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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STA
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Order Instituting Rulémaking én the
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Commission’s own motion to establish
rules and procedures governing
utility demand-sidé management.

Order Instituting Investigation on

the Commission’s own motion to , . _
establish procedures goveraning 1.91-08-002
demand-side managemént and the (Filed August 7,
competitive procurement thereof.

INTERIM OPINION
ON DSM TERMS AND DEFINITIONS, RULES FOR
FUEL SUBSTITUTION AND NEW CONSTRUCTION PROGRAMS

1. Susmary
By today's orxder, we adopt revisions to our proposed

demand-side management (DSM) terms and definitions and establish

rules for evaluating fuel substitution programs and new
construction programs. Our adoptéed rules and definitions,; as
modified by this order, are preésented in Attachment 3.
2. Procedural Background
In Decision (D.) 92-02-075, we issued rulés governing the
evaluation, funding and implementation of DSM programs and
associated shareholder incentives. In that order, we directed
parties to further discuss recommendations for modifying DSN terms
and definitions, includingt
o Recommended critéria for categorizing fuel
substitution programs as energy efficiéncy
programs, including récommended sources of

assumptions for testing their cost-
effectiveness.
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o Further refinementsfenhancements to

. -Measurement,and Eva uvation (M&E)

- definitions” and program sub-categories,
including DRA‘s recommendation to shift
utility end-use Résearch, Development and
Denonstration (RD&D) activitiés to the DSM
side of the companies.

Recommended definitions and/or criteria to
distinguish load management programs which
promote energy efficiency from load building
or load retention programs.

Identification of specific energy efficiency
programs that should be considered
alternatives to supply-side resources.

The Commission Advisory and Compliance Division (CACD)
conducted workshops on these issues on April 20-23, 13892,
Représentatives of the following organizations attended the
workshopst San Diégo Gas & Electric Company (SDG&E), Southwest
Gas, Pacific Gas and Electric Company (PG&E), Southern California
Gas Company (SoCal), Southern California Edison Company (SCE),
Sierra Pacific Power Company, the Division of Ratepayer Advocates
(DRA), the California Energy Commission (CEC), Natural Resources
Defense Council (NRDC), Toward Utility Rate Normalization (TURN),
. California-Nevada Community Action Association, California
instituté of Energy Efficiency (CIEER), Tecochill/Tecoégen, Inc.,
Ccalifornia Manufacturers Association, Proveéen Alternatives,
Technical Analysis Corporation, School Project for Utility Rate
Reduction, Audit Pro and Transphase Systems, Inc. (Transphase).

CACD prepared a draft workshop report and circulated it
to all workshop participants for comment. Comménts weré received
from PG&E, SDG&E, SCE, SoCal, DRA, CEC and NRDC. The final

1 As discussed in the prehearing conference held on April 3,
1992, the definitions reélated to end-use load impacts have been
moved to the Measurement and Evaluation workshops.
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workshop report was filed on June 22, 1992, and mailed to all
parties on the service list to this proceéding. The workshop
réport presents thé positions of workshop participants on all
issues and deéescribes consensus and nonconserisus positions on
specific languagé reévisions.

Per our diréctives in D.92-02-075, the assigned
Administrative Law Judge (ALJ) requested further comments on CACD's
workshop réport from all parties to this proceeding.2 Additional
comments weré timely filed by SCE, SoCal, SDG&E, PG4E and NRDC.3
Réply comments were filed by SCE and SoCal.

3. Discussion

Before addressing specific DSM terms and definitions, we
first want to congratulate all the workshop participants and CACD
for resolving most of the definitional issues via a nonadversarial
workshop process., MNost of the language modifications to DSM terms
and definitions that we adopt today reflect consénsus positions of
workshop participants. The workshop process also served an
important role in identifying remaining areas of disagreement, and
CACD did an éxcellent job of describing the options for our
consideration in its workshop report.

The workshop réport, along with parties’ comments,
describes in detail theé aréas of consensus and nonconsensus. As a
result of the workshops, several changes were proposed to
Appendix B of the August 7, 1991 Order Instituting Rulemaking and
Investigation, as wéll as to the DSN rules adopted in D.92-02-075.

2 See D.92-02-075, mimeo., p. 65} ALJ Ruling dated July 17,
1992,

3 DRA’s additional comments were filed in an untimely manneér,
and were not considered in our final deliberations over DSM terms
and definitions. We noté, however, that DRA’s position on specific
issues was déscribed in CACD's workshop report, and in DRA'’s
comments on thé draft reéport (see Attachments 1 and 2).




R.91-08-003, I.91-08-002 ALJ/MEG/f.s

Workshop participants also agrééd that it would be useéeful to
incorporate the adopted DSK térms and definitions into the
Reporting Requirements Manual.(mui).4 Rather than repeéat all of
the proposals in today'’s order, we havé appénded summaries of the
consensus and nonconsénsus positions in Attachments 1 and 2.
Attachment 1 presents consensus and nonconsénsus language proposals
for DSM terms and definitions. Attachment 2 summarizes proposals
relating to the cost-effectiveness indicators for fuel substitution
and new construction programs, and DRA‘’s proposal on RD&D issues.
3.1 Consensus Issues

As described in Attachment 1, workshop participants
reachéd general agreement on most DSM terms and definitions,
including lost opportunities, créeam skimming, resource valué,
uneconomic bypass, conservation and energy efficiency, information
programs, energy management services, weatherization retrofit
incentiveés, appliance éfficiency incentivés, direct assistance,
load management, load retention, load building, air conditioner
cycling programs, thermal enérgy storage, time-use programs, and
nost program element definitions.

We have reviéwed the consensus proposals for thése terms
and definitions, and find them to bé consistént with the policy
guidelines established in D.92-02-075. We therefore adopt the
proposed consensus language, with minor modifications. (See
Attachment 3.)

Specifically, we deléte referencé to particular programs
that may be subject to cream skimming. We agree with Transphase

4 The RRM was devéloped in response to our directive to
Commission staff in thé December 1986 PG&E geneéral rate case
decision (23 CPUC2d 149, 216). In that decision, we expressed the
need for réporting requireménts on DSM programs which were founded
on a common set of definitions. The RRM has been prépared by CACD
and DRA in conjunction with the major California utilities and
staff from the CEC.
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and PG&E that cream skimming can occur (or not occur) in any
program, and the definition should théreéfore be left ag geneéral as
possibla.’ We also delete the reference to *most Or many® hours
of operation in the definition of consérvation programs. We agree
with NRDC that the numbér of hours over which a consumption
reduction occurs should not be decisive in determining whether a
program counts as conservation. We agree with workshop
participants that the definition of energy efficiency should not be
modified further until the protocols for éx post measurement of
savings are moré clearly established.

