof
zzSpé01al Contract . Appllcatlons related to ;. ..;;
.uneconomic bypass mitigation. Such .
‘récorded Conservation-Load Managémént * 7' ¢

: hrexpensesi related to Special: Contract .

; Appllcatlons shall be recorded in, the
Eléctric Révénue Adjustment:Mechanism’
Balancing Account on a monthly basis and

.. shall be reviewed concurrently with the

* Commission’s reasonabléness’ review of the

1 Special Contract Application.*

“W(R)événué allécatioh and rate design
{7 .. matters associated -with Edison’s . . bl
_Application {will) be addressed through the o
“course of currently schéduled pioceedings' ™ =7 FTulbiy
-+ +in Edison’s. Energy Cost Adjustment Clause .- : ;. ...,
. Application for a January 1, 1991 Revision .
Daté (A.90-06-001)...~

,'[T]he ratemaklng treatment described in the

' 'préceding paragraph shall become effective

. ¢oincident with the effective date of the
tariffs filed pursuant to the commission’s
‘order” in this proceeding.”  Such tariffs

-shall become effective on five days*’
notice."
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3. Comments on the SCE Scttlement ‘
1 £y
The commepts filed by,,DG;:‘.Oia‘Tb Eo%é‘gf this settlement —
are summarized in Section III A.3 above, [ .dgnronsedg

The. comments filed by FEA .on this, se;tlemént are
substantiallyigdentxcal to’ those summar1zed11n SeqbiOn II1.A.3
above. T
Cc. Socal e L .

1. SoCai sﬁgppllcatlon pif!fj SR ;. SHE

T R S I >u

and revision of many programs authorized in thé' dECLSion on the
1990 SoCal general raté case dec151on, 0590 01 016.w The scope of ,
ratepayers. SOme of the indlvidual programs ére desxgned to
encourage the’ achlevement of greater energy eff1c1enc1es in the
construction of new cOmmerc1al and resident1a1 buildLngs, including
single family re31dences.' Other 1nd1v1dual programs ‘are intended
to encourage the retrOfittlng of- existing buxldings and the
replacement of exlstlng appllances to achieve greater energy
efficiency. f-:"r.f BN ~,-;~,%.>:=:; Doy e :;_-.;--,;;:‘e ’ .

SoCal requests the authorlty to’ expand some of the
individual DSM programs to 200% of. their planned leveéls, on the
condition that the goals of that particular program are being
exceeded. This flex1b111ty is intended to help ensure that cost
effective conservation opportunlties are promptly céptured and to
prevent the disruption of: successful programs by stopping and
restarting these programs. At the maximun’ leVel of 200% of planned
expenses for those programs, SoCal proposes that maximum program
expenses of $14 3 million be authorized for 1990, $30 1 million be
authorized for 1991 and an additional $30 1 million be authorized
for 1992, These programs expenses inciude the maximun cost of
these programs, including 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 B
in 1990, and $14.6 nillion for 1991 and $14.6 million for 1992,

- 17 -
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SoCalﬂproposes that), program:expenses . ineurred betyeen,the
dateiof sCommissioniapproval:and: October -1, 1990, (i.e.,‘prior to;the
1990 ACAP-period): should:be' recorded. in an:interest bearing .., ;..
balancing account. These expe,r‘nses,,;tr.o'ge,t:gher;\pf.__i‘t;b_}_th_t;’ar_aplrggg:;;lm,____,i‘},).,;,‘§
expenses>forithe:1990 ACAP period.would,then be.recovered through
rates established:in:the: 1990 ACAP.... SoCal.proposes.that the level.
ofrexpénsesi authorfized by the:Commission: in. this, proceeding.be;, ..
allocated ih‘the~ACAP’to?allscpreicustomer,pla§§e§;onjen;equalﬁ,;og
‘cents-per=thexrm basisi i, RN PPl apawavs sy (L4 Gidredn o

SoCal- proposes three separate shareholder incentive/;
penalty mechanisms that: it believes will reward efficient ,, . . v
management of these programs and penalize inefficiency. or fallure};
to achieve the program goals. For programs categorized as
"resoufce programs,” SoCal proposes what it terms a.variable rate
of reéturn: concept,: under which it would earn 16.6% 0f. the progranm.,.
cost; .provided that.actual program cost does not exceed planned;,.
program cost and:the planned number of units axe installed. Under,
this incentive ‘structure, -SoCal will break even' for .each program if
the program-reaches 70% .to 80% of planned goals, and:for every.
dollar that progrdm costs éxceed planned costs,stheishareholder;:;
incentive ‘is reduced by a dollar. - In addition, SoCal would receive
16 .6% -of the planned unit variable cost for every-unit installed.
over the program planned goal. :-SoCal seeks a two-waf:halancingﬁn
account for resource program funds and authorization to spend up to
200% of planned program expenditures. , S : : N

Thé two other shareholder 1ncentive/penalty mechanLSms
take cost-plus approaches.: 'For new constructioﬁ ‘programs, SoCal
proposes to éarn-12% of the cost of the program, provided that
two-thirds of planned program goals are mét. This program includes
some non-cost-effective elements intended to test market acceptance
of highly efficient appliances and encourage manufacturers to
increase preduction ‘levels and reduce unit’ costs and to make these
programs cost’ effectivé in the long térm."SoCal asks for an
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ifdentivé8£ 5% ofprogramicostsr foridiséretionaryDireot
Addistancd Progran! méadhres and:Energy:Sérvices:Prograis;oprovideds
that twoZthirdsd (o6r170%: for cértain residéntialiweadtherization oeel
prograns )i 3fithd prégram: §éals’ are meti= <noi- L iarodss paionsfad
oo all pate- increades” dre proposed to fund thése DSM:programs xo
a5?wel1 48 €hé'shareholder  incentivVes. " The projected: révenue zoiss
requirémént increase’ nécéssitated: by’ SoCal’s proposals:is:0:.17%. for
1990,§0?38%1for*19917l0=44%~for:1992;;aha‘0;13%<f0r»1993; adar s lin
(Exhibit 5.) The average bill impacts would be similar;!well under
one-half: &f dhe perceht: for each year.-:The 1991 program:
expenditurés: Wohld: représent about an -18% ‘increase: overi SoCal’s:::.
curténtly authorizZed DSM e¥penditures. i . ol o e cnens
2. * The' §oCal® Settlement : ¢ . (i oo o i ot
- Phe "settlement proposed by SoCal: for adoptlon by the
Conmission was agreed to by DRA, CEC, NRDC, :A&C Enercom, Cal- Neva,J
and ‘California Energy Coalition. ~The settlement is conditioned on.
eithér Cémmission approval prior to August:1, 1990:or. the granting:
‘of ‘an’ ‘Optioh to SoCal: "to:proportionately .reduce incremental -
program ekxpénditures ‘and program goals to. the ‘extent that .
attainmeént of those -goals is jedpardized by the delay:™ - |
o " The séttling parties agree that SoCal’s application::
*should be ‘approvéd in its entirety.® - Howéver, the settlement,also
agréés to ‘changés to theé Measurement 4dnd Evaluation:program.set-. .
“forth in the application. The settlément summarizés the. specific .
points of agreement as followst - : o B R R S EUEE S SR

*). Additional annual expenditures of $7. 484
- million should be authorized for 1990 .
_ ‘[subject to reduction if the application is
- -not decidéd by August 1, 1990) and $14.575:
. million per year (in constant 1990 dollars).
should be authorized for béth 1991 aﬁd )
©-1992; a

SoCalGas should be authorizéd to expand

" cértain of the DSM programs up-to 200% of
their planned size, on the condition that
the programs’ goals aré being exceedeéd;
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*3yniSoC4alGas:should-be; permitted -an;opportynity
Honto.earn-financial~incentivespfori gy
iefficiently.managing.the DSMiprogramsj;

*4, The mechanisms;presentédjiﬁ:5,90305:937 for;
calculatingiand awarding:financial; ....v
.incentives ishould bé adopted;: -:iq: .4

"5, Program:expenses incurred prior to :.igc i3
;.Octobér il 1990;(i.ez,gpriox[tpﬁtheliégo ’
ACAP period)ishould be:recorded: in,an;.
interest :bearing:balancing account}...
vl chofgebon s Loevovenrs 3 bl yodeads
*6. Anticipated program expenses: for .the. 1990
ACAP period (October 1, 1990 through
September 30,:1991),:any:amounts; recorded ,,
... ,...in.the balancing account, and an adjustment
"’“””‘td‘éctéuhtsfér’?ﬁcrééééd’fraﬁéhiSé’féesiéﬂd
<17 ~syuncolleéctible: expense (F&U) should be . ..::;
... recovered in rates established in the 1930
L ._ACAP} [ WO T . [ 3 !’:%i'z

207

iy o -l .

I N T S R ST L A ST e T g vy st
.. .t7.  The Measurement and Evaluation budget
"'~ “"preséntéd’ in the application should be RN NV
increased by . 1% ($46,080) to account-for, . r-...:-;¢ ...

v

. .....the funds to be retained to assist the CPUC
e ih déveloping an independent review o v T

i .15 o capability. i These -amounts should be . ;... ...
. ..:,....charged, to, the balancing account and should
‘U Be 'recovered in rates established in the
i ACAPY i i o

48, ' 'The expenses of the DSM projécts, including
any incentives, payments, interest ...
. ... expenses, or any other expenses resulting
"~ 'frém the DSM projects should be allocated
indthe ACAP to all core customer classes} .
an _

*9, fThe achievement of financial incentives .. . . . ..
... will be determined by the Comnissidén in the
""" ACAP on the basis of SoCalGas’ annual DSM™ "

. . - report which will be submitted as an . ;, .. .
exhibit in SoCalGas‘’ ACAP. The report will
be filed on March 31 and will detail the '°
successes of the:DSM programs for. the prior
. year.  Any financlial incentives which are
* ' détérmined t6 have been earned in the prior
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ivjéariwillsbécrédordedeini ther DSHrbalanéingL
account ‘and-will:be-dedméd to ihaveraccrued
interest ginceé Januarysist of Ithat y@ar;.

*107° Those:- prov1316ns :relating - toithe::: wide -
Measurément:Plans:that-aker detailéd AR
Appendix A:toithis Séttlemént: ‘Agréement.

“[11. _The] speclfic élements of- ‘the- proposals L
“presentediin Ai90-04-037;°as détailed:in
thé- affidavits of John Ki:Pétérson and-
Georgé 'E.-'Davis; and in the attachments
‘_thereto,‘should be approved and adopted by
“the: Commission. LRI ‘- LR SR S
' LR A A )‘ Biee g “‘;a

3. Conments on: the SoCal Settlement T‘Giﬂ;:‘L

TURN 1n1t1aily flled comments }‘posinq thé 'settlement of
SoCal’s appllcatlon,_citing four specific Ob]ectlons to the
proposal. First, TURN argued, “the sharehoidér 1ncent1ve levels of
16.6% are too hlgh for résource programs. TURN argued that the
16.6% return is not a reasonable return to earn On funds prov1ded
exclusively by ratepayers, because the rate ‘of. return was
established to compensate SoCal's sharehoiders for investment.

TURN contrasted SoCal 'S proposal W1th SCE s, whlch also sets the

rrrrrrrrrrr

the resource programs wlth shareholder funds rather than ratepayer
funds. TURN :proposed that SoCal's resource program incentlve be
reduced to a max1mum of 12%. S T

Second TURN objected to SoCal's new construction
programs incentive, undér which SsoCal would earn 12% on every
dollar of program cost if its performance equals at least 66% of
the forecast énergy savings. TURN contrasted SoCal’s proposed 12%
cost-plus incentive with the maximum 5% cbst¥plhs'incentives
proposed by the otheér three utilities and proposed that SoCal'’s new
construction incentive be limited to 5%, L

Third, SoCal’s proposal that it be permitted to earn
interest on {ts incentive payménts beginning on 'Janvary 1 of each
year, four months before the request to receive the incentive

- 2y -
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payments :and praposeéd:calgulation of.the.payments -is-filed on
March 31, drew an objection, fron-TURN, s TURN:argueg;ithat;such a ..
proposal is-poor régulatory:policy:and potentially unlawful and
that SoCal:ishould not:be"allowed to.eaxrn interest.untilithe; . s,
Commission has had a reasonable opportunity to review the utility!s
proposed incentive calculation. TURN contrasted SoCal’s proposal ;
with PG4E's, under which PG&E would filg;its;}ﬂggp;jvg;gélcﬁ}éfion
on Narch*31}vbut"intérest‘would-not hegin to.accrue,on.: the claimed
A 2 o

reviéw: and‘evéluate the: incentive calculation. qTURprroposed that
SoCal, like PG&E, be:allowed to accrue ;nterest_f;okaquﬁl,ﬁix_ﬁ,g

Fourth, TURN opposed SoCal'’s. proposal to include a.10%; :
credit: for: . the- environmental benefits -in evaluating the cost- . ... .
effectiveness of energy efflolency programs. - This proposal.was not
agreed upon by the collaborative and is not proposed by the other
utilities. : TURN argues that the proposal properly. belongs in the
Biennial: Resource  Plan Update proceeding .(BRPU) and in the CEC'’s
Electricity Report 90 process and that deciding the issue here
would pre)udge the: results of .the BRPU..:~ R TR

- The August 20 Supplemental -Comments filed jolntly by
SoCal - and TURN explicitly resolve the first three objections ralsed
by TURN. - First, SoCal and TURN agree that the shareholder - . ,.
incentives for resource programs should be reduced from 16.6%. to :
14% . Second, they agree that the cost-plus shareholder 1ncgn§;veﬂ
for new construction programs should be reduced from 12% to 10%. ..
Third, SoCal agrees that interest on shareholder incentives should
begin to: accrie on July 1 of the year following the program . .
expenditures. Without explicitly addressing the environmental :. . .
adder issue, the supplemental comments state that these revisions
eliminate TURN’s objections to the settlement and that the original
signatories té thé settlement have been apprised of these.changes
and do not object.