We also agree with NRDC and Transphase that the
definition of load managemént programs should cléarly distinguish
those programs from load building, and add appropriaté language.,
In responsé to SoCal's comments, we modify the definition of
Residential Weatherization Retrofit Programs so that it does not .
preclude nonbuilding-shéll improvements that are implemented at a
" different time from building-shell improvements. We also agree
with SoCal that fuel substitution programs should not be included
under energy efficiency incentiveés programs, and modify the
conseénsus language accordingly.

However, we do not modify the definitions of load
retention and load building to éxplicitly exclude fuel substitution
programs, as SoCal requests. Rule 13 makes it clear that we
discourage utilities from pursuing fuél substitution programs with
a prédominantly load building or load retention character. In
addition to demonstrating that these programs pass the

5 We do not adopt the consénsus récommeéendation to réquire ]
utilitiés to include strategies designed to avoid cream skimming in
their requests for shareholder incentives or program funding. In
D.92-02-075, we specifically droppéd similar language from Rule 3,
and retocused the reporting requiremeants on strategies to capture
lost opportunitiés. (See Rule 2.)
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environmental and sourcé-fuél teésts described below, utilities
carry the burden of proof to demonstrate that the benefits of the
programs justify relaxing our focus on enérgy efficiency programs
(i.e., relaxing thé Total Résourcé Cost (TRC) test of cost-
effectiveness requirement). We prefer that any program with load
building or load reétention purposés, including ones with fuel
substitution characteristics, be includéd and évaluated under load
building or load reténtion program categories.
3.2 Ronconsensus Issues

In their comments and the workshop, parties identified
several areas of nonconsensus, including definitions and cost-
effectivenéss criteria for fuel substitution, the role 6f utility
vehicle-related activities in DSM definitions, cost-effectiveness
criteria for load building and load reteéntion programs, the
addition of certain DSM program terms and DRA's proposed rules for
RD&D. (See Attachments 1 and 2.) We discuss each of the
nonconsensus issués in Sections 3.2.1 to 3.2.5 below.
3.2.1 Fuel Substitation

Parties differ on whether the definition of fuel
substitution should be applicable to fuels othér than utility-
delivered electricity and gas. We agree with DRA that expanding
the definition of fuel substitution to encompass wood, meéthane,
propane, butane, liquid natural gas, etc. would léad to significant
difficulty in evaluating utility-proposed fuel substitution
programs, given current analytical constraints. At the same time,
we agree with CEC and others that our goal should bé to broaden the
definition to encompass all fuels, as analytical constraints beécome
less restrictive. Option 3 preséntéd in Attachment 1 répresénts a
reasonable accommodation of all parties’ concerns, and we adopt it
for our definition of fuel substitution.

All parties agree that fuel substitution programs should
be held to a different evaluation standard than other DSM programs,
becausé of the potential for fuel switching to result in
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environmental degradation or increased source-fuel consumption,
Accordingly, all parties agree to' a three-prong test that evaluates
the net impacts of e¢ach fuel substitution program ont (1) the
environment, (2) source-fuel consumption (in British Thermal Units
or BTUs) and (3) total reésource coésts.

Some parties argué that there should be threshold or
up-front standards for the environmental and source-fuel tests.
Others argué that proponénts should disclose the results of thése
tests and bear the burden of proof justifying funding for any
program that degrades thée environment or increases consumption of
sourcé-fuel. Someé parties recommend that fuel substitution
programs be requiréd to pass the TRC test with a ratio of 1.20 or
greater.6 Othérs argue that a standard of 1.0 should be useéd.
Parties also disagree over whethér the threé-prong test should be
rélaxed in évaluating fuel substitution applications in new
construction programs. (See Attachment 2.)

In Rulé 13 of D.92-02-075, wé clearly stated that a
simpleé screéning of fueél substitution programs based on thé TRC is
not sufficient. Rule 13 states that fuel substitution programs
*should reducé the neéd for supply without degqrading énvironméntal
quality." Therefore, proposals to establish a *"disclosure/burden
of proof" standard for fuel substitution programs that degrade the
environment violaté our eéstablished policiés. 1In calling for
workshops on definitional issues, we cautioned parties that thése
workshops should not become a forum for relitigating the basic
principles we established in D.92-02-075. (Id., mimeo., p. 28.)
The principlé established in D.92-02-G75 to promote fueél switching

6 The TRC tést measurées the net impact of a DSM program as a
resource option, based on the total costs of the resource. The
résults of the TRC test can bé expressed either as a benefit-cost
ratio or in terms of net benefits,
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only {f it has a neutral or benefictal effect on the environment is
sound public policy, and should bé upheld.

The goals of this Cémmission, utilities and customeérs are
also not sérved by impledénting fuel substitutlion programs that
increase source-BTU consumption of nonrenewablé resourcés. Even
without environmental degradation, it does not serve the public
interést to promote fuel switching that decreases the efficiency
with which California utilizes depletable resources. We theréfore
adopt SCE’s proposal to establish up-front standards for cost-
effective, source-fuel efficient, environmentally sensitive fuel
substitution programs. We agree with SCE and others that -
consistent standards should apply to all fuel substitution
programs, whether inténded for retrofit or for new construction
applications.

HWe reject proposals to requirée that fuel substitution
programs have a TRC ratio at or above 1.20. The additional -
environméental and source-BTU tests will enable us to makeé informed
decisions as to whether a proposed fuel substitution prégram should
be funded by ratépayers, without adding a higher TRC hurdle.
Moreover, DRA’s conceris about gas marginal costs aré being
addressed in our gas long-run marginal cost proceeding, |
Investigation (I.) 86-06-005.

Accordingly, we add the following language to Rule 13 of
D.92-02-0751

"FPuel-substitution programs, whether applied to

rétrofit or new construction applications, must

pass the following three-prong test to be

considéred further for funding:

(1) The program must not increase source-BTU
consumption. Proponents of fuel
substitution programs should calculate the
source-BTU impacts using the current
CEC-established heat rate.
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Theé program must have a TRC beneflit-cost
ratio of 1.0 or greatéer. Thé TRC test
used for this purposé should be developed
in a manner consistent with Rules 7-10.

The program must not adversely impact the
environment. T¢ quantify this impact,
respondents should comparé the
environmental costs with and without the
program, using theé most recéntly adopted
valués for residual emissions in the
Update."

We note, however, that workshop participants did not
explicitly address the issue of what baseline technology to use in
making these comparisons among fuel options. A similar issue has
been raised in other phases of this proceeding. For example, in
D.92-03-038, we required that the baseline refereéncé for
calculating energy savings under PG&E’s pilot bidding program be
the minimum standards equipment, not éxisting equipment.
(D.92-03-038, miméo, p. 54.) Our inclination is to adopt similar
requirements for fuel substitution programs. However, before
adding final language to Rule 13 defining the baseline reference,
we would like to recéive further comménts on this issue from
interested parties. Specifically, parties should comment on what
the baseline réference for fuel substitution programs should be
(e.g., existing equipment, minimum standards equipment, most
efficient available téchnology) and what sources of data are
available to implement théir proposal. Parties should include in
their comments specific language clarifying Rule 13 (as modified by
today's order) with regard to6 the baselinée reference. N

Comments should be filed at the Commission’s Docket
office and served on the appearances and state service list in
these proceedings within 20 days from the effective date of this
order. Reply comments should be similarly filed and served within
30 days from the effective date of this order. After receiving and
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reviewing thesé commeénts, we will provide additional guidance on
the appropriatée baseline réeference for fuel substitution programs.
3.2.2 Altérnative Fuel Vehicles

Several parties suggest modifications or additions to DSM
terms and definitions that would addréss vehicle-related activities
of the utilities. We agree with SoCal, SDG&E and others that the
appropriate forum for defining theé scope of utility involvement in
these activities is our low-emissions vehicle proceeding,
I1.91-10-029/Rulemaking (R.) 91-10-028. If wé detérmine in that
proceeding that vehicle programs should be connected to DSM
programs, wé cah adjust DSM terms and definitions at that time.
until thén, our adopted DSM Rules and definitions will apply to
stationary eénergy-using equipment.

3.2.3 New Construction Programs

Two differéent approaches to considering new construction
prograns weére preséntéed at the workshops. One was to tréat new
construction as a market sector (rathér than a program), with
corrésponding resource, equity, service, commercialization and
demonstration programs within that séctor. Under this approach,
each program in the new construction sector would be evaluated
separately, using the critéria appropriate for the program type
(e.g., using the TRC test for all resource programs). The sécond
approach would treat new construction programs as activities
designed primarily to support higher efficiency standards: Under
this approach, strict adherence to thé TRC test would not be
required for any individual component of the residential and
nonresidential néw construction programs.

Weé believe that new construction programs have a dual
purposet delivéry of resourcé value and support for new energy
efficiency standards. The cost-effectiveness criterion stipulatéd
to by DRA and PG&E reflects this dual purpose. (See Attachment 2.)
Under their proposal, the nonresidential and residential néw
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construction programs would each haveée to pass the TRC test as a
minimum threshold. This énsurés that ratepayers! investments in
promoting higher efficiency standards will still yield a réturn in
the form of reduced résource costs for thé programs overall.
Howéver, this requirement does not focus on maximizing the level of
net resouxce benefits in making funding deéecisions, nor does it
require that program elements or measures within the residential
and nonresidential programs pass the TRC test. 1In this way, DRA's
and PG&E's proposed critérion appropriately balances the dual
Objective of achieving both the resource beéenefits and the potential
béenefits of future highér energy efficiency standards, that should
bé inherent in well-designed new construction programs.7»-ﬂe
agreé with PG&E that new construction programs should also be
désigned to minimize lost enerqgy efficiency opportunities.
Accordingly, we add the following languagé to Rule 11t

"New Construction Programs should bé designed,
funded and implemented in a manner which
effectivély promotés the development of future,
higher etficiéncy standards by the CEC, as well
as the objectives of Public Utilities Code

§ 701.1. In conjunction with the CEC ‘
standards, utility Néw Construction Programs
should provideé resource bénefits in the form of
reduced demand to bé met by the utility
electric and gas systems. Utility Neéw ,
Construction programs should also bé designed
to minimize lost enerqgy efficiency
opportunities.

7 We recognize that fuel substitution programs that fail the TRC
~ test may be effective in promoting new CEC standards, However,
rélaxing the TRC test could also introducé perverse incentives for
the utilitiés to promoté noncost-effective fuel substitution in the
new construction sector, since by doing so they may be ablé to
increase their future market share. Thérefore, we will still
require that fuel substitution program eléments or meéasurés within
new construction programs pass the three-prong test described in

Section 3.2.1.
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*For each New Construction Program {(residéntial
and nonrésidential), the TRC test should bé the
primary indicator of cost-effectivéness for the
program as a wholé. Each program as a whole
must pass the TRC test} individual méasures or
program elements promoted by éach program neéeed
not indicaté TRC cost-éffectiveness. Howeéver,
fuel substitution activities in the new
construction sector must bé évaluated using the
criteria established in Rule 13. The
utilities' cost-effectiveness analyses should
be accompanied by sourcé-BTU and other
information that will be useful for CEC
standard-setting.*

3.2.4 Additional RD&D Ruleés

In its comménts to thé Order Instituting Rulemaking, DRA
proposed that thé funding and reporting of utility end-use RD&D bé
transferred to DSM budgets and reporting requiréments. During theé
workshops, DRA modified its proposal: Instead of devéloping
funding linkages betwéen end-use RD&D and DSM budgets, DRA now
proposes that rules bé adopted to establish such coordination.

(See Attachment 2.) )

We agreé with SCB, SoCal, PG&E and NRDC that this
proceeding is not the appropriaté forum for defining RD&D
objectives and priorities for the utilities, or for defining the
purpose and activities of the CIEE. DRA’S proposed Rulés 30-32
attempt to do just that, and are theréfore rejected without
prejudice. The types of RD&D policy and definitional issués that
DRA raises should be addresséd in our generic RD&D rulemaking
proceeding (R.87-10-013). We do expéct, however, that énd-use RD&D
utility staffs and the M&E staffs will coordinate closely, in order
to ensure that RD&D products are adapted as well as possible to MsE
requirements.

3.2.5 Other Nonconsénsus Issués

At the workshops and in their commeénts, parties proposed
additional terms and definitions for resource, équity, service,
demonstration, commercialization and M&E programs. We see no
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reason to add separate definitions for resource, equity and service
programs, as PG&B suggests, since current program definitions
already encompass thése types of programs. As discussed above,
policy and definitional issues related to RD&D (including
commercialization phases) should bé addréssed in our RD&D
rulémaking, not in this proceeding. Therefore, we will not add
SoCal's proposed *"Market Entry Support Program® definition, or
PG&E's proposéed "Commeércialization® and "Demonstration® program
definitions at this time. '

With regard to M&E programs, weé agreé with NRDC that any
additions or modifications to our proposed definitions should be
deferred until after the NsE workshop process is completed.
Similarly, final adoption of definitions for ®useful life" and
"load impact adjustments® should also be deferred pending
conclusion of the M&E workshops.