- 22 - [y
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fir Lthécommehts filed by 1DGS inssdupportiofcthis settlementgsq

are §uﬁﬁ52iéédjiﬁ”SéétiﬁﬁquI;K?Sfabové.ﬂﬂiiﬁﬂidﬁ an woth (18 dueslt

bie {a7hé comméntsl filed by FEAiSnithisiséttlementare iy
substantiéll ‘{denticalitd those 'summarifed:in SectioniIIiI:A. 3 SR
abé (r R watau ity of-dannesay o b osmad g owe Pyt
D -Lialiﬂiéli{(‘ e N I e FE R Fa T3 CORALS TS WU TRCTE DU PN S STl L T
0iIn Y pGERY S APPLICAtIion T Bl TOnY dinisl velon L ovani glaier
LSRR T

" PG&E 'proposésan: éxpansion o6f its: DSM:conservation:
programs,  which it’ térms’ Customer Energy Efficiency (CEE) - ot
pfb&iéﬁE}iih '1990°and 119911’ No rate’ increase!is>sought.for. 1990;
but a $38.7 million increase ‘in electric basé-ratesiand $0.5 N FRSER
million® increase in gas rates is-refquested:to’ take. éffect
January’ 1,7 1991.7:This represents ‘less than av1% rate:increase and.
apprOXLmately a: 25% increase' in the level: of  PG&E's DSM spendlng
over’ 1990% ' S B L P SR .
st Thé“sharéholder incentiveIPEnalty mechanismlproposed_byu<
PG&E 'i5’ a shared savings approach for resoukrce programs.:: Resource:
programs are customer: energy effidiency programs that produce - .:
substantial net avoided capadity, transmission,: distribution and
energy cost savings,’ including new construction, residential
‘appliance efficiency, and energy management incentives .programs.:- :
For these programs,  PG&E proposés- td split -the net present value -of
thé program resource ‘savings, giving 85% of the savings to - ... ..:
ratepayers and 15% of the savings to shareholders. : Shareholders - :
would bé subject to‘a penalty i{f the actual and committed .
Acéomplishments under a program fall below a minimum performance :
standard established for each program. The shareholder incentive
would bé capped at 30% above the expécted shareholder incentive.
o For nonmandated customer equity and service programs, -
'PG4E ‘proposes’ that. shareholders retain 5% 6f the actual .program
expénditurés, ' Por néw demonstration projects, PG&E does not
propose sharing.
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’PG&E requested authorization to: establish ‘a balancing
account to tfack ?xpendlthres end 1ncent}yeslhnder the proposed
programs in advance of- today's’ decision.» By . Resolution {Res.)
E-3194, adopted June 20, 1990, PG&E Was author1zed to establish a
tracking account to record eXpenses lncurred in the planning and
implementation of the programs proposed in this" applicatlon. The
resolution left: open the questlon of how - muoh of the expenditures
could be rétdvired ‘ahd’ whether 1ncent1ves coﬁld be recovered on
such expenditures, 1eav1ng recovery of those items subject to
today’s dedision, !,"":_ T ‘

2. The PG&E: Settlement

The proposed settlement of PGEE'S applicatlon was eéntered
into by PG&E;‘CEC, DRA, NRDC, TURN, A&C Bnercom, and App-Tech, Inc.
The settling partles agree to PG&E's appllcatioﬁ wlth some
changes. The major substant1Ve agreements (llsted as items 2

through 8 and a modification attachment in the séttlement) are as
follows R ‘ :

1. 'Generally, [PG&E'S] épplicatlon presents a

“UE S donsensus view of the programs, funding
" lévels, and incentive mechanisms; reached

. during the collaborative meetings and

't dubsequent discussions. Since the filing
.-6f thé ‘application, somé partiés have

) continued to refiné certain features of the
‘programs and plans proposéed in the
application. Thése refinements and
clarifications are set forth '
in...Appendix 1.*

2. "The proposed new and expanded programs and
the budgets for these programs (described
‘{n Exhibit 2 of the Application) are just
“and reasonable. The Commission should
“‘duthorize the implementation of thesé
' programs and recovery in rates d¢f the
_associated expenses $137,700,000, :
©"$146,%900,000 and $152, 800 000, in 1990
dollars, for the years 1990, 1991, and
1992, respectively. These amounts will
requiré ‘expenses, in addition to those
amounts authorized in PG&E’s 1990 General

- 24 -
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and $35.1 million' 1n “1992. Redovery of’ Eﬁ‘" dnpooun

-FQd)fH‘add1tional amounts” will:occur: in: the: manner: =i aagotg
rDY P S
?hé new Electric and Gas Balancing Accountg‘ EELE -
pnitinl‘described in the application will (be i:noons patdoansd
.ot 1ao @8tablished, to. track resouxce program
expenses, any conservation expenses/”
FaotEo aggociated with! speciall electric .contracts naciinfon
o revn:s £O avoid customer bypass and to facllltate‘
o rate recovery. i
N S l‘: W ’ - TR R T e
3. 'The new and expanded programs descrlbed in
the appllcatlon are intended to be
implemented in due course-following i : .«
5 .Commission authorization of the programs--
and the requested rate recovery, and shall
= ¢dontinuve in effect through the end of 11992 i -
Any proposals to continue or change the Sy
incentive mechanism at the end of 1992 wlll'””“’
‘be "included in PG&EB‘s 1993 test yeat
. general rate case.”

vt F:‘r‘?;"ﬁ"if“«j;?fz’;:":'I

.
R

*The incentive mechanisms described in
Exhlblt 1 of the application are

" appropriate and reasonable. . The Comm1851on
‘should authorizé PG&E to implement the
‘méchanisms and, through the CEE Incentive

., :Balancing Subaccounts with the Electric and
Gas Départments’ Conservation Flnan01ng
Ad]ustment (CFA), to reflect in rates all
‘shareholder penaltles/rewards résultlng
from the mechanisms in accordancé w1th the
mechanisms’ terms."

5. "In the application and appendix, PG&E
... proposes that the lCustomer Energy
. Efficiency (CEE)) incentivé balances be
.. ¥écovered through rates adopted coincident
with PG&E’s annual ECAC (for electric’
rates) and ACAP (for gas rates) declsions
béginning with the ECAC decision stheduled
to be issued November 1, 1991. For the
increased CEE 'résource program expenses,
PG4E proposes to reflect in rates, 'as
-proposed in thé application, the inc¢reased
revenue requirement requésted by the
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*-nsapplication coincident-.with: the -annual.
Attrition:Adjustment:for implementation on
January 1, 1991- and41992,xrespect1ve1y.

6. *Bxhibit 3 tojthe,application,describes, .. .¢
el g des PGgE's plan for measurlng the performance )
nenad AR 2igI 18 proposed ' programs. This méasirément
plan, including.its various assumptions,-<i .- iz ~in
- 488t maies, and procedures, is reasonable .
- Yand; with the’ addltions and modifications®:
£.4.111 nsét -forth in:Appendix: 1, should. be; adopted |, ot
by the Commission as the means of measuring i
the future performance of PG&E’s proposed AR
programs."®

7. *In Resolutiof'E-3194"" dated June 20, 1990,
the Commission authorized PG&E to6 establish
- tracklng account to record expenses
Liﬁ urréd in the planning and lmplementatlon
IR SRS rofthe programs set forth-in the. .- ..: - .o i ne
b appllcatlon, 1nclud1ng incentive payments. L,
" " The partiés agree that PG&4E shall bé' - oo R
afs doos s oo duthorized to collect -the expenses -incurred . ... ..
A SO, q:gln planning. and implementing the programs,
O T U ineluding incéntive payments, as ‘of - - T
cox A bz June 20, 1990, subject -to the verification . - ¢ o
v i -..: - and reasonableness procedures generally
T "“"appiicéble to the programs.
R A IS RO FE R .
, 133 'The follow1ng procedures in cost account1ng$ o )
A and cost’ recovery for Consérvation Payméntsl*i=¥ Tl
17 as.- part of an EAD/Special Contract will . . .,
. applyt . ; . , . : .

i . No funds authorized in PG&E’s 1990 T
General Rate Case should be used for
purposes of funding Consérvation
Payments as part of a Special Contract,
Direct costs of the conservation items
including the conservation ‘payments and®

cer el --associated mar¥eting expenses should be .

e - booked separately.

“: i - Upon the CPUC’s approval of individual
- ~contracts, direct costs shall be recorded
and récovéred through the two-wWay '
conservation balancing account, which PG&E
has reguested in this Application.' These
costs shall not bé used to offset -
authorized expenses for energy efficiency

- 26 -
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grams;ﬁnorfshall :theyibe couritéed{against
(o thé 30:peréent expansion=limitcof: theln
T résouréer programs'lbhdgetuaf Ioyrai

3. Comments'on thefPG&E:SéttlenentJ}

f i
%% éé?tgzs settlement
are summarized in SectiOn III A.3 above: Jfauj virs T

The comments filed by FBA on this séttlement are
substantially identiéal to those summarized 1n\8ect10n IIT1.A.3
above. p

p;;:,-w.f «“fft: e e . 1

o ;IY,Q1Discussion‘;:”,”ruq

We apprec1ate the hard work and dedication of the many
participants in the collaboratLVe process, the settlement process,
and in this consolidated proceeding that led to the settlements
before usi “ The accommodation of the many: diverse interests of the
parties and the pressure to produce a workable, mutually agreeable,
and 1nnovat1Ve program in a relatively short time presented them
with a tremendous’ challenge and they rose ‘to thé ot:casa.on. These .
settlements represent creative and largely reasonable solutions to 7
the problem of how to reinvigorate ‘the' DSM'energy eff101ency
programs at the four biggést energy utilities in California. In
this decision the task now falls to us to determiné the
reasonableness 6f the settlement proposals ‘and determine whether
these proposals should be put into act10ﬂ.> o

While the programs set forth in these settlements offer a
way to quickly revitalize the DSN energy efficiency programs at the
four largest California energy utilities, the trade-off for this is
our acceptance of the judgment of thé settling parties on the
appropriateness of some - details of the settlement in the absence of
evidentiary hearings or. specific substantiation of ‘those details.
This trade-off is. inherent in many. of the settlements brought to the
Commission for consideration._ In jndging such settlements the

-2 - ®
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COmmiséibh{ﬁétalnSithe;ObligatiQnzﬁOziﬁdeP%ﬂQenE1Ym§$523§;QHdeﬂ 1o
protec¢t the publidiinterests..Parties:to a 'settlement:may.chafe at;
what {they iperceive asiintrusion:on bargainedrforx (deals:and:may;
believe .that ithis Commission:shouldEsimplyggakegthqiggwq;dpphgéighg
settlements serve:the -interest. of :the public :in,addition téxthgdjpﬁ
interésts of . .theisettling parties. . However,.settlements, brought.to
this:Comnissionifor review*arQanotzsi@pLy;the‘:ggqlgtigngqf;prigaﬁg
disputes;such‘asnthose:that may be-taken:to: a civil. court.,;The. . ;
publi¢interest and:the:interests of.ratepayers must also bé taken.
ﬁiﬁto;aCCOunt,Tandath§¢Commission{sjdugy is;to:protect ;those '
interestsy - -l i s pEL s iy o et g sy D0 b

Sty ;. f ! :. A
~In‘evaluating settlements, one factor:we, consxder is the
range Qf:lnterests-represented;by,the,parties_toithe settlenents gnd
any .opposition toithe“settlements,—as;well’as,thergettlement,itse%f.
The DSK settléments and the collaborative process:in:which:they had
their genesis réprésént agreement by a broad range:of interests. .. In
each case the utility,: regulators, ratepayer representatives, ..
environméntal advocatés, -and:companies active-infthe:DSﬁleneigy
efficiéncy:field have:joined in:the settlement. : There .is no formal
opposition. to the settlements, with the exception.of TURN'’s protest
to thé 'SoCal settlement. The broad range. of support and limited -
- opposition lend considerableicredibility to.the. settlements..
A. Approach to Revision of the DSM Enerqgy Efficiency. Programs ..
The implementation of cost-effective DSM energy. efficiency
programs provides long term benefits to ratepayers and to society,,
- including conserving valuable energy resources,. delaying or reducing
thé need for new utility plant and energy resources, and reducing.-
the adverse environmental effects of energy use. The Commission has
long récognized these benefits and authorized, encouraged, and .
sometimes required California‘’s energy utilities to pursue energy -
efficiency programs.

Nevertheless, DSM energy efficienoy (or conservation)
expenditures have declined markedly in the past few years. . Table }
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: | [ _
of Exhibits 2 throdgh:s:sets: forthsthe historical :DSM ‘expenditures
for &déh utility: "SDGLE’S DSM-Conisérvation sperding:plummeted <from
a high?o£7$24:7 md1156ntin 1983 tova1ow:of: §3¢3 million in <1989 ;i
déclining! swiftly ifrom-year té -yédr. | SDGEE Spent far iless.thaniits
authsifizéd PSM ékpéenditurd ilevel in~every yedr:since1984..1 SCR’'s
sperding'on psM ébndérvation droppéed from $69/4 million'in-1983 to:
$3973 milliéniin'1989, ‘althdugh SCE spent-close toélits authorized !
level 'in-most yéars, -soCal’s- conservation spending:has-dropped .7
eVery ‘year ‘from- 1985 -through 1989, -beginning vwith-a high of i$138< . ;
million dowr té $36:millich by 1989.::0n’averageSoCal .has spent 93%
of its authorized DSM conservation expenditures in those years.ia’
PG4E’S 'DSM ¢éonservation spending has varied considérablyisince 1983,
 in which it 'was $113.2 million. ‘PGEE’s conservation spending went-.
up €6 a high of $151.2 nillion in. 1985, thén dropped toiailow ofy.::
$62.1 nillion in 1987, rising to $93.1 million in 1989i ;- PG&E has
“bverspent its authorized DSM conservation level  in:four: years and::
underspént it in threé years between 1983 and.1989:-:: i N
i -Thé -séttléments before us take two basic approaches to.- .
revérsing the trénd of declining DSM expendituresi ! First; they
proposé a dramatic:increéase in theé funding for DSM: énergy : i
efficiéncy, whi¢h translates into a raté increase for each utllity,
at least in the short'term. Secédnd, they would institute méchanisms
whereby sharéholders aré financiadlly réwarded or- pénalized, based on
“theé results achieved in the ut1lity s DSM energy effic1éncy
prégrams., ‘ » : X e ; S
SRR ‘Thé programs presented in the'éettlements=couple increéased
funding levels with detailed program descriptions for spending the:
money, cost-éffectiveness controls, and improved measurement -
programs. | Thus the funding levels for each 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 . .

s - ®
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efficiency ~improvements -that.a utility-makes: .£o ;its jown plant, - roo
demand- side energy efficiency improvements, which are nade on the

and do notearn a.returngforytheiutility4sharehoidgrs,ﬁ3$hu$,;§s;ghe

NRDC’s report '"Declineé of:!Conservation at:.Californjia Utilities® :: -

fﬁéintéﬂoutuuthéiutilitiésfiackra-positive,-financial incentive -to,.

pursue DSH.energy efficiéngy.:: (Exhibit:6;),;- VoD dmevs cri i
i+ Thé: Commiésion adopted the Electric Revenue Ad]ustment

Accoﬁntf(formérly,the-Sales Adjustment\xgchanSim)ﬁfoz ga§;ut111ti§s.
- Thedé’ mechanism§ ¢ompensate utilities for sales:fluctuations. . ...
resulting from iné¢réased energy.efficiency,: as well as some other .
¢hangés in conditions. - Thus, utilities do.not have.a disincentive.
to promoté energy efficiency: However, the lack of,a disincentive,
has not béen sufficient to encouragé vigorous DSM, energy. efficxency
prbgrams.; ot L o T AP Ny
“The: general decline in energy. eff101ency spendlng since
1983 tells'us that the current approach is not effective enough and
a new approach is needed.:!' The settlements before us present an ;:;
innovative approach that we believe has great promiset . providing .
financial incentivées to utility shaceholders . for expenditures on - .
DSM energy efficiency measures. ' The profit motive has proven a
powerful motivator over the years, and we expect it will prove
itself again in this situation. = : S . -
Thé case in favor of incentivés is most strongly made in
the NRDC report (Exhibit 6). : NRDC points out that utilities are .
*strongly oriented toward balance sheets and shareholder profits. .
Scarce management and staff resources flow toward potential profit
centers..’..” NRDC argues that utilities must be paid "extra" to .
induce them to pursue programs like DSM energy efficiency, even .
- though these are cost-minimizing strategies, because ."an incentive
system‘offers the only practical assurance of sustained and |
‘successful managerial emphasis 6n improved ‘efficiencies.” We are

Poroe
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persuaded‘that ‘thé ‘time-has comé!to try ;thisincentive-based~izi3
apréach‘m—: ore adndfe (2 acsvnna 1 yonsiod 1o yorons ebizohaaci

EREAAY ?*’The»mdﬁeyﬁspéﬁtfoﬁ theiprOQrams;proposed for:the - -oians
“1ﬁcéﬁtivé/§ena1ty‘ﬁééhaniémsﬁﬁill syiéld significant benefits in s
added ‘résdburcé valuei'Table 3-Ajof: Appendix B-shows the:net . iiui
reséurcé ' valué éxpectedito béicreated byf1991 éxpenditures: under ithe
Utility Cost Test, which{tdkesithe lifécyclé .value:(i:e:,load": - .;
reduétions’ times ‘avoided costs) and subtractsiall ubility program

costs other thanithe ¢ést: of-thé’ incentive payments;: ' The projected
-value' éréated relative téd:programicosts ranges fromithe high:of - ..