3.3 Economic Déevelopment Programs

Several parties noted that the currént definition of load
rétention does not éncompass the types of “"economic development®
activitieées referred to in Public Utilities Code § 740.4, e.g., DSM
incentives designed to retain businéssées that would otherwisé léave
a utility servicé territory or California because of the cost of
environméntal regulations. In D.92-02-075, we stated that more
specific quidélines for evaluating and funding both load building
and economic development activities would be developéd in a later
phase of this proceeding. We recognize that thére aré many ongoing
activities in this multi-phase proceeding that demand parties’ and
Commission staff’s time and resources. Therefore, we will leave it
to the discretion of the assigned ALJ to develop a workable
schedule for addressing these issues in a latér phase of this

proceeding.
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FPindings of Pact

‘1, Pursuant to Ordering Paragraph 7 of D.92-02-075, CACD has
conducted workshops on DSM cost-effectiveness issues, terms and
definitions.

2. At thé workshops, parties devélopéd consénsus language
modifications and additions to our proposed DSM terms and

definitions. ‘
3. Thé consensus language modifications to our proposed DSM

terms and definitions are consistent with the policy guidelines
established in D.92-02-075.

4. Fuel switching can result in environmental dégradation or
increased source-fuel consumption.

5. Rule 13 of D.92-02-075 clearly statés that fuel
substitution programs should reducé the need for supply without
degrading environmental quality.

6. Even without environmental degradation, it does not serve
thé public interest to promotée fuel switching that decréases the
efficiency with which California utilizes depletablée résources.

7. The thrée-prong tést for fuel substitution programs will
enable us to make informed decisions about program funding, without
adding a higher TRC hurdle.

8. 1.91-10-029/R.91-10-028 is the appropriaté forum for
defining the scope of utility involvement in vehicle-related
activities. '

9. Requiring overall program, but not measure-spécific, TRC
cost-effectivenéss for néw construction programs appropriately"
balances the dual objeéctive of achieving both the resource benefits
and bénefits of futuré higher energy éfficiency standards, inherent
in well-designed new construction programs.

10. Reélaxing the TRC test for fuel substitution activities
within the new construction sector could créate perverse incentives
for theée utilities to promote noncost-effective fuel substitution in

that sector.
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11. R.87-10-013 is the appropriate forum for addressing the
policy and definitional issues related to utility—sponsOred RD&D,
including commercialization activities.

Conclusions of Law
1. The consensus proposals for DSM terms and definitlons

should be adopted, with thé minor modifications described in this

orxder.

2. The *disclosure/burden-of-proof" approach to évaluating
the environmental impact of fuel substitution programs is
inconsistént with our established policies.

3. It is reasonable to establish threshold standards for
fuel substitution programs.

4. Consistent standards should apply to fuel substitution
programs intended for either retrofit or new construction
applications.

5. Rule 13 should bé modified to require that fuel
substitution programs pass thé following threé-prong test to be
considered further for fundingt

(1) The program must not increase sourcé-BTU
consumption}

(2) Thée program must have a TRC bénefit-cost
ratio of 1.0 or greater; and

{(3) Thé program must not adversely impact the
environment.

6. Rule 13 should bé clarified to require that even‘fuél
substitution programs with a predominantly load building or léad
retention character must pass the environmental and sourcé-BTU
tests. Utilities should carry the burden of proof to demonstrate
that the bénefits of the programs justify relaxing our focus on
energy éfficiency (i.e., relaxing the TRC requirement).

7. Our adopted DSM Rules and definitions should apply only:
to stationary energy-using équipment at this time.
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8., Rule 11 of D.92-02-075 should be modifiéd to requiré that
new construction programs pass’ thé TRC test for both the
residential and nonresidential program as a wholée. Strict TRC
adhérence should not be required for individual méasures or program
elements, exceépt for fuel substitution activities.

9. DRA‘’s proposed Rules 30-32 should be rejected, without
prejudice.

10. End-use RD&D utility staffs and the M&E staffs should
coordinate closély, in order to ensurée that RD&D products are
adapted as wéll as possible to M&R réequireéments.

11. Any additions or modifications to M&B-related terms and
definitions should be deferred until after the M&E workshop process
in this proceeding.

12, The definition of energy efficiency should not be
modified furthér until the protocols for ex post measurement of
savings are more cléarly established.

13. 1In order to provide direction on utility program funding
in a timely manner, this order should beée effective today.

INTERIM ORDER

IT IS ORDERED thatt

1. .. The demand-side managéement (DSM) rules, program terms and
definitions in Attachment 1 of Decision (D.) 92-02-075, as
corrécted by D.92-03-007, are modified as indicated in Attachment 3
to this order. Until further notice of this Commission, the DSM
rulés, terms and definitions presented in Attachment 3 shall be
used by respondénts in the development and implementation of their
' DSM programs.
' 2. within 20 days from the effectivé date of this order,
réspondents and interésted parties shall file comments on the issue
of a baseline reference for fuel substitution programs, as
described in this order. Within 30 days from the effective date of
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this oxder, réspondents and intérested parties shall file reply
commeénts, Comménts shall be filed at the Commission's Docket
officé and served on all appearances and the state service list in
thesé proceedings.

3. wWithin 120 days from the efféctive date 6f this order,
the Commission Advisory and Compliance Division (CACD) shall issue
an addendum to the Démand-Side Management Reporting Requirements
Manua) (RRM), réplacing Appéndix A of the RRM with the DSM temms
and definitions adoptéd in today’s order. CACD shall serve copies
of thé révised RRM on all parties and the state seérvice list in
these proceéedings.

This order is effective today.
pated October &, 1992, at San Francisco, California.