SCE’s $244'millioén: neti résocurce value -baseéd-on-$41.2-in expenditures
(and'$3.6 million in after-tak incentive :payments):to .the low:of-:,,
SDGEE’S projected $19.6 million nét:resourée value based on $12:3:in
expenditures  (and $3.3 million in incentive’payments)::.The net; :.;
‘Yesource value produced under the Total Resource Cost Test; which.;:
accounts for participant costs as well as utility costs, yields.a..
somewhat different comparison.’ -Under this measure, the highest
‘projected benefits relative to program cost aré still SCR‘s' .~ .- .
projéCted”$217.4~milliohAnét resource value from:$41.2 million in .
expenditures (and $3.3 million in after-tax incentive payments),

while the lowest ratio is 'SoCal’s projected $20.7.million net -

resource value from $12.3 in'expenditures (and $2.2 million in -
incentive payments). (Appendices B and C.) ' Under:each measure, the
resource value created substantially .exceeds the program cost, even
after thé expected cost of incentives is subtracted. Thus,
ratepayers will still receive substantial benefits from these DSH :
progtams with thé incentive programs in place. »

Because of the snall rate increases involved in these
applications, thé incentive payments will have a relatively small
impact-on rates. For SDG&E; no rate increase due to incentive
payments is projected until 1992 and 1993, when a 0.1% rate increase
due to incentivés is eéxpected. -(Exhibit 2).- Por SoCal, a.0.1% rate
increase dué t6 shareholder incentive payments is projected in 1991,
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1992, and 1993. (Exhibit 3“} !?he:hi QESFKQSV?I‘?i,?afﬁniﬁ?f?a?$$
due,t¢, incentive payments s projected by)fcft:llfor’fqgt, at the
incentiye level specified in the settlement!(ratfs‘are pro jected %p
increase 9 1% in 1?92, 0. 2% An 1933, 0. 4% in 19?4 0 3% gn{l?QS, and
0. 2§{in 19?6 due to, the incentive payments.‘ (Exhibit 5 j SCB_d‘d

not provide, figures showing the separate rate effect of 1ncent ve“
= 1_,_,“:,:. - 7»[‘;-,

payments.p” o - ;
fini ’ -3 ER N 53

. Hhile we. belieVe that 1ncentives should be put 1n plécé,

R ]!,"n'

sms with

" ;,‘5 .1 RIS

incentive and penalty most approprrate for producing cost effective
- DSM, energy eff;c1ency programs, and the efficacy and ; ,'“
1.aom1nrstrab11ity of the w1de varlety of incentive and penalty
.gmechanisms presented to ns in these settlements have yet to be fully
- tested through hearings or experience._
of DGS and FEA that these mechanisms should be consrdered
experimental only.and not necessarily the blueprint for the next
generation of _DSM programs. ' . .
He find these settlements reasonable and approve them as
experimental programs, with the modifications discussed below, for
several reasons, A6 First, there is a need to prov1de 5 relatrvely B
quick and effective boost to DSY energy effiCLEHCY programs now to
capture opportunities that would otherwise be lost, w1thout waiting
for what may be inconclusive results from prolonged evidentiary ‘
hearings. Second, there is broad and unaninous suppOrt for these
proposals, and this reflects the bargaining and balancing that o
occurred in the collaborative process and in the settlement -
pdiscussions on the applications. Third implementing these
-, innovative shareholder incentive/penalty mechanisms as experiments
- provides an. invaluable opportunity to gather data and improve the
next generation of DSM energy efficiency programs based on the
actual cost. savings and energy efficiency achievements of four p-p
different mechanisms. . By comparing the results of the four
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' utilities, ve expect to bring some degree of uniformity and proven
ef}Z%% ﬁ%nessnto\thécgnext*generation %f’piSQEQsét SRRRI Bitn (SR2E
. bj}’i.;aé,%egognize, as” the)settlements point”out’to us; P eRden ol
these settlements resulted from a good deal of gi%é aﬁd}takéifnon"'
he parties and 1 “{lect interrelated ‘trade-bffs" that'may ot p‘:‘“‘
apparent to a revieWer who dld not pafticipate}in the’ séttlefhént” ?

discubsions. ~ For that reason, we do ot de1 vl deeply intolthe Ti
details of the settlements and attempt to second-guess and Phisgen

as a whole are reasonable and 1n the public ‘intérésty! " However)®
'unlike the collaborative partic1 d 'the' settlind»partiesijde’
have thg benefit of viewing all four complete proposals side’ by
side, and we would be remiss if we did”’ not use this vantagé‘point‘to
.‘compare the proposals and ensure that the ratepayers of ‘each Utility
'Vachieve at least rough parity with’ those Of ‘thé other‘htilities. We
alsé seek to ensure some uniformity 1n “the’ implementatlon ahd revrew

of the programs, to maintain comparability among the Utilitiés.

settlements, w2 dlSCUSS the SpElelC issues raised by the' Yarious

settlements."' ' h ‘ SERDIE R

B;T PG&E's Incentive Proposal
‘ ' We have compared the proposals of the four utilities ‘as -’

”set forth 1n Exhibit 1 (attached as Appendix B to this decisron)'

EUE S S Y S PR

utilities produce roughly comparable benefits ‘and ‘costs.  This "¢
comparative information was not’ prepafed ‘and ‘dérved until -after the
settlements were filed, so it provides us with information that the
collaborative participants and settling parties may not have had

before them as they negotiatéd the separate deals’ ‘for each utility.

' ’ We find in comparing PGSE's’ incentive proposal to those ‘of
the other three ‘utilities that’ if wé approVed the séttlement without
modification, PG&E's ratepayers would be expected to pay’ more than
double the relative incentive as' a’'percéntagé of éxpenditure
compared to the other utilities. (Appéndix B, Table'3-m.)" Thisi”
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results<from the.ifadét thatfnwhilerPG&Eisgshated;savingsninqentLyeq;s
set at 15% of the net resource value of the savings produced.,through
DSM énergy efficiency programs, this translates.into:66%:0f1the o
programfexpéﬁdituressJjWhilejthe savings :created;arée great enough
that:the’program’remains cost-effectiveé;: this:incentive dwarfs- the.
comparable~incentives paid. by SDG&E‘'s ;ratepayers.(26%):SoCal’s: ;.
ratépayers'{14%) 'and SCE’s ratepayers:(Q%)a}E;(Appendices B.-and Cy:
Table 3;A&)rwgvenﬂwhengtheiéffects;ofathetcos;:p}us;prggrams;are;ﬁﬂ
taken:iato/account’,-PG&B's :ratepayers.would:still be paying 37%;0f;

sprogram’ expenditurés-as-incentive payments;: while under: the;next- .. .

-

highest cost incentive :program;:SDG&E’s . ratépayers . would. pay only- .
18% :of- program expendltures as . incentive. payments; (Appendix B,: ¢
Tablé: 3= Bl) T I T T S AR UE UL PICARNPTITE BRI DO .
RS However, a side- by—51de comparison. of the costs and: fat

;béhéfitswof-each of the four utilities’:programs proy;des,qs.wrth.;

only a‘limitéd view of thé’ programs. What the c0mparison does not:
enable us to assess, to any degree, is the certainty of; So ey
realisti¢ally achieving: éxpected net resource values. and/or cost.and
unit implementation:levelsi: Because the four utility. programs vary
greatly,;:both in their incentive mechanisms: and specific. program

stracturé'and implementation, adjusting any one element of. the -

programs’ structure could adversely impact the overall effectiveness
of the programs’ success at this: time. .. The Commission .will.be 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% figure for SCB appears to be understated relative to
the other utilities’ figures, becauseée it is based on post-tak
incentive payments to shareholders while the others appear to be

~based on pre-tax earnings. . (Appendix B, Table 3-A, Footnote 2.)

However, this distortion is not sufficiént to bring SCE’s
proportionate incentive close to the PG&E 66.2% level.

- 34 -~
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“Certainly éonforms tocthd expérifental-nature of .the:proposed ! fr:n¢
xfﬁrégfém'g;:';sfi"\"‘s; pfrivon ot '_f_«:- SHiay ostgaeor e o8t Yo F85 ia Jon
C. CJIstiEfféctiveness '~ i=usti wif) VETERTIEGT G Yhnaini e ypnaan el
fipone rRach settlement?proposal inc¢ludés . the cost:effectiveness
méthoddlogy uséd:for:thatiutility:! TURN's original comments ‘point:
out aii’' 4réa”in which:SoCal’s:proposal significantly deviatés. -from:-
the other thrééfutilitiés;:élthoughgTURn subSéquentlyiwithdrew; its
objectioni . S6Cal'proposed and the settling:parties agreed:ito the...
inélusion of:a 10%' énvironmental adder to bé:usediin evaluating :the
costzéffectiveness ofiSoCal!s :programsi:-The:inclusiénof-adders was
sonethingiréeported in theé-collaborative:Blueprint:as:an:item:oninii
which the:participants could not reach.consensus.: The:inclusion:of
the adder for SoCal and not for the other utilities inflates thef.:
reported cost-efféttiveness: of SoCal‘s programs by 10% relative to
thé’ programs - of the other three utilities.: This impedesiour:ability
to cross-compare. the prografis of each utility,-and it is:talso. .-
premature in' light of our. intention to consider. this issue: in.our. .
: biennial resource plan update proceeding: (BRPU): ‘We.will therefore
modify SoCal’s settlement to eliminaté the use of :-the: environmental
adder. Sinte SoCal's incentivé payment: methodology:is: based-on . ::
planned program costs rather .than on cost-éeffectiveness, .this: should
not-‘¢change SoCal's proposed 1ncent1ve/penalty paymenta P I
D. Implewmentation and Annual Review ‘ :
‘1.: Program Start-up B R : : S
"~ The four utilities propose to take’ different paths to .-
starting up these programs in 1990. The settlements for SoCal and
SCE 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 Commission decision is issued. - ‘ ' '
SDG&E has in place a tracklng account authorized by Res.
E- 3191 (May 4, 1990) to’ track its expendltures. httachment ;_to its
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indenbives)?for_approVed,programg,betyeethheigatejofftheJ hgxxujﬂl
establishment of ithe tracking:account and.the;date of,thisidegision,
but SDG&E{indicatésiin Exhibit:2;,Table-6 that;it ,does not expect to
beginzinoreméntaI\expenditu:es.orgtheaincentiye/pgnaltygmgcpegggm;a
urltil’after 'this:décisioniis®issuedi.i: The;statement; in the it~
settlement-that:*newiprograns-described.in the;appligétiquareaﬁ;,
intended to be impleménted:in.due course following Commissiop
authorization of the programs.iP:appears.to;confirm this intention.
PG&E alsé:has:a tracking: &ccount;in: place,bauthorized by
ReSi:-E-3194.!: PG&Eidoés not.propose any incremental:. 1990.DSH .
expenditures but-does: propose toihave the shareholderxr .. -ty -
incentive/penalty mechanism take. effect as of.the, date. of the .
resolution, June 20, 1990, as agreed by the settling. pa;t;eg,,py,,g
PG&E’s request: for retroactive award of shareholder, incentives. for.
expenditures between June 20 and today’s decision appears to beé ...
unique- among the four utilities. ;. T S H TS S S PR TR i
. The tracking account was established with-the primary
purpose of providing PG&B:with the incentive-to beglnaanvaggre551ve
implementation of their proposed energy efficiency program.in light
of ‘'our recognition that PG&E was suitably postured to.proceed with
their programs on June 20.: : gt

Yris

. - : . "‘r'.u! B I
However,’although the settling parties agreed on expense
 and ‘incentive recovery from the period of June 20 to the date of - ..

commission authorization, PG&E‘’s tracking account did not take
effect until June 27, 1990. ‘ o
-Res.- B=3194 authorized a tracking account to take, effect
‘upon-the 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 before
that date may be permited. ; T T .
" Therefore, we will modify. the settlement 80 that PG&E'
. -incentive/penalty mechanism takes effect on June 27, 1990. Recovery

< b

i

P
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1ﬂ”ratésTméy\be ‘¥équésteéd: foriany dther appréopriate’ oxpenditures -
incurred undérlthe'revidéd pSMiprogram:since June 127;01990;vtoathe:
‘axteht thatiduth expenditures are contemplated by ithe settlemént::o
“Whilélwe arvé not cértdin’what! SDGsB inténds with-its tracking iz 1ud
acéount} o SDGLE! may ! requést rate’ ‘Yecovery-ofiinereméntal programii
expenditurés Aftér théiéstablishment &f:thes trackingraCCount Lo the
extent!such’ éxpenditurés are contemplated:by:the séttlément.. i i,
231> Annual RévView of Program‘and:Rate Changes: i o i .o
-neiieednt A5fge understand thes applications-and-thermodifications .
made’ td’ thbésé: applications by:the’séttlements;ithere arei
differencds'in the way the four utilities would: haveé:the Commission
administer and Yeviéw the révised!DSM programs.:  -Manyiof:theii ;..
differéntes’ grow out' of the differentes in’ thé proposed mechanisms:
However,” some! of  the ‘difféerentes appear to be primarily ... ::'. .
adhinistrative choices and likely to cause undue complication and
confusion down the line as our staff and. interested‘pérties*review
the programs, and some modifications or clarifications to provide::
parallel review protesses are needed.::o.vir ol 0,

B * Rach utility ‘proposes to include in its ‘annual March 31.-
DSH ’ report ‘its proposed calculation of the; incentive and‘or.penalty
earned ‘in the ‘precéeding yea¥. ':From this point on,” the proposed ::.
review processes appear to diverge on three items:: (1) the date :i:
intérest begins to accrue on the incentive/péenalty payments, (2) the
proc¢ess by which the incentive/penalty is reviewed and verified, and
(3) thé forum in which the incentive/pénalty and changes in program
costs are reflected in rates. Again, some of the differences here,
particularly thosé with SCE’s proposal appear to be a necessary

‘‘recognition of ‘thé unique incentive/penalty mechanism proposed, and
we 'dd hdt' intend to torture the différent programs to fit paths they
~ Gannot’ comfoértably travel.  However, we believe some clarifications
or modifications are needed. ; S
: - Pirst, for SDG&E, PG&E, and SoCal there should be a
- uniform apprdach to the accrual of interest on the incentive/penalty




bd 3

A.90-04-034 et al. ALJ/CLM/fs * axix:3xfﬁg

cE5 10 BEQ-30-GP.A

paymentsléarned: :SoCal:has:agreed-to.follow.the;samg approach ,as
PG&E;iundexiwhichiinterest:zacerues- beginning(ogp; July. l.after the :..
~Makch DSM:réportslaying outithe:basis;for:the requested,incentive;,
paymeéntiisifiled. * SDG&E’s:proposal ;saambiqugusdin;;hiéjrggqghj;gu
buti it refers: tofa July:l:date:for .completion of the gompliance; .. .
review of the March DSM report and to interest accruing. 6n theh, o
.rapproveéd . penalty/rewards.?; :This may be; iconsistent with the SoCal
and PG&E -méthod,- but - tm\ensure,consistency;weiglll_mgdi,fytspg_gg;s__H
settlement to:ekpressly state that; as: for; PG&E and:SoCal,.interest
on the incentive/penalty payments will be permLtted to. accrue foyit
between the July 1 after the:DSM report,has;been filed and, the date
thé incentivefpenalty payments appear in rates. It appgarsﬁphat;tpe
amortization’ approach taken in: SCE‘’s proposal elimingtes_fhis-;ssué
for SCRi 0 7 e s E . . . S 12 BT BV