+

DANIEL Wm. FESSLER
Présideéent

JOHN B. OHANIAN
PATRICIA M. ECKERT
NORMAN D. SHUMWAY
Commissioners

| CERWFY THAT THiS DECISION
WAS APFEOVED BY THE ABOVE
COMMISSIONEZRS YObAY * -

(A ‘.'%*éﬁ-u_;_;
NEAL J. %(M/Na Executive Director
AR

i
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ATTACHMENT 1!
Page 1

WORKSHOP CONSENSUS /NONCONSENSUS LARGUAGE
FOR DSM PROGRAM TERMS AND DEFINITIONS

Lost Opportunities
Workshop consensust

Eff1c1ency measures which offer long-lived, cost-
effective savings that are fleeting in nature. A lost opportunltv
occurs when a customer does not install an enerqgy efficiency _
measure that is cost-effective at the time, but whose installation
is unlikely to be cost-effective later. (If these measures aré not
exploited promptly, the opportunitles are lost irretrievably or
rendered much more costly to achieve.]}

Cream Skimming
Workshop general agreementt

[Designing and impleménting only the lowest cost energy
efficiency programs and load management programs which promote
energy efficiency while leav1ng behind other cost-éeffective
opportunities for enerqgy efficiency.] Cream skimming results in
the pursuit of a limited set of the most cost-effective measures,
leaving behind other cost-efféective opportunities. Cream skimming

becomés a problem when lost opportunities are created in the

process. Programs that may be subject to cream skimming included

Direct Assistance

Retrofit Bnerqy Efficiency Incentives
New Construction

Fuel Substitution

-Load Management {Thermal Energy Storage)

1 Underlining indicates proposed additions and brackets ([])
indicate proposed deletions to the DSM Terms and Definitions
adoptéd in D.92-02-075 (issued under separate orxrder in

. D.92-03-0017).
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In addition, participants recommended that a séntence,
providing opérational gqguidance, be added to Rule 3 adopted in
D.92-02-075. Should the Commission decide that it is not
appropriate to modify Rule 3, the following language should be
added to the definition:

"To reduce the potential for cream skimming, any request
for shareholder incentive méechanism and/or DSM program funding
should include strategies explicitly designed to avoid such
activities."®

Resource Value

Workshop general agreementt

(A measure of thé extent to which energy efficiency and
load management programs reliably reduce utilities! fuel andfor
capacity needs.) An estimate of the réliable energy (e.qg., kWh,
therms) and capacity (e.qg., kW, Mcfd) reductions resulting from a
DSM_program. The calculation of resdource value should be

consistent with the avoided costs of electric service adopteéd in

the Biennial Reéesource Procurément Update and, when, completed, the

avoided costs of natural gas serviceée adopted in Investigation

86-06-005.

Uneconomic Bypass
Workshop consensus to add term:

_ Customer power generation or supply at a cost less than
utility retail tariffs, but above utility marqinal cost to seérve.
Electric bypass deférrals may or may not include a corresponding

opportunity cost due to the poténtial loss in natural gas sales.
An opportunity cost is réalized if the customer would have
installed natural gas-fired geneération equipment to produce

electricity for the customer's use.

workshops non-consensus regarding the addition of the following
termst

Resource Programst: Resource programs are DSH programs which result

in a decrease in the use of capacity and/or at least one fuel
(measured on _a source BTU basis) and which are cost-effeéective
{i.e., have a TRC benefit cost ratio greater than one).




R.91-08-003, 1.91-08-002 ALJ/MEG/tcg

ATTACHMENT 1
Page 3

Demonstration Programst Programs allow for thé testing 6f DSM
cohcepts or technologies which have thé potential for bécoming
equity or resourcé programs once provehn. Programs will exit the
demonstration program cateqgory when it can be shown they meet the
criteria for another program cateqory.

Commercialization Programst Proqrams are designed to acquaint the
market with promising technologies, test savings, increase product
availability and reduceé prices. Thée goal is that a high percentage
of these products will become cost effective and can then be

incorporated into future resource programs and new enerqy

efficiency standards.

Equity Programst Programs to _ensure that those customers,
especially lower-income customers, who arée unable to take advantage
of standard rebate programs, still have some enerqgy e€fficiency
programs available to them.

Service Programs: Programs that provide service and information in
a_customer-specific way and cannot be classifiéd as Resource .
Programs because they are éither not cost-effective o6r the results
are difficult to antify. These include enerqgy information;
energy audits, and other energy services provided primarily because
they are viewed as an important customer service.

I. CONSERVATION AND ENERGY EFFICIENCY PROGRAMS

Conservation programs are defined as programs which have the éffect
of reducing consumption of at least one fuel during most or many
hours of operation of the equipment or building affected by the
measure. Energy efficiency programs aré definéd as programs which
reduce energy use for a comparable level of service.

Note: Workshop consensus itemt Parties agreed that the def1n1t10n
of energy efficiency should not be changéd until the protocols for.
ex post measurement are more clearly established. Thesée may impact
the definition of energy efficiency. Nonconsensust when
modifications are considered, define conservation and énergy
efficiency separately and clarlfy whether energy efficiency is a
subset of consexvation or vice versa.

RESIDENTIAL CONSERVATION AND ENERGY EFPICIENCY

Workshop participants agreed té retain current DSM definitions for
the following programst: residential information, energy managément
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services, appliance efficiency incentives, direct assistance,
master meter, and other.

Residential Weatherization Retrofit Incentives: Workshop
consensus!

Programs which grovide financial incentives (rebates, low-interest
loans}) to install weatherization measures in existing buildings.
(The incentives are solicited by the customer and based on the
customer‘’s billing history and/or customer-specific information
regarding appliance and building characteristics.) Incentives are
predominantly weatherization measures that affect the building
shell. Incentive payments for other measures (nonbuilding shell)
are included if provided in connection with building shell

materials.

Residential New Constructiont Workshop non-consensust

Programs which provide financial incentives or significant
technical assistance to builders of new residential structures,
with the primary purpose of exceeding existing enerqy efficiency
Title 24 standards. Program activities include fuel substitution
activities when promoted as an_integrated package of measures which

promote electric and gas enerqy efficiency: If the building type
is not subject to Title 24 standards, New Construction programs

should offer financial inceéentives or technical assistance to exceed

enexrgy efficiency over currently acceptable standard practice for
these facilities. New Construction programs include education and
support activities for designers, architects, building officials,
and other parties who may influence the supply of and déemand for
buildings that _are more efficient than Title 24 requires {or
current practice if Title 24 does not apply). (The incentives are
intended to lead to the installation of more energy efficient
materials or appliances than would have been installed in the

absence of the program.)

NONRESIDENTIAL CONSERVATION AND ENERGY EFFICIENCY

Workshop participants agreed to retain current DSM definitions for
the following programst! nonresidential information progranms,
commercial, industrial, agricultural energy management services,
streetlighting conversion, conservation voltage reduction, and

other.
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Commeércial Enerqy Efficiency Incentives: .Workshop consensusi

Programs which provide incentives to customers in existing ,
commercial buildings. The incentives arée intended to lead to the
installation of [a) more efficient device(s) or system(s) than
would have been installed in the absence of the progran.