* Second,  the:process by whlch the incentlve/penalty, ;
payments are. reviewed here at .the Commission should be uniform ;. .:
‘adross’ the four utilities., We have found in this consolidated .
proceeding that the ability to compare the proposals;forgtheifonr;
utilities has been extremely valuable in our review,, and we intend
‘to ensure that' procedural differences in the review processes...
proposed in the 'individual® settlements do -not hamper our abiiity or
our staff’s ability to track and compare the effectiveness of these
experimental programs. The proposals appear . to be unifqrmiinithgfr
reliance on the March 31 DSM report as the place in which each ..
‘utility will annually report the results of the prior calendar,
yeéar's program acconplishments, including expenditures, cost-,  ,
efféctiveness of results, and incentive/penalty payments that fhe,
utility bélieves 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. .The CPUC staff is
- éxpécted ‘to réview and verify those results, by July 1 :in most if
" fiot all the settlements. We are concerned that this review would
either duplicate work done for the subsequent rate recovery
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proteddingior Wouldzitself bdcore anrissuedinnthat proceeding oy
adding éﬁ’uhnecéssary?layér’éf “dontroversy:<Né willirely: on:thézur'
1it{gAtioni process to véviewlthé=atilities® Marchi3l:filings; and:wWe
nétehfh%E3wé§iétéin”the”ébility to-request anvindependént:-staff ;g
analysis’ by our Advisory and:Conpliincé- Division should.we consider
that hécessary‘ TR SRS IR RIS A R S o1 £ B AT AN SE ) B o SRR RTIRe
“phird, weé’find thrée- conflictlng proposals as to the forum
iﬁ?ﬁhlch rate récovery for program:cost:adjustments and the: ni [y,
incentive/penalty payments will bé réquested;' :SoCal -and SCE would.
have thé rate addjustments made’ in the AnnualiCost:Adjustment «i; ..
PY¥oceedings® (ACAP) and! Energy Cost Adjustiment:Clause’ (ECAC) . w:: -
" procebdings, respectively. ‘Although there is sohe ambiguity:in the -
SDG4E proposal,  as We understand it’!SDG&E would request.rate.: :-.
recovery for program cost changes in the ACAP and ECAC but would .::
seek récovery of incentive/penalty payments in:its ‘attrition advice
lettér filings. (A.90-04-034, Attach. L, p.:A-14 and Attach. I, . .
p. Yiﬂ-Bfff PG&E proposes ‘the opposité approach to SDG&E, with rate
recovVery for incentive/penalty payments occurring. in the ECAC and .
ACAP and rate changes to reflect program cost changes to occur ' . .
through-its attrition filing.:  We will rYequire all the rate changes
‘for these DSM programs to be sought in the BCAC and ACAP
proceedings. Dué to the experimental nature of these - P
‘incentive/penalty mechanisms, we want these requests to be filed
through applications and in comparable procéedings to ease the !
compléxity of administering these diverse programs and to assist in
comparing the ré&sults achieévéd by the four utilities. While we do
not anticipate that these requests will prove controversial, we want
‘to ensuré a forum in which they will bé fully open to scrutiny and
evidentiary hearing, on the samé basis for each utility.
E. ' Program Puration and Reevaluation S '
o Thé prograns before us would last through 1991 for ‘SCE . and
SDGLE and’ through 1992 for PG&E and SoCal. As envisioned by parties
to the séttlemént, each utility’s entire DSM energy efficiency . .. .

{r »=

e




A.90-04-034 et al. ALJ/CLH/fS * £ 2N IO LIA ;Iﬁ

Ja FED-20-00.A

program would-be' ré-evaluated,separately.:in: thejutility!s,mextsin,;
general rate case, except for SDG&E,: for.vwhich the review;swould,...,
occur in its modified.attrition, filing.for. 1992, ,which;is, to be .
filed:in/March«1991,: At .that:.time,; we expect.all;aspects of these
programs;:; from program.design.to.funding level, to.the basis; for,any
1néentivezmechanisms,zto;begthorough}yu:evigwed,g;ghgsfég’ip;aggggq
withithe:traditional, way the;Commission has reviewed,and: established
DSM. programs,iand we:do. not propose.to,change this part;of;the, ., ..
settlementst S R R U A S R T S SCRPAF SR YOF SUNNE OF R I PUSE P S PSP SR NIETRG SR
i .However, the pPrograms proposed for:.the, four, utilitles vary
awidely«Ln many: respects,1from.re1at1ve;spendingJ}gvels,htg p;quam;
design, to-shareholder. incentive/penalty levels and design, ; Hﬁilg:
cwe aré pleased with the degree of diversity and creativity. when we.
i considar these as experimental programs :from.which we expect to . .
learn valuable: lessons, in the.long run as we;app}yhthgse lessons .we
expect’ to see the convergence of much.of this variety into a..
uniform,: proven DSM energy efficiency.program. ... ‘ T e

~wov 0 ' The comparative exhibits filed in:this. proceed1ng and thls
decision represent only the first step in the process of devising .
the next generation of DSM energy efficiency programs. We expect. the
utilities,: and ‘intervenors to take advantage of the measurement, and
evaluation programs set:up in these:settlements.and the experience
with each utility’s .program as ‘it accumulates, to continue. to .
compare the effectiveness of the various programs and begin devising
a more uniform and evén more effective approach for that next
generation of energy efficienoy programs. . . - . NN

, ¢ In o6rXder to formalize this process and prOV1de us with an
indepéndent assessment of the incentive programs we adopt today,,we
will direct our Advisory and Compliance Division to prepare and .
submit, by December 31, 1992, a report on the effectiveness of the
procedurés we are adopting, together with recommendations for .
improvements. - We anticipate that this report may require a process
.similar to the one we have become familiar with in our management

.j (
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auditéﬁ*ﬁhéiéﬁ&ftACD?ééordfﬁatéﬁfand?dlréétéﬁan-1nde§ehdent FEIDOTG
consiitant fundéd by théiratepaydr&is ! i omis (9260 9tat Iet2nsp
F. Cénsérvation Payméhts' Under’ SpecialiContracts!ire - =1i xi rysca
e ‘¢ Thesettlements! raisé the issuétofithel appropriateimeans?
6f<£ﬁﬁaiﬁg ahd - aécounting’ for 'conservation: payments jmadeiunder o
pédltéd applidation~docket/spécial- éontracts,- The c¢urrentimethod
Pwhs’ &dtdblished: by 'D.83-055067 and D:90-05-030, 1 and’ réquires (theése:
conseivation payménts to' be made out of existing DSM:budgets..: The:
settlements of SDG&E, SCE, and PG&E agree that this method:of:i:; -
¥ funding’ consérvation’ payiments <is: incompatible «ith: the. expanded DSM
programs ‘agreéd uporin the seéttlements.'! Bach settlement proposes;a
ré¢latéd but different modification of the D.89-05-067:4and>! ik
D.80-05%030 method. ! For example, ‘each settlefent: would: prohibit -the
use of DSM. funds ‘auth ed in the last GRC to: fund. special: contract

*'payments, but only SCE’s application would also exclude’ funds ..
authorized ‘under its expanded: DSM program application. . SDG&E’s - -
settlement calls for thése payments to be booked as rate discounts;
" PG&E'8" settlement’ would bodk these payments separately and record
them in the two-way balan¢ing account ‘established :in PG&E’s DSM - -

" application; and thé SOE séttiement specifies that the .payments -.:.
‘would be' recorded monthly in its Electric Revenue Adjustment -
Mechanism Balancing Account and- be reviewed concurrently .with.the .
reasoﬁableﬁess review of theé speécial contract application.: :
R ‘Wé do not want threé different approaches to funding and
accounting foér coéonsérvation payments made under special contracts;
without a persuasive showing of the needs for the differences. - In
‘keeping with the apparént purpose of the proposed modlfications, we
will modify the PG&E and SDG&E settlements to provide, as SCE's
settlement does, that nefthéer DSM funds authorized in the last GRC
nor funds authorizéd in thesé DSM applications may be used to  fund
conservation payments under special contracts.. We will also require
‘the payments to be accéounted for separately.’ The parties are . -
encouraged to address this issu¢ in their comments on this decision,
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as discussed belowj.comparingithe.three diffexent,ytility.pyopgsalsg
~and ‘iddicating ifipossible:a uniform-.way,to fund §993509§ﬁﬁ£A55r

théseiconservation’ payments:that:is-in harmony,with @@Ch.Qfgth% s
threé tsettlements: i : -

Yar B T ey P s }oog P .
MO s Bl wd o yirand oo ot

G. Improving. Utility Bfficiency .i.tvicong i v iadnnl = hdr wd b
vicd- tOneé-remaining concern we-.havewith.the aforementioned, ..,
utility efforts-is,;insuring a;balance between efforts, to-improYe -
-customér. éfficiency,the. focus of: the utilltyjappllcations,1and
improving-utility.operational efficiency,; We. are;concerned that
utilityieéeffortsiwill!focus:on;the:customers-side. of. the meter,at, the
expense of  efforts. that:can' be made on the utility side of the.:- ;.
meteri :We:are:aware!of:vastiimprovements being made in. the :; ..,
efficiency of-equipment used in the transpission: and dlstrlbutlon of
elec¢tricity and-do:not wish- utility efforts: to. become overly focusgd
on demand-side programs. . .
circumstances leading to -the documented decl;ne ln;p;LIL;y‘Dsqﬂ;qb
expenditures, current ratemaking methods may impede the,gbility,of
utilities to invest in state-of-the-art effigiency equipment for
“their: facilltles. SR T e bt gt . =
: ti: We would like the .utilities and other. Lnterested parties
~t0”explore methods, ‘both utility .and regulatory, that can :insure:
that the efficiency on the utility side of the meter is maintained
-~and improved. ' We will require SDG&E, SCE, SoCal,.and PG&E to meet
- and repdrt back to the Commission in 120 days on the issue of . :
efficiency improvements on the utility side of the meter.. .This ..
report should include a discussion of the impediments, either :
operational, financial or regulatory, that utilities believe exist
for these types of efficiency investments as well as an outline of
steps they bélievé aré necessary to foster these investments.. . While
weé will put no structure on:this effort, it is clear that the
collabdrative process was a successful:one and might: similarly be
‘used -to’ explore -this additional efficiency arena..

T bigeg

. r
i

R
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H!9Dpdates 'ahd ' Comentd i b SeLtlendit: Médificationss Loannsaib un
T e is8dé thid décisionsadian intérim-orddi toipermitithese
psM pidgramd €6 bdiputintoiplace! inmédiatelyand still ‘providesthe
parties the opportunity to respond to the settlement:modifications:
made by this decision, in accordance withiduy Ruléi51.7<ivThe & .o
changés &é propése hére!shéuld have no inpact:on:the :short-term
adminlstration” of ‘theése révided enérdgy efficiency programs; andiwe
expects each utility to’ ihplémentiits approved program without delay.
Ja0d Prgerinvite parties to:review the modifications: to-the .
“séttleménts.- Partiés’ will have:20:days from:-thé’date:of: thi§3;flju
decisibh td file ¢comments 6n these modificatioﬁs.»" ine: wilr» expect.:;
parties to ekplain: in théir
“‘¢hihgds’ to' the ‘settlements ‘and if not why,not.;.Anyvparty;ob]ectlng
f*tb”thééé{ﬁddifiéétibnS’williaISO’be’ekpeéted topropose alternative
solutions to thé problems that the modifications we:adopt here- are.
designed to ;s'olﬁ.re'.?‘ pa‘r’ties ’will have five days‘t’o file replies.to:
the comments. o Y T T S T

“To ‘the éxtent that the settlement agreements provide for.
SoCal and SCE to modify their program goals and expenditures or make
similar changes baséd on the date of this decision and specify no
time 'peridd for filing those changes, SoCal' and SCE .shall file such
modlflcations within 15 days of the ‘date of this decision. . . ::

- Finally, wé remind partieés that these applications are:.not
the only forum for reviewing and implementing the recommendations of
the Collaborative Process.,  We plan to issue an Order Instituting
Rulemaking on other topics related to improving the efforts of the
utilities‘ demand-sidée management programs. -- N T

'Thé plannéd OIR will also provide a forum to .compare the
" ‘different DSM models which aré the subject of this order, and to : -
assess’ 'thé rélative sucdéss of ‘the different approaches.: The OIR
may léad événtually to the dévélopment of statewide standards and .
benchmarks by which to measure ‘énergy efficiency and to measure the
appropriate levels of incentives. Over time, monitoring the results
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of these programs.will hélp determine:which of these near;term; ;114
investments is most effective in the :long-.term.; This rulemaking-is
now .in the formative stages:but will-be issued.later .this year.

Pindings'of Fact - et e xohary o yravooa o drr sel o aduooco B0 ad

A

< il DSM - energy efflciency ‘programs ; prov1de long-term .- .y
benefits, including.conserving.energy resourcesy delaying-or .. i
reducing -the need for nmew-utility plant and energyresources; :and
redqcinghthe'advérseaenvirOnmental:efiects,of,energy.uﬁera;gg-%gq
<1t <2t There-is no-opposition:to-the,proposed.settlements of ...
SDG&E’s A:190=04-034, SCE’'s A.90-04-036, SoCal’s A.90-04-037, and -
PG&E!s A.90:04-041, - IR RIS EoR O S A T SRl I S (LY SORL IS B SRR PR

3. No opposition .was filed to- the motlon of Reaction. ‘Thermal
Systems,: Inc. -for . leave to intervene. : ... . oo oo Ty

2t 44, The! incentive/penalty mechanisms proposed -inithe various -

settlements present.a valuable opportunity to test,the efficacy of .,
such mechanisms on an experimental basis. . . - . o rny L

-5 r-SoCal and TURN agreed that: the SoCal. settlement should be
changed to reduce to 14% from 16.6% the shareholder incentive for. .
resource programs. and to reduce:to 10% from'12% the :incentive, for
néw construction programs. - The, settling partles do: not object to;
the change, and it is reasonable, . . ;& 7 & Dy CE

6. SoCal’s .proposed 10% environmental adder lnflates the
cost-effectiveness of SoCal’s programs- relative to.the other three .
utilities and would hamper our ability to compare cost-: o
effectiveness of the four utilities’ DSM programs...i .. , .. i .

7. It is reasonable to require SDG&E,: SoCal,- and PG&E to
follow the same procedures for accruing interest on :
incentive/pénalty payments, and interest should begin to accrue on
July 1 following the filing of the annual DSM report explaining the
basis: féor claimed incentive/penalty payment.: o ,

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

o : L e : .
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‘effectivenéss iof 'the procediures We adopt:today, ‘together with =it o
recommendations ‘for j,mpfo"ve‘meﬁts';fj GF oviioalls dzort 2i aianifeovir

-9 IEiis reasonable it6 réduire 'SDG&B; SCE;  'SoCaly! and PG&E o:
to file requests for rate recovery under these expanded DSM ngousihriy
programs in:the:samé’forums; specifically theé ECAC:for .eélectric
rate recovery and'the ACAP: foOr:.gas.rate ‘recovery i .:ibisl i \“’?T%H?J

#0100 SDGSE' s “séttlement ‘sets forth 'two alternatives:fori

implementation of thé rate 'changes ‘associated with:the balanc1ng:=~
accounts ‘and ‘forécasted’ future program ‘expenses--either at the time
of this dééisfofiTor in'the 1991'ECAC'&nd ACAP--and (rédomerds *
recovery through thé 1991 proceedings. This recomméndéd=method‘ofu
impléménting thé rate changes ‘is réaddmable. i ii- ot il Lt

11. The SDG&E, SCE and PG&E:Séttlement:Agrdements propose ::iy:
soméwhat different modifications to thé current methéd:of funding
and aécounting: for consérvation payments made in connection with ‘-
electric rate special contracts. It is reasonable ' to establish:a
uni férm method to fund these ‘contracts and té requireé separate
acéointing for the’ payments, *: .7 e A R T

+11277 Withithe modifications and:clarifications identified in -

Pindingé 5 through 13, the settlements of A.90-04~ 0341 'Ai90-04- 036,
A.90-04-037, and A.90-04-041 are reasonable: : . Db o el

’13. - Thé partiés should be afforded an opportunity to comment
on thé modifications to the settlements before the modifications
become final. R, . ;
Conclusions of Law

‘12" No héarings are necessary on these applications or
settlements. SRR : - ’ -
‘2. 'Thé métion of Reaction Thernal Systems, In¢. for leave to
interénée should beé granted. : - AR
3. The settlements should bé approvéd with the’ médifications
identified in Findings of Pact 5 through 13. oo
'+ -4, .Approval of the Settlement Agreements entails a N
modification of the conservation method established in D.89-05-067
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and affirmedlinrD 90-05-030- for. funding:and accounting for 7
conservation pagments aae’ﬁnderzélectr;c”rate snécial contracts.

ey pi

IR B S N | N AT R S
. (JNTERIM ORDER ' ''f = '*

R P I IR R 4 s
IT IS ORDERED that:
1, Thé”Settlement Agreeementiin SDG&E'S A.90 04 034, filed
June 27, 1990{3the SeEtlmenE Agréément in SCE‘é ‘A.90204-036, filed
July 2, 1990, the Settlement Agreement in SoCal’s A.éo 04- 037,

A.90-04-041 are adopted,;w1th the followlng clarlflcatlons and
modlflcatlons.{zﬁt,f : b R

Ay SoCal’s: lncentlve for resource programs
shall: be changed from 16.6% to 14%, and its

-~ incentive for. new. construction_ programs

shall be changed from ‘12% to. 10%.w,pUr

SoCal ry 10% env1ronmenta1 adder shall be
eliminated. . -

.'PG&E ‘shall be eligible to receive - .
incentive/penalty payments for expendttures 4
incurred between the establishment of their '/ 7a!
tracking accounts pursuant.to Resolution

., B-3194 (effective June 27, 1990) and the
" date of this décision. '

‘Interest on 1ncent1ve/penalty payments
'dhall”accrué in thé same manner foér SDG&E,
~.- .SoCal,; ‘and PG&E and shall begin to accrue.
. on July 1 following the filing of the
annual DSM reéport explaining theé basis for:
_.the claimed incentive/penalty and shall
continue to accrue until the payments are
reflected in rates,

SDG&E, SCE, SoCal, and PG&E shall file any
requests for rate recovery under these
expanded DSM programs in the ECAC
proceeding for electric rate recovery and
the ACAP proceeding for gas rate recovery.
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“fi vSDCER"may refléctfthésé)rateJChAngesIintitslif}}u b
csrenriacn FA391,ACAP. and; ECAC. applications, .as, t?g iRt
settling partiés recommended. ‘ S 1RO
We will rely on;the,litigation process in
the rate recovery proceedings to evaluate
the March 31 utility filings.

. The Commission Advisory ind’ Céﬁﬁff“()'ﬂ"i
"Division shall submit by:December:31;-1992:
sna,report.on the effectiveness; of the,
procedures wé adopt today, together with
“recommendations for: lmprovements.»‘s=% ‘bL%f
iS{ i
}iThe method of fundlng and’ accountlng for' "
“*:zconservatlon ‘payments: made’ under; electric (!¢ . :
rate special contracts establlshed by
P.89-05-067 and affirmed in D.90-05-030
shall bé modified to exclude:the use'of DSM
‘funds authorized in-the utilities’ most
récéent GRC' and' these expanded DSM program
applications to fund the conservation’-
payments and to require that such
‘Conservation payments be' accohnted for
separately. N

ocr

2. The motlon of Reactlon Thermal SyStems, Inc. for leave to
intervene is granted. L ,;l" LA R

3. Parties shall have 20 days to f11e comments and 5 days to
file reply comments on ‘the modlflcatlons and clarlficatlons to the
settlements set forth 1n Order1ng Paragraph 1.

4. SoCal and SCE shall flle wrthln 15 days any modifications
to DSM program goals and expenditures or similar changes due to the
date of this deci81on, to the extent that the séttlements provide

for such changes and- speclfy no t1me perlod for f111ng the changes.
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5. PG&E, SCE, SoCal and SDG&B shall file. within 120 days a
report outlining any problems, either operational, financial’ or'
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 M. ECKERT
Commissioners

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

I will file a written concurring opinion.

/s/ G. MITCHELL WILK
President

! SIRURY THAT THIS DECISION
WA AFPROVED BY Vi ABOVE
COLMIZNGNELS TODAY

/ ;
/ e ,,.‘U-»(f{.«.z\ e
ﬁA 4, £.<ecuhv0 Dwecf\!t

{
.
S
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APPENDIX A
Exhibit List
Aa 90"‘04"'034' An90“04~036,
A.90-04-037, A.90-04-041

Exhibit
Number Description

1 A Side-by-Side Comparison of
the applications of SDGS&E,
SCE; ScoCal, and PG&E -- as
corrected by revision dated
7/11/90

Response to ALJ's Request 7/6/90
for Information

Individual Response to 7/6/90
ALJ’s Ruling :

Response to ALJ‘s Ruling 7/6/90
for Additional Information --

as corrected by revision

dated 8/22/90

Information on DSM Program 1/6/90
Requested by ALJ

Decline of Conservation at 6/26/%0
California Utilities

An Energy Efficiency Blueprint 7/6/90

fof Californiat Report of the
Statewide Collaborative Process

Appendix A to Energy 7/6/90
Efficiency Blueprint

Appendix C to Energy 7/6/90
Efficiency Blueprint

Index to SCE Settlement 8/13/90
(mailed)

Revised Tables 3-A, 3-B, & 8/22/9%0
3-C of BExhibit 1}

(END OF APPENDIX A)




FLPTwEE WTE QOTe L) tl"{ IR YECEAILNE

; TSy e . . .
TN i €2 gt peieg it SEretes xu This PHE0T0E.2 10Ty (eitad s¥iS il {00

HE L B PR A l( Lo P R N ) LAY N
) 4 SERREA L SUCR S T T 1 Pl AR IR T HEE N
£ N 281 B PR Y Eries oty eyt VI

EvIrrnist pesi- s
PO RIFITFL 5L

[

e 39 y£0-$0-06'Y

( I’ "‘;hc PR TR ER. Taeil OF PANT HESIE
AN SRR PN S SR F AL FY L1 IS S Y 13

rai

A SIDE-BY-SIDE COMPARISON OF THE APPLICATIONS

S3/WID/LIN

- QF SAN DIEGO GAS & ELECTRIC COMPANY (NO. 90.04-034)

(H
n-_‘a S

SOUTHERN CALIFORN[A EDISON COMPANY (NO. 90-04-036)

s
-

[ obeg -
2{‘ XIQNIdaN

e
wr e

i

e g8 SOUTHERN CALIFORNIA GAS COMPANY (NO.?90 04.037)

foriaT
PR

PYRVARVY

[4 - I(I

PACIFIC GAS & ELECTRIC COMPANY (NO. 90-04-041)

LP1 EC
4E2UOCT

—
(P
Pt

-y

W (eIeD
IFod
T2 AT pEQSI=0p Tl CuIpHceid DNed

v
.

Wo




-

D
d
-

_"‘ (AR r;':, ni h E1128 150501 g VRN g g

SUEE rergt Mgt e? (PN {HsEvsl 2¥

) Phafr LIy §eovifial }—i":tf»‘!;’«vg}:.:,‘-::;-_.ﬂ'
EXNE XL AT Oy 1 ST Y
R et SN SA N R IS LS

SRR ST BTN N L B S I N

72 39 YE0-70-06"¥

2N .'r}z?. PERT SN CL I
LR CHEEES T ~-':i"-

1A e 0 ! N %) .-
A SIDE-BY-SIDE COMPARISON OF THE APPLICATIONS

SI/WID/LIY

oo OF SAN DIEGO GAS & El_.(ECTRIC COMPANY (NO. 90.04-034)

i.
-

SOUTHERN CALIFORNIA "EDISON COMPANY (NO. 90.04-036)

b ;41

,”“SOUTHERN CALIFORNIA GAS COMPANY (NO.90-04-037)

EX

-y

-

g XIONIdLW

Vo

ioobeg ~

-
-

v A . PR L ‘
. e .52 o,
Ve Lol S

PACIFIC GAS & ELECTRIC COMPANY (NO. 90-04-041)

JCIUOLES

o

pesstdg DNed

M

cul

W [oIeD

.a _
F59d_

b

SIPAL MDY AGRESITIDY
H

5 AT A2 A0-0G F




e F

! Im dollln)

'?"T',ri

INCREASE
t, relative to T01AL DSH)
5 mninam IlCtEASE G
: {(Peccent; reletive té programs
‘nb]ect to Eornlrvln*enll ty)

z ‘;E FESN '“"'mm'u.‘"'
e

:.,_-} -: i_,; eurningslpemltr‘ ere fr
orm wotesy o

SOy gT JAND BE OER wHL{ LT nRisir O LEREEE I LR I AL

RN RN SEE LSS § U S SR .
;(,“a,,,;; SR IO T TR RO S TSV Y L 53 F 0 4 12
A I I I LRI I A (("[i[ [CERSRE AV E ST AN JEiyd
SO NATE P I S

A XA

XS TR R T SR AN § R [P0 S L S E SR T £ S A8

S

TABLE 2
PROGRAK EXPEWDITURE FLEXIBILYTY (FOR 1993 PROGRANMS}Y
FAX{MUM INCREMENJAL [NCREASE IN EXPEMDITURES <73

,’a'\'\" (2

ﬂlﬂﬁill CALLF
Ay EDISIN (%)

e
Y, (ELECT.)

TPGRE
mécl. AND GAS)

JaVanuvssasne

16.1 (1)

. P e e
RV ]

-~
N AT LA A

8.6X (1)

15.7% (3

reN \":" .

B

S Ty

s
K 3

om Teble 1

2i'c S EE

A

o
s%&tuet: eaLts
¢ {6a$)

-..-.-...-..-.

. "
AL e
wi

L]
o
.

P |

N

] sly dHLEE €7 nt.A.u' [ S POR
{[I}s dpaie, IfEL &7

; “gt h(, 33.2 L%

PAGE 2 OF 18

EE N TR BE IR

1

SOGRE
; - (ELECT. ANO €AS)

esissasnvshsicaca

3.5 )

L1}

16.0% (2)

18.0% (2)

Iatts: 'Io!o! DSI' \M:h refers 26 all osn ptogra- experditures, mrmtly suthorfzed plus incre-ent-l, and "orogrems subject te

PR

(1) 1he sanfwm dollar Incresse fn expenditures is 30X of the total ex ftures for resourte progrms (page A 2 of Appllcnlun ?0 M OIH .
Utitity Incentive Propossl end Retewmsking Iwplesentetion). pm? R

ril l'

e

(2) foc Incrementsl programs only.' WE does mt I'm-e tlexibility \o Imtem experditures for currenl progrua suthotited in b, 86 0‘?‘06!.

€3) Southern Collfornis Edison ¢
spplicatfon $0-04-038 for th

el L’

[SrR Y

o

peclormence per!

"dods no\ lmne ﬂulblllly 1o fncrense progr- expenditures sbove the levels estsblished In tdhcn'

Rk
29 €U 524 CETIE[ LSER 0§ 2FAT w0 $ALE[ COHEEY AR{ER wog b gge i

¢ »beg
g XIGNE@&V

£
o

an

ser e o

Yoo

"R 32 HEO~YOT06°Y

s

S3/WID/ LY

wyr ¥
i,

-

e



38 , B , . PAGE 3 OF 18
SUBJECT AREA 31 SMARENMOLDER [WCENTIVES AND PENALTIES _ TAE 3o REVISED JAY 11, 1990

PROPUSED SNAREMOLDER INCENTIVES AND PEWALTIES .
. PROGRANS )

(EXCLDIXG COST PLUS

R A I IS TSI S RN I L, 3 . ) ) 3 )

LU TN e vivs ;g;xg;gff,ml&ll CALIF EDFSON -“-:c. SOUTRERN CALIF @AS <:3:{17, %) ju £ spgte ¢
(ELECT. AWD ‘GAS) (ELECT.) 2D e e . L (ELECTLY

{3 1 0. o . o . CoIRTy Srptedsssdecaad iy EE P L L L R T Y P P TR IEs .uu.r.-:,f 1£s§f.t.iw's,-,:§!-.—.: tdel diatintiliee

T _ VARIASLE RATE OF o

34T DTt iy ey 5 SRARED SAVINGS . isifno)e AMORTI2E0 . . RIE‘II.RI (_:!!!_.CE‘_PI ) SHARED Sl\"lm (4))

R ShorTNIEE 0 AN 42 0F Of £3 8 €00E[ et E0L62 {u ACae C8 Dootit eoqd LIRS BRI S S i

10TAL 1991 EXPEWOITURES SUBJECT ‘ 15.4 12.3
TO_EARRINGS/PERALTY (Milllons of
1990 dollers) < . o s g

TOTAL WESOURCE VALK (Uifecyele,
af{ifons of 1990 dotlers) -

FET RESGURCE VALUE, TRC (Lifecyets,
nitlfore of 1990 dollers)

NET RESOMCE YALUE, UC{Lifecycls,
x{llions of 1990 dollers)

EXPECTED EARNINGS (Lif te)t
Nililione ef 1990 Oollers
X of Totel Experditures -
X of Totsl Resdurce Yolue
X of Mot Resource Velue, IRC
X of Net Resource Value, UC

FAX UM EARRINGE (Lifecyele), -
EXCLUDING FLEXIMILITY T0 | t
Hiltions of 1990 Dotlare
X of Totel Expend{tures
X of Total Resource Yelue
X of et Resource Yelue, TR
X of Net Resource Yalue, UC

MAXTMM EARNINGS (L{fecycle),
INCLUDING FLEXIBILITY 10 INCREASE
Nillions of 1990 Dotlere
X of Totel Expenditures
X of fTotel Resource Yatue
X of Net Resoucce Yalue, fRC
X of Met Resource Yalue,

MAXINUM PENALTY FROM 1991 PROGRANS
(Rilllons of 1990 Dollars)
Penelty o8 X of expenditures

R .
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| "T® 39 pED-Y0~06"Y
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45.5 32.6

0.7 2.1
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IUIES:':foh{ Resource Yalue® refecs to ‘the Uifecycle vatue(load reductions times svolded costs), without subtracting costs,
Olper‘d ure

tource o epthe U 16 isplemented as expected (f.e¢, expected
evels '3 etle on}. PRI
"Net Retdurée Yalue, uc’:p::fenp. P

IS AN N T S
to net program savings besed on the fotal Resource Cost test (total resource velue mloum total coats, utility and participent);
shareholder earnings excluded.
"Net Reyource Yatue

UC" refers to net progrem sevings besed on the Utility Cost test (total resvurce velue minum utilley proyr'- costs)y shareholder earnings exeluded,
OTNER WOTESS h Includes {1ghting portion of non-residenti ncent

sl new constructlon program, which {s subJect to same § ve mechauism 2% retrofit resource progrems.
Ooes not Include other new construction programs, -
{2) Post tex esrnings,

(3) Meximm rewsrd allowed for 1991 1 35 millfion, regerdless of expenditure Level.
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SUBJECT AREA 31 SHAREMOLDER INCENTIVES AYD PEMALTLES
TAMLE 3-8

SUMMWRT COMPARISON Of SRARENOLOER EARMINGS/PEMALTLES FOR ALL PROGRANS
(BASED O PROPOSED EXPEWDITURES FOR 1991 PROGRANS)

“T® 39 pgO0=v0-06°Y

o SOUTRERR CALLF SOUTNERR CALTF _
.. polE EOFSON GAS ~ Socle
LELECT, AND GAS) CELECT.) (6AS) (ELECT. AND GAS)

ewvbesssbonnnbabe sbebbeiseminn . tessissbeasresin

srARfe SAY{RES PROGRANS: Liet gt . i .

Total Expendituces (mitliors of 1990 dollars)  ~ A EEANEEDIUEEE AR 1 S T T AT T L X))

€xpected Earnings {lifecycle) (wllliorm of 1990 dollers) - R A R A R X))
Earnings o2 X of Expenditures 66.2% 23.5%

SI/WID/ LY

Vol iR L

AORTIZATION PROGRANS ¢ P ta o
Totel Expenditures (slllions of 1990 dollers) LS 7/ AR
Expected farnings (lifecycle) (aillions of 1990 dollars) .
Esrnings ss X of Experditures. . /A

YARJADLE RATE OF RETURN CONCEPT PROGRANS 1
Totel Expenditures (wlllions of 1990 dollers)
Expected €ernings (iifecycle) (nillliors of 1999 dollers)
Eernings os X of Experditures

>
o
g
& 7
0
n o
H .
LEL -
w.