Industrial Bnerqgy EBfficiency Incentives: Workshop consensust

Programs which prov1de incentives to customers in existing
industrial facilities. The incentives are intended to lead to the
installation of (a] more efficient device(s) or system(s) than
would have been installed in the absence of the program.

Agricultural Enerqgy EBfficiency Incentives: Workshop consensust

Programs which provide incentives to customers in existing
agricultural facilities. The incentives are intended to lead to
the installation of [4) more efficient device(s) or system{s) than
would have been installed in the absence of the program. :

Nonresidential New Constructiont Workshop NOR-CONSEensus!

Programs which provide financial incentives or 51gn1f1cant
technical assistance to builders of new nonrésidential structures,
with the primary purpose of exceeding existing enerqgy efficiency
Title 24 standards. Program activities include fuel substitution .
activities when promoted as an _integrated package of measures which
Qromote electric and gas enerqy efficiency. If the building type
is not subject to Title 24 standards, New Construction programs - )
should offer financial incentives or technical assistance to exceed

enerqgy efficiency over curréntly acceptable standard practice for
these facilities. New Construction programs include education and
support activities for designexs, architects, building officials,
and other parties who may influénce the supply of and demand for
buildings that are moré efficient than Title 24 requires ({(or
current practice if Titlé 24 does not apply). (The incéntives are
intended to lead to the construction and operation of equipmeént
which is more efficient than would have occurred in the absence of

the program. )

II. LOAD MANAGEMENT

Workshop participants generally agreed to retain current
definitions for load management programs.
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I1¥. FUEL SUBSTITUTION

Workshop non-consensust

1. Fuel substitution programs are defined as prograns which are
intended to substitute (replace) energy using equipment of one fuel
with a different fuel. The programs are intended to influence the
customer’s choice between utility-delivered electric or natural gas
for stationary equipment at an existing customer premise, with the
effect of increasing salesfconsumption from one fuel and decreasing
sales/consumption from the competing fuel. The reference point for
classifying a program as a fuel substitution program is the effect
on fuel choice of the customer, not the effects on utility

generation.

2. The fuel substitution definition should be broadened to include

all fuels, and the definition should acknowledge the analytical
constraints involved in quantifying the cost-effectiveness of the
program. The burden of proof in demonstrating that theése programs
are cost-effective should be on the proponent. Two types of fuel
substitution are to be definedt 1)} between utility-delivered fuels

(stationary) and 2) between utility-delivered fuels and other

private delivery fuels (both_stationary and mobile).

3. Fuel substitution is defined as programs which are intended to
substitute enerqy using equipment of oneé énergy source with a
competing energy source. This definition would be used with the
footnoted stipulation that "enerqgy source” refers only to utility
supplied electricity and natural gas. As the analytical
constraints become less restrictive for alternaté fuels, this
stipulation could be broadened accordingly.

Electric Fuel Substitutiont Programs which promote the customer's
choice of electric service for an appliance, group of appliances,
or building rather than the choice of service from a different
fuel. These programs increase customers’ electric usage and
decrease usage of utility-supplied natural gas. Electric fuel
substitution includes Bypass Deferral Special Contracts which cause
the deferral or avoidance of the installation of gas-fired
equipment which would have been used to produce electricity for the
customer’s use, and are negotiated and established pursuvant to CPUC
procedures. Contract provisions may include a discounted rate,
conservation andfor load management incentives, or a combination of
rate and conservationfload management incentives.
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Workshop non-consensust Eléctric Fuél Substitutions Programs
which promote the customér's choice of utility-delivered electric
service for stationary energy using equipment rather than utility-
deliveréd natural gas. These programs incréase customér electric
usage and decrease usage from utility-supplied natural gas.

Gas Fuel Substitutiont Programs which promote the customer's
choice of natural gas service for an appliance, group of _
appliances, or building rather than thé choice of service from a
different energy source. These programs incréasé customer usage of
natural gas and decrease usage of an alternative fuel,

Workshop non-consénsust Gas Fuel Substitutiont Programs which
promote the customer’s choice of utility-delivered natural gas
service for stationary enerqy using equipment rather than utility-
delivered electricity. Thése programs incréase customer natural
gas usage and decreasé usage from utility-supplied electricity.

IV. LOAD RETENTION AND LOAD BUILDING

Workshop consensust Load Retention and Load Building should be
defined séparatelyt

(Load Retention and Load Building programs are defined as programs
which have the effect of increasing the annual saleés/consumption of
one fuel without affecting the customer’s use of other fuels.) -
Load retention consists of programs which provide an incentive or
substantial technical assistancé and which defer or change a
customer decision to terminate or reduce utility service. In .

program may cause a change in the mix of electric and gas loads.
Load retention activities which aré directéd primarily towards
electric loads are classified as *Electric Load Reténtion®
programs. Load retention activitiés which are directed primarily
towards natural gas loads areée classified as "Gas Load Rétention®
programs.: (In its comments, DRA stated that "utility-delivered™
should replace "utility-supplied:™}

Load building programs_aré defined as programs which have the
effect of increasing thée annual sales/consumption of oné or both -
utility-supplied fuels without décreasing the consumption of either
fuel. Load building activities which are directed primarily toward
electric load are classifiéd as "Electric Load Building® programs.
Load building activitiés which are directed primarily toward -
natural gas loads are classified as "Gas Load Building” programs.
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{In its comments, DRA stated that *utility-delivered™ should
replace "utility-supplied.™

Non-consensus itém: In its comments to the draft report; DRA
propoSed this modification to the RRM definitiont Load Retention
and Load Building programs are defined as programs which have the
effect of increasing the annual sales/consumption of utility -
delivered electricity and/or natural gas with minimal or no
reductions in thé use of either electricity 6r natural qgas.
Programs, and associatéd increases in loads, arée directed toward
stationary enerqgy using eguipment.

Non-consensus item: In its comménts to the draft report, DRA
proposed the addition of a new and separate DSN program category to
address Alternative Fuél Vehicle (AFV) activities of the utilities.

Alternative Fuel Vehicle Programst Utility-sponsored activities
which provide financial incentives or substantial technical
assistance for the promotion of electric or natural-gas véhicles.
Activities which entail the assessment of markets and system
impacts of alternative fuel wvehicles are also included.

Workshop consensust Deletée the separate definitions for electric
load retention, électric load building, natural gas load retention

and natural gas load building.

V. MEASUREMENT AND EVALUATION PROGRAMS

. Workshop non-consensus: The following categories were proposed to
be added or modified!