COSt PLUS PROCAMRSS . . EEioac s s o
totst Expenditures (mliifors of 1990 dollars) - ’
JExpécted tarnings (11fecycle) (mitiions of 1990 dollars)

Earningd os X of Expenditures : S e

AL PrbdGanesi © S T .-
‘ Totel Experditures (alllions of 1990 dollcrn;” L
‘tmm? tecnings tlifecycle) (atllions of 1 dollers)
_Earnings as X of Expenditures

ATELETTTR TR TEIRSTERRVRETIN

WOTES:
. (1) INCLUDES RETROFIT WD NEW CONSTRUCTION PROGRAMS.

(2) EXPRESSED IN NOMINAL DOLLARS.
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TIEITIRITTE srtenacesecaes SEARENOLOER INCENTIVES CALOAATIONS

PGLE (ELECT. AND GAS)

sbldécbsnintsdbobaninns

“I® 39 PLO-¥0-067Y

nsmct PROGRARS (SMARED SAYINGS) IRCERTIVES = 0.15 x (WET LIFECTCLE BEWEFITS). RESERENCED IM APPEWDIX A, PCRE-1 OF TRE APPLICATION (90-04-041).
S
.lllém rgarmcs srmms (P3$) MUst 85 XET FOR Ac PROGRAX 10 BE ELIGIBLE FOR INCENTIVES. : TNE MPS FOR RETROFIY 15 A ouomo oF so: 10 75%
il XeECLED WET DEWEFITS VRILE (MG WS F 5 lESlD NITAL AND COMMERCIAL WEW COMSTRUCTION PROGRAMS ARE 30X AND 25X RESPECTIVELY, LI
17 TNE PPE 1S ACHIEVED (TRE UPPER RANGE OF TWE DEADBAND FOR TRE RETROFIT PROCRAMS), THE INCENTIVES ARE CALCULATED USING ABOVE EQUATION. ={.i*

iy T
.

EWI"{&I‘"CE m {cost. ’I.U!)! IICEIII‘IES = 0,05 x (MU.!S SPENT). IEFEIEICED II APPEI)]! A, PGRE-1 OF TNE TME APPLICAIIM (90-04-041). _

R P S P O e Y T L R S T S R Y T IR A 50 i v

. xu{ [T ,»-:,v,”j.(._.--_ N ;2;;] EAY Y] e J j(<} lzf. oy

- ips MUST ALSD BE MET FOR :aunustmce PROGRARS 10 RECEIVE INCENTIVES. TRESE WPSs RANGE FROR 70X 10 80% OF EXPECTED, W\lsncnml. COALS, sucu AS WUMBER OF
Awlls. P lzsts, DIRECT WEATMERIZATION UMIES, ETC.. IF TRE MPS IS MET IME INCEXVEVE IS CALOKAIED AS ABOYE.

SI/WID/LUY

<y
T

£ 5

.

SOUTRERN CALIF EDISON (ELECT.)
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AMORTYZAT HON [9CERTIVES? NSORTIZATION WITR S-YEAR LIFE AND TAX NORMALIZATION. AEFERENCED 1N CRAPTER 3, sUsdection 11, A 11 twm 8,
SUBSECIION 1Y, OF TWE APPLICATION (90-0X-036).
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SUBJECT AREA 31 SRARENOLDER IRCENTIVES AMD PEWALTEES ' ‘
is s T . TABLE 3-C (CONTINUEO)

SMAREROLDER INCENTIVES CALCULATIONS

pace & OF 13

o : i
LR ot - P
Pt

,éi‘i':' A I T A - N S S PL P . ‘ R
SOUTRERN CALIF GAS (GAS) - pefERs 10 APPEWIX A, &, AWD € (PACES 1247 10 11-13)
PP S e S XX TE R A . i P - PP N
: - EI S S S RS EER I SRR S
INCEMTEVE WILL BE 166X OF PLANNED PROGRAR (OSTS, PROVIOED TRAT 100X OF PROGRAM GOALS ARE ACHIEYED AND ACTUAL COSTS EQUAL PLANNED
COSES. 1F 100X OF PROGEAM GOALS ARE ACRIEVED AT LESS TRAN PLANNED COSIS, SOCALGAS WILL COMTINUE 1O EARM 16.6X OM ACTUAL VARIABLE

COST FOR EACH ADOBTIOMAL UMIT INSTALLED.
WEV CONSTRUCTION? _ UTILLIY IRCENTIVE EARRINGS VItL BE EQUAL [0 12X OF PROGRAM COSTS,

saseédinedddatinn i

TR 39 pLO~¥0-06°Y

. - : : A S N S A O R PP
OIRECT ASSISTANCE AND * - [NCENTIVE EARNINGS WILL BE EQUAL 10 5X OF PROGRAX COSTS WITR THE EXEEPTLON OF MOMDISCRETIONARY DIRECT ASSISTANCE PROGRAM ELEMENTS.
ENERGY SERVICES: .
isdsiksizass - .
i 2 B P i S
PLANWED UTILITY INCENTIVE & PROGRAN DESIGN COST: .
TAE PLANNED UTILLTY INCERTIVE (PINC) 1S 16.6% OF TRE T0TAL FIXED & VARIABLE €OST (1FVCOST): PINC = 0.166 * 16vrOst » L _
WWERE: - THVCOST = IME SUM O PLANNED FINED AMD YARIABLE COSES NECESSARY TO ACWIEYE TWE PLANNED UNIT GOAL. THEREFORE, PROGRAM DESIGNM COST (00T 15 EQUAL

10 1.166 11MES TOTAL FIXED & YARIABLE COSES (TFYDOSID:  DCOSY = 1,165 * TFYCOS]
ACTUAL UTILIY INCENTIVEL o e AT

evenddbbasdeBbhosbitasaies - . o

TPE ACTUAL UTILITY INCERTIVE (AIBC) RECEIVED BY SOCALGAS IS A FUNCTION OF THE ACTUAL DSM UNITS ACNIEVED (UNITS) ANO ACTUAL €OSTS (ACOST). TEIS RELATIONSAIP

CAN BE EXPRESSED AS FOLLOVS: AIEC = (UPYNT & UMITS) - ACOST - WHERE: UPITNT = TRE PATMENT RECEIVED BY SOCALGAS FOR EACR DSK LMIT ACRIEYED, IRCLLDING

FIXED AND VARIABLE PROGRAN COSTS AWD UTILITY INCERTIVE. AMD: UPTAI = DCOSI/GOAL  GOAL = PROGRAX GOAL 1IN WPEER OF DSH LNETS, SUCK TRAT: AINC < OR = PINC
HE TR B S R . B ] ‘ ’

1 i
.
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INCREMENTAL EARNINGS LINITATION: o
‘-60-a‘l‘j-j-bv.ja-..\..oo.--Ah--dll--‘-' -

CWCE THE ACTUAL UTILITY INCENTIVE (AINC) 1S EQUAL TO TAE PLANNED UTILETT INCERIIVE (PINC), ANY INCREMENTAL UTILITY (NCENTIVE EARNINGS (11XC) AND TNE
INCREMENTAL UTILITY PATMENT ({UPTNT) RECEVED BY SOCALGAS FOR EACH ADOITIONAL DSX UNIT ACRIEVED ARE BASED OM THE PLANKED FROGRAN VAAIASLE (OST (PVLOST)Y
WHEN: AINC = PINC T CTNENS ARG = TUMITS ® PYCOST ¢ 0.146; AMD, , WHEREs [UMIT§ = INCREMERTAL OSM UMITS ACAIEVED AFTER TRE PLANNED UTILIIY
lng:!;g mlllsmlt:l EARNED. THIS FEATURE SIGNIFICANILY REDUCES TRE POTERTIAL FIMANCIAL BEWEFIT TAE UTILITY CAX GAIN BY EXCEEDING PROGRAN GOALS OR BY
UNDER - ] « . L A . _ -

L dbea
g XIOGNTILY

I

SOGLE (ELECT, AND €AS)

sebsambssnsbesbasbbede

reSOUReE PROGAANS AND WONRESIOENTIAL NEW CONSIRUCTION LISATING:
INCENTIVE = 13.5X OF WET IRC YALUE + (OR =) COST WININIZATION ADJUSTRENT,
COST MININIZATION ADNUSTMENT = (CHANGE {8 $ UIILINT COSTS/UNI) OF ENERGT SAVED) * 20X * (ACTUAL UNITS OF ENERGY SAVED),
CVMERE:  CMANGE 1N $ UTILITY COSIS IS TRE WET CHANGE 1 ACTUAL PROGRAN COSTS AND CUSTOMER INCENTIVE PATMENTS PER UMIT OF ENERGY SAVED MIWUS 1RE
ST pRESSPECIFIED RATIO OF UTILLTY COSES/AMIT OF EWERGY $SAVED, . _ ' T
NO INCENTIVE WILL BE PROVIOEO UATIL A MINIMIN PERFORMANCE LEVEL IS MET, - TRE MINIMUMS ARE CALCULATED AS A PERCENTAGE OF NET TRC VALUE FOR EAUN PROGRAN.
‘ ‘{%‘%m,i;nzsglllu PERCENTAGE FOR RETROFIT RESOURCE PROGUANS 1§ S0X; (HE 1991 MINIMUM PERCENTAGE FOR WOM-RESIOEMIIAL WEW CONSTRUCTION ° °
* {

NEW COMSTRUCTION PROGRAMS INCENTIVE = 9% OF 107TAL RESOURCE YALUE (PRESENT YALUE OF LIFECTCLE BEMEFINS),

sebesatassessssibBssscanns

. OIRECT ASSISTANCE PROGRAN: INCENTIVE = 5% OF EXPENDITURES ON QUALIFTING u’Aﬁhr#.

C assmmsssdssesssbisiaccaisa ;] i
%0 INCENTIVE VILL DE PROYIOED UMTIL A MWININUM MUMBER OF UNITS ARE VEATHERIZED. THE KINIMM FOR 1991 WILL BE DETEAMINED AT TRE EWD OF 1990 AWD WILL BE
BEIVEEN 0X AND 20X Of INE 7,000 UNIT TARGET FOR 1991,
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-‘-iilllfl“' _.:‘7.1 bR S ) P )"“.,;,' ,,—‘_;—2::""“_,‘7__1( (’, l! et
' S l_r nss m nowm Mi IOI Acu(mo (lMl swo "Of DEADENNG FOR RETROFIT PROGRMNS) THE PERALTE 1€ FACIGY A pouaes
‘num = 0,15 x (N{N A nlfom,gcg STANND 2 ACTUAL " Crsl1T(ED WET SENEFITS){ « REFERENCED 1N APEWIX A, PGRE- 4
oF 1nt muuuou UL R BT PSS VR CiTed Lo kRIRIN SAREDY

IO PEIM." IS IWOSED lf Illlﬂl "PERTORMANCE STAMOARDS ARE NOT ACHIEVED,

-.z‘

mrm RECRANISH FOR ARORTIZATION PROPOSAL t PERALYY PERCENTAGE = {0.75 - SUCCESS RATE) / 0.55

fnultr mctmeé ls APPLIED to xtmo eoum emmcs Tt AMORYYZAYION ACCOAT, ¥ success JAIE 1S GREATER TAAN 20 PERCENT, ~Covd ovyi 2 ox £y
TOE AT RUARNEA ¥ P
1F SUCCESS MATE ls LESs TamN 20 PERCENT, TREN PENALTY nmnm 1 mu:o to mtmu o( ncoaoso‘ EQUITY EARNINGS o ﬁmnuj_lg psshi 'fff!ﬁe iy

[ OR A PXE- mcmeo FLoR AT SEIEEIL T CRIEAD fazeifir {#InI y.c gt
RIS mmn |s uuomm- FoR AN wtammo PROGUAN, T#E coum tmms TAAT WOULD RAVE BEEN EARNED ARE FORFEITED.
:frtma cnmn t, usecml u of ine muunu. R : 1

MIFIED tmm nnrm !CWIS“.
. IF IK SK‘CESS IAIE fom A nomn nus BEI.W 75 Pt!t‘!ll, HlE S Piltill INCENTIVE FOR TPE PROGRAX 1S FORFELIED,

mtmm cwm & suustcnou |||. Ve e

irzms 16 Ansmn A, 8, MO C (PAGES §1-7 10 11-13) . . o
| Mo, seE ABOYE TABLE 3-C SWAREMOLOER ucmms rmas 1RAT APPIJ IO rzum mcu.Atlous IOO.

77 SOGRE (ELECE. AND GAS)

sssdetisbiosasssnsaass .-

- FESCURCE. PROGRATS AND JOH-RESIDENTIAL v co-smxnou usnmc-
PERALTY = (WINIMUN PERFORMANCE TARGED TRC VALUE  ACTUAL PERFORMANCE TRC VALUE) * 40%
.. WEV CONSIRUCTION PROGRANS:  BO PERALTY PROVISIONS T
DIRECT ASSISTANCE PROGRAM: WO PERALTY PROVISIONS T
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e
SUBJECT AREA 33 SHAREMOLOER INCENTIVES AND PENALVIES TABLE 3-E ]
OTNER NOTES OM SRAREROLOER [NCENTIVE/PENALTIES

QUESTIONS: i. EXTENT TO WHICH INCENTIVE/PENALTY APPLIES TO ALREADY AUTMOR|ZED?
T 50 2y CAN SRAREHOUDERS RECEFVE INCERTIVE AMD PENALIT IN SAME TEAR?
Yy ) ARG AR 3. S ltm. or Auumuso upzmnunzs Al WMICR INCENFLIVE PAYMENTS BEGIN?
peed (eCRér) Mo bady: IR R s s ar
sbdsbisdribosnvivaden L AL 2 evie, pirg
1. OF TNE $102,8 NILLION SUBJECT 1O TRE INCEMTIVE/PENALTY MECRANISN, $81.4 MILLION WAS AUTHORIZED 1N THE 1990 cnc m $21.4 nlluou IS INCREMENTAL,
2. YES, TRIS CAN OCCUR, NINIMM PERFORMANCE STAWDARDS ARE SET EOR EACH FROGRAM. THOSE PROGRAMS FOR WVHICA THESE STAMDARDS ARE ACWIEVED VILL SECELVE
- JWCENT(VES, " TnOSE PROGRAMS WWERE TWE STANOARDS ARE ¥OY ACRIEVED WiLL BE IMPOSED PEMALUIES.
3. IncERTIVE rinﬂts ARE WOT DEPENOENT OM OVERALL GOULARS EXPENDED, - INCENTIVE PATRENTS BEGIN VHEM TKE ESTABLISNED lllllll.ll rtummct STANDARDS ARE MET.
TAE MINIPRI PERFORMANCE STANDARD FOR EACN PROGRAM (EXPRESSED LN TERM OF X OF ANWUAL GOALS) 15 SHOMM AS FOLLOWS:
1991 PROGRARS :umuq nnmmtce STANDARD ron ucmm PATHEXRSS
o EIA ENERGY WGHT uctmvts
SO NEW CONSTRUCTION ©
RES WEW CONS[RUCTION
RES APPLICANCE EFFICIENCY .
CIA ENERGY MGMT SERVICES X (75X FOR COMMERCIAL)
RES ENERGY MGNT SERYICES T : 80%
SUPER EFFICIENT MOMES
17 oy OIRECT ASSISTANCE ‘ A o .- .
Y S : el T

mneuuureolsa (ELECT.) R S O S

L 3 . X 3 X .
l. ﬁfl{'."u’f’ zll n;;uouimmt 10 TRE INCEMTLVE/PENALTY MECRANESH, $32.8 NILLIOM MAS ALREADY BEEN AUTHORIZED IN TNE 1988 GRC OECISION AW $30
S INCNEMERTAL,
2.A. ;. Em.uo- PROPOSALE AFTER TKE [NITIAL PERFORWANCE PERICD, AS DEFINED 1N ATTACHMENT 5-A TO TME APPLICATION, IT MAY 8t POSSIBLE FOR EO|SON
- .. 1O ACCRUE EARNINGS AW SIMATANECUSLY PAT A PERALTY FOR TRE REMAINDER OF TNE AMCRIIZATIOM PERIOD
..’ MOO1FIED EXPENSE-RELATED PROPOSALt TWE INCEMTIVE S IRCLUDED 1N RATES, AND ACCRUES DURING THE unm mfamm PERIOD oMLY, ANT muur
WOULO BE ASSESSED AFIER TWE INCENTIVE ACCRUALS RAVE CEASED FOR A GIVEW PROGRAN, : e
3. FOR DOTA TWE AMORTIZATION PROPOSAL AWD TRE WIOIFIEC EXPENSE-RELATED PROPOSAL, INCENTIVES ACCRUE IMMEOIATELY UPON zmmme of AXY AUTRORIZED

mls‘
soumu ‘CALTE EAS (Ead)

asasssssbdsssssssnitocots

1. OF TNE $39 MILLION SUBJECT 10 TWE INCENTIVE MECRANISM, $28. 6 MILLION MAS ALREADY BEEI MJTHORIZED LN TME mo e otcmm A ﬂo.t nlulm ls
1RCREMENTAL: OF TRE $15.& MILLIOW SUBJECT 10 A PERALIY, $8 MILLIOM RAS ALREADT BEEN AUTHORIZED IX TNE 1990 GRC DECISION AND $7.4 MILLION §S INCREMENTAL.
2. YES. PROGRANS ANO ELEMENIS WITNIN PROGRANS ARE mlunco 1M IVIDUALLY,
3. INCEMTIVE PAYMENTS BEGIN WNEN TRE FOLLOVING BREAXEVEM POINT IS EXCEEDED.
RESOURCE PROGRANS BREAXEVER POINT

ssbasssasssadstne eassessasnsenns

- s_:’i'