1. General Measuremeéent: General measurement consists of those
supporting data colléction activities that are of common interest

across all demand analysis activities within the utility, including

demand forecasting, program evaluvation, measure evaluation, and

other ongoing efforts.

IA. Load Meteringt consists of a series of studies that collect,
analyze, store and distribute actual consumption data for customer
classes and end-usés through physical méasureméent and correlation
with short units of time. These data support rate setting, systém
load impact analyses, peak demand forecasting, and other analytic
activities requiring knowledge of the time variation of customer

loads.




R091'08-003; 1091“08"002 ALJ/HEG/I’,CQ

ATTACHMERT 1
Page 9

IB. Saturation Surveysi Activities related to thé planning,
collection, storage, analysis and distribution of information_ab
spécific customers done as part of an effort to understand buildi
characteristics, appliance holdings, DSM measures installed,
custonéer behavior, and general customer enerqy usage of broad

classes of customers.

IC. Other Measurementt consists of those support activities
including SIC coding of customers, collection of weather station
data, and other evaluation support activities.

II. Program Evaluation and Development: consists of those

activities necessary to understand the impacts of programs to
design new or revised delivery mechanisms, and the reporting of
results pursuant to the Reporting Regquirements Manual and other

reguirements.

IIA. Program Evaluationt The set of activities needed to
determine accurate éstimates of éenerqy and péak savings for
individual operating programs. This would include efforts to ‘
assess the persistence of measurée performance and savings over time
as weéll as the impact of programs on the incremental cost of .
measures over time. It also includes efforts to assess the aét

enerqgy impacts of any particular program.

IIB. Program Developmentt consists of those exploratory efforts
to develop improved program designs, including new deélivery
mechanisms, process evaluations, and what the Collaborative
described &s formative studies.

IIC. Program Reportingt consists of those activities needed to
collect descriptive inféormation related to the achievements and
scope of all operxating DSM programs, irrespective of type.

I11. Technology Assessment: consists of those activities
collectively desiqgned to evaluate the performance of stationary .
technrologiés in the field and to determiné the impacts of increases
in _market share for each technology on the utility system or other

broad planning criteria.
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IIIA. Technology Evaluationst activities which install, measure,

record, and evaluate the performance of equipmnent within the

facilities of customers. All elements of engineering performance

and customer satisfaction with the equipment, including comparisons

with other equipmént options, aré legitimate activities. Both new

and existing measures are eligible. Load metering of the specific

load profile of each technology is also included here.

IIIB. Market Research: activities which are needed to quantify or
assess the potential for deployment of a particular measure of
technology into the customer base of the utility or the énerqgy
consumers of the utility'’s franchise sexvice area.

I1IC. Program Support: activities which are needed to provide
centralized engineering support to multiple programs in the field,

or to provide coordination with non-utility programs.

EIID. Planning Model Developnent: activities related to
developing, improving, or enhancing enexrqgy demand forecasting,
inteqrated résource planning, and emission projection modéls for
the purposes of baselinée demand forecasts, DSM program evaluations
DSHM potential evaluations, or comparative studies of DSMH versus

genération resource additions. -

ITIIE. System Impact Assessments: activities related to
impleménting energy demand forecasting, resource planniagq, or
emission projection modéls to evaluate thé system impacts of DSM
measures and technologies.

IV. Alternate Vehicle Assessment: consists of those activities
collectively designed to evaluate vehicular technologies in the
field and to determine the impacts of substantial deployment of the

technoloqy across the customer base of the utility,

IVA. Technologqy Evaluationst activities which support
acquisition, measurement, data récording, and evaluation of the
performance of alternate fuel vehicles in the normal pattérns of
usage of customers. All elements of engineering pexformance and
customer satisfaction with the vehicle and associated equipment,
including comparisons with other equipment options, are legitimate

activities.
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IVB. Market Researchi activities which support understanding of
consume)¥ purchase and utilization of vehiclées, operating pattérns
scope of market niches for different size and type of vehiclés,
projections of consumer acceptance undeér various programmatic
influénces, and related activities. Assessment of proposed DSM
programs _and/or rates to control réfueling is_included.

IVC. Transportation Modelingt activities which support )
development of transportation sector modeling, including consumer
purchase decisions, véhicle usaqe deécisions, response to policy
initiatives, tradeoffs bétweeéen vehicle features and attributes, and
other véhicle demand aspects required in making proiections of

systém impact assessnents.

IVD. Systém Impact Assessment$ activities which support
understanding of the impact of substantial penetration of alternate
fuel vehicles on utility systems, including need for résource
additions, infrastructure support requirements, and other rate
impacts on utility customers:

PROGRANM ELEMENT DEFPINITIONS

Workshop consensust{ Add the following program elements:

SPCL {q) space cooling, natural gas
SPCL {gHP) spacé cooling, natural qas heat pump
SPHT {gHP) space heating, natural gas heat pump

Workshop non-consensus: Add the following program elementst

NGV = natural gqas vehicle
FUEL_CELL ({(g) = natural gas fuel cell

(END OF ATTACHMENT 1)
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SUMMARY OF COST-EFFECTIVENESS AND OTHER ISSUES
CONSIDERED AT THE APRIL 20-22 WORKSHOPS

Fuel Substitution Programs - Cost-effectiveness Criteriat

In general, workshop participants agreed to a three-prong test that
evalvates the net impacts of each fuél substitution program ont

(1) the environment, (2) source-BTU consumption, and (3) total
resource costs. Parties did not agree, however, on whether the
program must pass the environmental or source-BTU tests to be
considered further for funding, or whether it is sufficient for
utilities to dislose the results of the tests with a corresponding
burden of proof to justify the program if it fails the tests. (See

Table 1.)

1. The environmental prong: The NRDC proposed that the
environmental test apply the environmental values developed in the
Biennial Resource Update Proceeding (Update). Under this proposal,
a fuel substitution program could not be a viable consideration
unless it (1) passes the full TRC test (which now includes
environmental factors) and (2) passes an "environmental TRC"™ with a
scoré of at least 1.0. NRDC déefined this as the net present value
of the values adopted in the Update for "residual® emissions. The
second test, then, would compare quantified environmental costs
with and without the program using BRPU values; that is, the net
environmental bénefits would be compared. This two-stage testing
is designed to counteract programs which may be very cost-effective
from the full TRC perspective, but which may have very costly
environmental impacts. SCE supports this approach.

DRA proposed a less restrictive test. For fuel substitution

programs, a net environmental benefit must be demonstrated,‘as well
as total cost-effectiveness by the TRC test. If a program .is cost-
effective, but fails the eavironmental test, the burden of proof to

justify funding is on the proponent.