HERSN

P

- RES. APPLICANCE 80X (EXPRESSED IN TERX OF X OF ANNUAL GOALS)
1HCL, PEAT REC, ’ ) 70% . .
in0. EQUIP REP. 4%
COM, SQUIP REP, T0X
WEATMERIZIAYION Fae
NEW CONSTRUCTION i 88X
DIRECT ASSISTANCE Tox

_ S0GLE (ELECT, ANO €AS)

essebssecssassnioniana

1. SOGLE'S PROPOSED INCENTIVE MECAANISM APPLIES ONLY TG THE INCREMEMTAL PROGRAMS INCLUDEOD LN IS APPLICATION. CURRENTLY AUTPORIZED PROGRANS ARE
INCLUDED 1X A SEPARATE INCENTIYE MECKANISM TMAT WAS AUTPCRIZED IN SOGRE'S 1989 GENERAL RATE CASE (0. 83-09-063).

2. INCENTIVES AWD PENALTIES ARE CALCULATED SEPARATELY FOR THE YARIOUS PROGRANS COYERED BY TNE MECMANISM, SOME PROGRAMS COULD EARN A REVARD WMILE
. OTPIRS A PEMALIY DURING THE SAME YEAR,

3. INCENTEYE PATMENTS DEGLN WUNEN MINIMUM PERFORMANCE LEVELS ARE MET AND ARE WOT OEPEWOENT ON EXPENDITURE LEVELS. FOR 1991, NINIAUMS ARE AS fml(h'S!
RESOURCE PROGRANS: SO Of NEY TRC VALUE,
NOM-RESIDENTIAL WEW CONSTRUCTEON LIGRT NG ZSI OF NET TRC YALUE,
NEW CONSTRUCTION PROGRAMS1 MINIHUKS,
OIRECT ASSISTANCE PROGRANS: IEI\EEI 2,900 AND 4,500 LOVW INCOME UMITS VEATRERIZED (EXACT WUMBER TO 8€ DETERMINED).
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cenesbeiasctanimdcsine

PESOURCE PROGRAMSS < (. .. . .

R I 07 g st -

1. COWERCIAL, 1MOUSTRIAL,
AGRICULTURAL REBATES

_‘cousm:cnm

- I -

RESIDERTIAL APPL 1ANCE
 ErEICiENct
ltsmmnm

- CONSTRUCT IO

R

EQUITT/SERYICES PROGANNST |
1. DIRECT ASSISTANCE

2. nes:mml ;o
SERVICES

3, commERCIAL, INOUSTRIAL
,.,Acglwumh

T SUPER EFFICIENT MOMES

en smflcis,

CCTAOLE &-110-
Pm DESlGl
‘f—; R RO

TYPE OF EXPENDITURES

Aesvtasshovadobosnsnsnbonasnnbbdrradidasdifonnrsndenaasnniinn
v N
x i ,.,

EAR

REBATES ARE PAID FOR RETROFIT El{lﬁ! !FHCIEII EWIPHE!I,
ADRIBISTRATIVE COSIS ARE ALSO IICU.DED- X T

CRERATES ARE PAID FOR EWERCY EFFICIENT EOULPRERT 1N NEV

RN

A nulmlcs mmsmmt eosrs ARE ALSO IRCLUNED.

>

PEBATES ARE PAID TOR RETROFET OF ENERGY EFFICIENT

APPLIANCES 1 HOMES, ADRIRLISIRATIVE COSTS ARE ALSO INCLUDED.

N T
g FIPER

B

" REBATES ARE ulo rm nmct tmcmn mum:es ll ‘NEw

|, MRS, AORIISTRATIVE COSTS MRE ALSO INCULED. . ...,

COSt OF VEATRERIZATION SERVICES AND MIGH EFFICVENCY APPllAlCiS
PURCRASED FOR LOW INCOME CUSTOMERS. ONLY EXPEMDITURES FOR

I MOR-B16-8 (WOM-RANDATED) JTEMS ARE INCLUDED FOR IRCEMIIVES,
© ADMIMISIRATIVE COSIS ARE INCLUDED.

ERE - .
; s . v

EXPENDITURES IBCLUDE COS!SAOF POME ENERGY SURVEYS AND OTNER
SERVICES PROVIDED, ADMINISIRATIVE COSIS LMCRUDED,

EXPENDITURES LUCLUDE COSTS OF
SERVICES PROVIDED, ADRENISTRATIVE COSES INCLUDED,
. P 3 P

A PILOT PROGRAX WITR EXPENOG]TURES FOR ADYANCED
TECHNOLOGLES IMSTALLED JU 28 SHOUCASE HOMES AND
ENSTALLATEON OF EFFICIENT VINOOWS 1IN laod ms.
ADMINESTRATIVE COSES 1NCLUDED,

TR B R T

f'? LR S ERNS FES

ERERGY SURVETS ANO OTHER ©  © °
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AUTRORIZED 1 1990 GRC BUT BAS CRANGED PROGRAM DESIGH

¢ ;. 10 MEET COLLABORATIVE.

SUBSTANTEALLY EXPAMOED SETOND GRC AUTRORT TED f(-ﬂ
COLLABORATEVE ,
E IO -'.fno- I
R 2 i FIC AT

AUTMIZED in lm (RC L 11} MS CM.IGED PROGRAN DESIGN

10 MEET COLLABORATIVE,

DAY Viie g b
L SUBSTARTIMLY Eﬂm I-E‘lm ﬂc AUIK'IIIED FoR
Cﬂ.llm"ﬂa R Ve Ty

:

g
o
(1o}
irs
o

i [ TSN

AITHORIZED 1M 1990 GRC BUT PROGRAN DESIGN MAS BEEN
ENRANCED 1O MEE! COLULABORATEVE.

AUTHORIZED 1N 1990 GRC,

" AUTHORIZED 18 1990 £2¢,

N L P

NEV PROGRAX FOR COLLABORATIVE.,

-
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A 0-04-034 ot Al.  ALJ/CIM/fs _APPENDIX_ B
A.90-04-034 et al. ALJ/CLM/fs o Epagéslz

‘Trableée 4
FORN

- # g :’E”‘“i“{)"‘r.;}

Progrin

Residential

Category 1 - Resourca Programs »
Appliance Efficiency Incentives (REMIP)
Conservation Loan WS | -
Conservation Loan App°

Category 2 - New Constructien
Welcooe Home - o ;

Category 3 - Direct Assistance & Energy -
Management Services :
Action Line
Dfrect Assistince
Energy Surveys -

Category & - Load Managenént
Res A/C Cycling -

n-Res
Category 1 - Resource Progranms
Agricultural Incentives
Comzércial Lighting -~
Non-Res A/C Maintenance '
Lg. Cormercial Energy Management Incentives
Lg. Industrial Energy Management Incentives
Med/Sm Cormercia) Energy Management Incentives
Med/Sa Industrial Energy Hanagement Incentives
Category 2 - Kew Construction
Design for Excellence’ ,
Category 3 - Direct Assistance & Energy Managesant
Services
Agricultural Services:
Hardwara Administration
Lg. Cormercial Enargy Managezent Services
Lg. Industrial Energy Managezent Services
Hed/So Commercia) Edergy Management Services
Med/Sa Industrial Energy Managesent Sarvices
Puzp Test Services
Category 4 - Load Management
é;i!A}gtsrrgg:;bia
ye
€/1 Off-Paak Cooling
Enargy Co-0ps
Interruptibles

DSHES0J. T4
00

* Expanded
: Unchanged
: Unchanged

%;Expandud

T”Unch;nged

Expanded
Unchangéd

- Unchanged -

Expanded
New

New

Expanded
Expanded
Expandéd
Expanded

Expanded

Expanded
Unchanged
Expanded
Expanded

© Expanded

anded
E:Ehanged

Unchanged
Unchanged
Unchanged
Unchanged
Unchanged
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A 90 04 034 et al
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SEMUBNTIA
APPENDIX B
Page 13

Table’ 1

BTATUS OF D8N CONSERVATION PROGRAMS
SOUTHERN CALIFORNIA GAS COMPANY
FROGRAM - I -

B

RESIDENTIAL 4
Category 1 - Resource Ptograns :
Residential Appliance Incentives Progran
Residential Weatherization Progran -
Category 2 - New Construction . = :
High Efficiency New Home Progran P
New & Innovative Multi-family Program .
Category 3 - Direct Assistance & Energy Nanagenent
Services.
Home Energy Audit Service Prégram
Information :
Direct Assistance
Master Meter

o
Category 1 - Resource Progranms
_High Efficiency Commercial Equipnent
Replacement Progran
High Efficiency Industrial Equipnent
Replacement Program .
Industrial Heat Recovery Progran
Category 2 - New Construction
High Efficiency New Commercial Buiiding Program
Category 3 - Direct Assistance & Energy Hanagcment
Services
Ccommercial Energy uanagenént services
Industrial Energy Managenment Services
Information

M = New for Collaborative

¥ = Expanded for Collaborative

D = Description of GRC program enhanced
U = Dnchanged GRC progran

© ETATUS

Described
Mew '

Described
New

Described
Unchangéd
Unchanged
Onchanged

Expanded

zxpanded
New

!xpanded
Unchanged

Unchanged
Unchanged
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SOGLE (ELECT. AND GAS)

sassmanbisdssadsiusnbrans
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ALL PROGRANS PROPOSED IN SOGRE'S APPLICATION ARE INCREMENTAL 10 l CURRENTLY AUTHORIZED AND UNDERVAY. THEY AbDlESS DIFFERERT MARKETS A
ACTIVITIES FROM TROSE §N ONGOING PROGRAMS. .
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1. APPLIANCE EFFICIENCT: PROVIDE FIRANCIAL m:mms 10 usml ENERGY, Imcim EQUIPMENT umlccufols A comcl! FLUGRESCERT L
2. wv cons’mxn&: ASSIST ARCRITECTS MO e-éums n uczeom IIIlE zt BILDING STADARDS, 5 é' 1
3. olrect lSSISIMCtt FROVIDE LOM INOONE cusmmé ASS!STAICE u nsnum ENERGY EFFICIENT rku:\ucti Mo’ scni&.éﬁns.
4. cusiomEr EIEIGI AUAREMESS! EDUCATE CUSTOMERS O sutnct smcim:vr TioucH ﬁmmsm, otmtsmuons, A tm'ans.;
. 5. CONCEPT TESIS: TEST €051 EFFECTIVENESS A Ano cuswnsu Accérmwe 6F wew noouctsnzcmodns mn mnl’mls A0 Low- nw
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assbrnessnnedes ,, PR S H N
b f, 4. ,j H ) M i

f. EMERGY WUUGERENT INCERTIVES:  PROVIDE FIRANCIAL ucmms R ;mmmm 6¢ mm EFFICIENT mzm-i (llG!hlG é‘mzs).

2. W casm.cnm CONDAXT DESIGN mmﬁ For Hew oiRsTRUCTION 10 mwm Mo 1PtovE _tusa’sr :mci;nc R
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SUBJECT AREA EFEECUIVENESS AND EXPENOITURES

P

R
bt 5 TABLE 3-%
i l.‘;'f 7 ‘
§S, EXPEMDITURES, ACCOMPLISHMENTS, AND SMARENOLOER EARNINGS

PR

1

(. ‘
| R .
8 bt cobt Ente

s i
CTivENE

D e I SR T S O T P
el otearog 2l

*Te 32 ve0-v0-06"Y

PROCESS

enbasibevbbbdoanindsbavdiabocbenciidésnracs weeves truseesasmbsevs ..5.55......-...55-.-..-d.-t.a-.-

.

EXPENDITURES: PCLE FINANCIAL RECORDS 1991 RESILTS (PROGRAM ACCOMPLISHMENTS, EXPENDITURES, AND SRARENOLDER
INCERTIVES/PENALTIES) WILL BE REPORTED |4 ANNUAL SUMRARY REPORT
% DERAND SIDE MANAGEMERT PROGRAMS (DUE MARCH 31, 1992}.

F

PROGRAN ACCOMPLISWMENTS:  PCIE PROGRNN RECORDS CPUC STATE VILL REVIEV ANWAL SURWARY REPORT 87 ALY 1, 1992 FOR 1991
Tt n . PROGRANS 10 VERTET RESULTS ANO ESTIMATED SWAREMOLOER INCENTIVES.

SI/WID/LIV

) S FarEoe o - DT LURE WAt a3y etg fesc o

, . T - il et - L, g ) Ty Slegt o Biats i ',A"'.".'!-’l"'ﬂ = X L R .

COST EFFECTIVEWESS: R STAWDARD ObSf-FFFECTIVENESS RAiE 2EdavERT GILL B RtouesTED IN ECAC AND ACAP PROCEEDINGS FILED
MEFAODOLOGT W1LL BE USED 1O in 1592, BATE RECOVERT WILU BEGIN 1993, - [ -~ [ " "7 o

CALQULATE PROGENY COST-EFFECTIVENESS Coettian g

BASED OK ACTUAL ANO COMMITTED PROGRAM

ACOOPLISHENTS AND EXPENDLTURES.

T

Ay N

R , ) I Y S
SRAREMOLDER INCENTIVES: PGLE VILL DEVELOP ESTIMATES OF INCENTIVES

P USING TRE AGREED UPON MEIRODOLOGY WITR
AR ACTUAL AMD COMMITIED PROGRAM ACCOWP-
LISHENTS, TRE CPUC STASF WILL VERIFY

TWESE ESTIMATES.

S8 XIANIdIY

L L 3 PV E YT

ot Torrh g

-

L N AL ' N

EEIZTSREEETTIARANE NSNS RENERERN ’ ° ) - . S , . . .

NOTES: 1RE PROPOSED PROGRAM ACTIVITIES AND SHAREROLOER [NCENTIVE MECMANTSM WILL COVER TWE FOLLOMING VIME PERICOSET . .-
PelEr  TPROUGH 19927 REVIEW EXPECTED (U 1992, FOR IT 1993 GRC

TROUGH 19937 REVIEW EXPECTED (¥ 1991, FOR §T 1992 GRC

TMOUCK 1992 REVIEW EXPECTED 1u 1992, FOR §T 1993 GRC

1AROUGA 19917 REVIEW EXPECTED 10 1991, FOR T 1992 GRC

LI
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SUBJECT AREA | 08 OF PROGA eriEctiviniés i exet
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VERIFICATION OF PROGRAN COST ERFECTIVENESS

SOUTRERN CALIF EDISOM

Ganinbobanbbitsatinin

CtTR 29 HE0-P0-06°V

. o ae cc-ba.-a..--Aa.a.a-..a.-i-...a-.‘.ais.

o&iiob‘i-.-.-l.l-..-.i..ii.i.bi.b-i---.----.--o---‘a ............ “e

EXFENDIILRES? EOISON FIMANCIAL RECORDS 1990 AWD 1991 RESWLIS WILL BE REPORTED 1N THE ANMUAL SUMMART REPORT
i OF DERAMD-SIDE MAXACEMEN] PROGRANS (DUE MARCK 31, 1992).

16 ANNUAL SUPPART REPORT BY MY 1, 1592 FOR 1991

PROGRAM ACCOMPLISWENTS:  EDISOM PROGRAM RECORDS CPUC STAFF WILL REY _
PROCAANS 10 VERIFT RESULTS AMD ESTIMATED IMCENTIVES.

S3/WID/ LIV

o Gl , o L .
COST-EFFECTIVENESS: SAVINGS INPACTS ARE BASED OM PRE- "'t COST-EFFECTIVENESS RESULTS ARE PRESENTED IMITIALLY IN THE GAC AND
X AGREED SAY,IlGS BY MEASURE. ) co UPDATED (N TRE ANMUAL MARCH 31 REPORT 10 THE chuC,

€ Ll - s Y} failiic:

AVOIGED COSTS ARE DETERMINED - - - !
USING CPUC STANDARD COSI-EfFECT-
.{YENESS METRODOLOGY VIIR €01S0M
ESTIMATED MARGINAL ENERGY AwD °

. CAPACLITY 00STS, .
€y BRMCIEIT LT '

91 :9beg
g XIGNZLAVY

) ) K o g St . . IR i g- ) ) . N
SRARENOLOER INCENILVES: SRAREROLOER INCENTIVES AW ° e nﬁum{ug OF ED1SON'S 0SM PERFOTMANCE MECKAX(SH AND 1NE
PERALTIES VILL BE CALCWATED AS RESULTART PERFORMANCE NMOUMT VILL BE SET FORTR. IN. EDESOK'S AMMUAL
SEY FORTA 1M TNE PRELIMINARY EVERGY COSE ADJUSIMERT CLAUSE APPLICATION. . A
. SIATEMENT SECTION "DEMAND-SIDE s e
MARACEMENT ADJUSTMENT (LAUSE® :
OF EDISOM'S TARIFES.

.
T

lltt.t‘Itltl‘ill!"li!t’t’!‘

WOTES:  1RE PROPOSED PROGRAM ACTIYVITIES ANO swsno%gu INCENTIVE MECRANISH VILL COVER TRE FOLLOVING 11%E PERICOSS
potes  TRROUGH 16927 REVIEW EXPECTED 1N 1992, FOR eI et o L .
$CEL FRROUGA 19913 REVIEW EXPECIED IN 1991, fOR 37 1992 GRC R
$£61 TRRQUGH 1992; REVIEW EXPECTED LN 1992, FOR IV 1993 GRC . -
SOGBET  THROUGR 19913 REVIEY EXPECIED 1N 1991, fOR T¥ 1992 GRC ’
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SUBJECT M!GA‘_'.?! !‘Ellflﬂ_tl;ﬂt . n?amsemcnm:s AD EXPEND]IURES -
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, AGREED SAVIRGS BT MEASURE, . AVOIDED A VILL BE URDATED 1N THE ANWUAL MARCH 31 OSX REPORT 10 TME CPUC.~

Soveoaidy 1 it pESOURCE VALUES ARE PRE-DETERMINED ;
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EXPECTED START DAYE
FOR IPLEMERTING D€
INCREMERTAL AUTNOR]ZED
EXPENDRITURES

EXPECTED START OATE FOR
EANNENG/PENALTT MECRANTSR

EXPECTED DATE (AND
FROCEEODING) WWEN RATES
YILL BE ADJUSTED 1O
REFLECT CRARGES 18
PROGRAM EXPENDITURES

EXPECTED DATE (AND
PROCEEDING) WMEN RATES
VILL 8E ADRISTED 10
REFLECT SHAREPOLDER
EARNINGS/PERALYY
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TIRIRG AW PROCYEDINGS FCR RATE CHANGES DUE 10 1990 PROGRAM EXPENDITURES AND SMARENOLDER EARNINGS/PERALTIES

PoLE

PCLE DOES MOT REQUEST
INCRERENTAL OSM
EXPENDITURES 1N 1990,

o JwE 20, 1990, INE
CPUC AUTRORIZED AN IRTERIN
ACCOUMT FOR TRACKING 1990
PROGRAN EXPEND ITURES AND
ACCOMPLISWENTS FOR FUTURE
SWAREROLDER INCENTIVES,
PENCING CPX DECISION ON
TS APPLICATION,

JAN 1991 (PGRE APPLICATION
0. $O-04-043) FOR CRANGE
1N PROGAAM EXPENDLTURES,

AR 1992 (ECAL) Mo

CRPRIL 1992 (ACAP)

FOR 1990 PROGRANSY

SLARENOLOER EARNINGS/
- FERALTY,

SOJIHE!I Ullf EDISO!

Presreniecinns e ane

FIVE OAYS AFEER TNE
COMMISSEON DECISION Of
EDISON'S APPLICATION
O, 90-04-035 15 1550€D,

FIVE OAYS AFTER IrE
COMMESSION DECISION OM
E0ISOM'S APPLICAYIOM
w0, 90-04-036 15 1SSUXD.

INE UMITEAL RATE CRANGE
WILL BE JAMUARY 1, ¥591
I CONAMCTION VTN TRE
RATE CRANGE IN EOISOM'S
ECAC APPLICATION FOR A
JAMUARY 1, 1991 REVISION
OATE, susszoumu,
RAIES WILL BE ANUSIED
FOR CHANGES 1N FROGRAM
EXPENDETURES IN IPE
COMPANTIS GRC PROCEEDINGS.

RATES YILL BE ADNSTED 1O
REFLECT IRE APFLICATIOM
OF THE DSM PERFORRANCE
MECRANESM IN THE COMPANT!S
ANNUAL ECAC APPUICATLOM,

sou:mn uur GAS

ASAP AFTER DECISION ON
TVE AFPLICATION,

-

ASAP AFTER DECISION ON
TRE APPLICATION,

1074790 (1990 ACAP)

109791 (1991 ACAP)

SOGLE

AS SOOM AS POSSIBLE
FOLLOMING 1SSUANCE OF A
DECISION 8Y INE CPUC ONM
SOGRE'S APPLECATION,

DATE OF CPUC DECISION,

6L 9dbeg
g XIANZdIY

FAY 1993 (ECAC)
OCT/NOY 1991 (ACAP)

JAR 1992 (1992 AVIRITION)
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alitione of 1990 dotlers)
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X of Totel Resourte Velue
X of Met Resource Value, 1€
X of ¥et ftesource Value, UC

MAXIMUM PERALTY FROM 1991 PROGRAMS
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Peralty as X of expenditures
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Im:;a *fotel Resource Value® qun to the tlfecyc‘lc velue{loed reductions times svolded cotte), without ubteacting coste, (f Implemented ot expected (1.0, expected

eéxperdituie tevels and expected pertiéipation),
*Net Aetource Yelue, TRC® refers to net program sevings besed on the Totsl Resource Cost test (total resource vatue minum totsl costs, uilll!r -ncl p.rtlclp-nn:

shafeholder esrnings excluded,
or- costs)) dmehldn mqun encluded,

*Net Resource Yalue, UC® refers to net program savings besed on the Utllity Cost test (toteal resource vatue mirmm wtility pr
OIMER NOTESS th) Inciudes Lighting portion of non-resldentlal new ¢onstruction program, which {s subject to same Incent
foes not Include other new comtruction programs,

{2) Post tax esrmings,
(3} Menimm rewerd sllowed for 1991 1a 85 alllion, regardiess of expenditure Tevel,

tive mechonism as reteofit resource programs,
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TADLE 3-8
SUBARY COMPARISON OF SWAREMOLOER EARRINGS/PENALTIES FOR ALL PROGRANS
(S!ASSD ON PROPOSED EXPEWD1TURES 5@ 1991 PROGRANS )
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tnmlnit s X4 !wltwn MIA
A ,iz' :
VARIABLE u‘ls a PETORN Ccutsn PROGRANS :
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SRARENGLOER INCENTIVES CALCULATIONS o
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SOUTRERN CALLF GAS (GAS) + REFERS 10 APPENDIX A, B, A € (PACES 11-7 10 11-13) &
ahsbondvarsasssdblvontan
w
RESOURCE PROGRANS S INCENTIVE VILL BE 14.([%;' PLANNED PROCRAN COSTS, PROVIDED TRAT 100% OF PROGRAM GOALS ARE ACNIEVED AND ACTUAL COti: EQUAL PLAED &
COSES. IF 100% OF PROGAAM COALS ARE ACRIEVED AT LESS TNAV PLANNED COSTS, SOCALGAS WILL CONFIWE 1O EARN 14,0 9% #CTUAL VARIABLE o
€051 FOR EACH AODITIOMAL LMIT TWSTALLED. o
NEU CONSTRUCTLON: UTILITY INCENTIVE EARMINGS VILL O €oual 10 RO %oF proGaan Costs., -
OIZECT ASSISTANCE AND INCENTIVE EARNINGS VILL SE £OUAL TO 5X OF PROSRAN COS1S WITH TRE EXCEPTION OF MOWDISCRETIONARY DIRECT ASSTSTANCE PROGRAN ELEWENTS,
ENERGY SERVICES: >
Gbeedatrbsbbsbnssbban Ei;
PLANNED UTILITY INCENTIVE & PROGRAN DESICH COST1 S
t----Allttdli-...tl.on--.-.-..‘-0.-.-00. - - b -
THE PLANED UTILITY INCENTIVE (PINC) 1S 14-0% TWE TOTAL FIXED & VARIABLE COST (1#veosT): pinc = 0.14  1rvoost ' . , tg*
WWERES TFYCOST w THE SUM OF PLANYED FIXED AWD VARIABLE COSES NECESSARY 10 ACHIEVE THE PLAWED MIT GOAL, THWEREFORE, PROGRM DESICN COST (DOOST) IS EdUAL J
101,14 TIMES TOTAL FINED & VARIASLE COSTS (1FVC0ST}:  DCOST = ] 14 * 1FvOOST ) rh
- “
ACTUAL UTILETT [MCERTIVER
dnsasdbicssasibisassbiradae -
TAE ACTUAL UTELATY DNCENTIVE (AI1NC) RECEIVED BT SOCALGAS IS A FUNCTION OF TNE ACTUAL DSN WNI1$ ACHIEVED (UMITS) AND ACTUAL COSTS (ACOST). TNIS RELATIONSHIP
CAX BE EXPRESSED AS SOLLOWS: AIWC = (UPTMT * UNITS) - ACOST MERES UPTNT » TWE PATMEN] RECEIVED BT SOCALGAS FOR EACE DSH UMIT ACHIEVED, INCLLDING -
FINED AN VARTABLE PROGRAM COSIS ANO UTILLIT INCENTIVE. AND: UPTNT = OCOST/COAL  GOAL = PROGRAM GOAL 1N MUMBER OF DSN LMITS. SUCH TRATI AINC < OR = PIRC o
) : - e
INCREMENTAL EARNINGS LIMITATION: o g
OWCE TNE ACTUAL UTILETY INCEWIIVE (AI¥C) 1S EQUAL 10 THE PLAMNED UTELITY INCENTIVE (PINC), ANY INCREMENTAL UTILIIY INCENTIVE EARMINGS (11wC) AND THE o0
INCREMENTAL UTILETT PATMENT (IUPYMI) RECEIVED BT SOCALGAS FOR EACK ADOITIOMAL DSM UNIT ACRIEVED ARE BASED Ou TRE PLANNED PROGRAN VARIABLE COST (PVOOST): 9
WENG AINC = PINC 4 TNENS  DINC » LUMITS * PYCOST ¢ (.14 AMD, WHERE: IUMITS o [NCREMENTAL DSX UMITS ACNIEVED AFIER TWE PLANNED UTILITY w
INCENTIVE 3AS DEEN EARNED, THIS FEATURE SIGHIFICANTLY REOUCES TRE POTENTIAL FINANCIAL BEWEFIT THE UTILITY CAR GAIN BT EXCEEOING PROCRAM GOALS OR BY O

UNOER-SPENDING.
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RESOURCE PROGRANS AMD BORRESIDERTIAL WEW COMSTRUCIION LICHTING:
INCEMTIVE = 13.5% OF WES TRC YALUE & (OR <) COST MINIMIZATION ADJUSTMERT, .
COST MIAIMITAVION ADJUSHRENT = (C 108 UTILLIY COSTS/UNIT OF ENERGY SAVED) ® 20X © (ACTUAL IMITS OF ENERCY SAVED),
WVHERE: CMANGE 1M $ UTILITY COSTS 13 THE NET CHANGE IN ACTUAL PROGRAX (OSIS AND CUSTOMER INCENTIVE PATMENTS PER UNIT OF ENERCY SAVED MIWUS TRE
PRE-SPECIFIED RATIO OF UTILITY COSTS/NIT OFf ENERGY SAVED, ) , )
WO INCERTVE VILL BE PROVIDED UMTIL A MININUM PERFORMANCE LEVEL 1S MEY, THE MINIMES ARE CALOMLATED AS A PERCENTAGE OF WET TRC VALUE FOR EACN PROGRAN,
FOR 1990, TNE MINIMM PERCENTAGE FOR RETROSIT RESOURCE PROGRAMS 1S S0%; THE 1991 MINDMUM PERCENTAGE FOR MON-RESIDENTIAL WEW Cons1RuCTion

LIGNTING 1§ 25X,

WEW CONSTRUCTION PROGRANS] (NCEXTIVE = 9X OF TOTAL RESOURCE VALUE (PRESENT VALUE OF LTIFECYCLE BEMEFITS).
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DIRECT ASSISTANCE PROGRAM: INCENTIVE = 5X OF EXPENDITURES ON QUALIFYING MEASURES.

Aass dBddsdNsdedoatsbasaded

¥O IMCENTIVE MILL SE PROVIDEO UNTIL A MINIAM WMBER OF UNMIES ARE VEATRERIZEO, In€ NINIMM fOR 1991 VILL OF DETERMINED AT TwE €D OF 1990 JwD VILL 8E
sEIvEEy LOX AND 70X OF INE 7,000 UNIT TARGES fom 1991,
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G. MITCHELL WILK, Commissioner, concurringi

We are formally réasseérting today, at the timeliest
possible moment, our determination to regain california's
international leadership in energy efficiency. We take that step
because energy efficiency remains our largest, cheapest and
cleanest untapped energy resource ~--and this staté and this
nation have never néeded that resourcé more,

Today's interim decision is the successful culmination
of work bégun in July of 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 mediation
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. 1In addition, these programs will
enable utilities and consumers to begin to confront the’
environmental challenges which lie ahead. The near-ternm 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 marks an innovative departuré from our
traditional philosophy of cost of service regulation, and our
reliance on utility profits as a function of energy sales, Fron
this day forward our utilities' profits will be tied in part to
their success in promoting energy efficiéncy. This type of "new"
requlation is just good common sense. Part of every company's
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success is tled to promoting cost-effectiVe measures which
stretch an energy dollar further. Our regulatiOn will now 4

~ reflect these basic goals.

All five of the Commissionérs 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
décades. But I wish particularly to commeénd my colleague
commissioner Eckert, the assigned Commissionér 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 Wilk
G. MITCHELL WILK, Conmmissioner

August 29, 1990 .
San Francisco, California