2. The reduction in source BTU prong: The second prong of the
fuel substitution criteria was proposed by the CEC. In its view,
fuel substitution programs which are energy efficient should be
evaluated from the perspectlve of their impact on overall energy
use (in source BTU terms) given a comparable level of service.

The more restrictive test consists of the proponent demonstrating
that less overall nonrenewablé energy use occurs with a comparable
level of service, with the burden of proof on the proponent.. The
relaxed test consists of a reporting requirement only, and a burden
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of proof to justify a negative result. All proponents of fuel
substitution programs must disclose the source BTU impacts, using
the current CEC-established heat rate.

3. The TRC prongt: The third prong of the proposed cost-
eéffectiveness criteria for fuel substitution programs is related to
the strength of the TRC for these programs. Several parties
believe that a more stringent TRC {(of 1.20 or 1.25) should be

required.

4. 1In its comménts to the draft report, DRA proposed that the
following language be added to Rule 13t

Relatively high levels of uncertainty about procedures
for calculating gas marginal costs [and]) the lack of a
resource planning framework which assesses trade-offs
betwéen the resource and environmental benefits of gas
versus electric usage suggest the need for caution in
using a simple TRC test result. Each element of éach
fuel substitution program, therefore, should have a
demonstrated TRC cost-effectivenéss benefit cost ratio
of at least 1.20. In addition, theé Commission expects a
showing by program proponents that the benefit-cost
analysis includés environmental factors relevant to the
electric and gas usage affected by the element, as well
as any technology-specific environmental considerations
not captured by the avoided costs used in the TRC
calculations. With the environmental showing, project
proponents are expected to demonstrate that quantified
environmental benefits exceed quantified environmental

costs.

New Construction Programs — Cost-effectiveness Criteriad

In the workshop, there appeared to bé polar positions in the
approach to new construction cost-effectivéness criteria,
epitomized by the proposals of PG&E and DRA. Since then,
however, PG&E and DRA have completed a joint stipulated
recommendation regarding PG&B’s proposed DSM activities for its
1993 General Rate Case (Application 91-11-036). PG&E now agreés
with DRA on the reclassification and definition of certain CEE
programs, particularly new construction programs. It is PG&E’s
intention that the positions taken in the joint recommendation be
consistent with the outcome of this workshop. CACD has described
the original positions for purposes of a clear and complete
record of the workshop discussion, as well as to refect the
positions of other parties who agreed with PG&E‘s original

arguments.
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1. PG&E beliéves that new construction programs have-a dual
purposel delivery of resource valué and support for néw energy
efficiency standards. PG&E regards New Construction as a market
sector, rather than a program, and, thereforeé, propodéses to
develop resource, equity, service, commercialization, and
demonstration programs within that sector.

2, In contrast, DRA stated that the primary purpose of new
construction programs is to support higher energy efficiency
standards. Strict adherence to the TRC test should not be
required. In the pending PG&E and SDG&E General Rate Cases
(GRC), DRA has proposed an incentive meéchanism for new
construction programs that is designed to promote these
standards. DRA recommended that a new Rule l1{a) be adoptedt

New Construction programs should be designed, funded,
and implemented in a manner which effectively promotes
the development of future, higher efficiency standards
by the CEC, as well as the ob]ect1ves of Public
uUtilities Code 701.1. In conjunction with the CEC
standards, utility New Construction programs should
provide resource benefits in the form of reduced demand
to be met by the ut111ty electric and gas systems. For
each New Construction program (résidential and
nonreSLdent1al), the TRC test should be used as the
primary indicator of cost-effectiveness for the program
as a whole. Individual measures or program elements
promoted by each program, howeéver, neéd not indicate
cost-effectiveness with the TRC test. Cost-
effectiveness of individual meéeasures, as well as the
program as a wholé, should account for and facilitate
the promotion of measures which conform with the cost-
effectiveness criteria and source BTU criteria that will
be used in setting future, more energy efficient
standards by the CEC.

End-Use RD&D and DSM Coordination

workshop non-consensusi

DRA proposed in its comments to the Order Instituting Rulemakxng
{({R. or Rulemaklng) 91-08-003 that better coordination among and
between ut111ty end-use Research, Development, and Demonstration
(RD&D), California Institute of Enerqy Efficiency (CIEE), and DSM
program activities can be realized by transferring the funrding
and reporting of utility end-use RD&D and CIEE projects into the
DSM budget. During the workshop, DRA presented an alternate
proposal, which is now its preferred proposal: Instead of the

-3-
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proposed funding linkage betweén end-usé RD&D and DSM budgets,
the Commission could adopt a set of rules which would establish

Commission policy regarding such coordination.

1. Proposed Rulé 30t The portion of utility RD&D activities
which focuses on téchnologies which affect customer energy use
should be closely coordinated with DSH measurement and program
impléementation. End use RD&D activities should be primarily for
technologies which would, if included in a future DSM program
support the types of DSM program priorities established in this

Rulemaking.

All parties agreed that the end-use RD&D utility staffs and the
Neasurement & BEvaluation staffs should coordinate closely}
however, there was no consensus on DRA's proposal that end-use
RD&D activities be funded primarily for technologles which would
support DSK program priorities established in the Rulemaking.

2. Proposed Rule 31t End-use RD&D activities may includé the

testing and assessment of promising futureée technologles installed

in customer premises. When the end-use RD&D activities involve

testing at a customer premise, such assessméents should be _ .
restricted to a highly limited number of sites and project

management for this project should includé utility DSM pérsonnel.

More expansive testing of, or éfforts to commercialize, emerging
technologies should be proposed and implemented as part of

utility DSM budgets, not end-use RD&D.

Parties could not agree on the premise underlying this proposed
rule, nor could workshop participants agree on language changes
that would lead to consensus on the proposed dellneatlon between
RD&D testing and DSM commercialization of emerging technologies.

3. Proposed Rule 32t The primary focus of utility end-use RD&D -
and utility RD&D expenditures directed to the California
Institute for Energy Efficiency (CIEE) should be for planning,
funding, and management of research and prototype testing of
emerging energy efficiency technologies which could becomé part
of a utility enexrgy efficiency program within five to seven
years.:. A primary product of utility-funded CIEE activities
should be an assessmént of the likely costs and load reductions
from emerging technologies, for inclusion in the CEC's

Conservation Inventory.

DRA believes that this will encourage the CIEE to shift its

strategies from long-term to mid-term pro;ects. The Research

Board of the CIEE discussed this policy issue on June 2, and

informed CACD that it opposes DRA'’s proposal. The Board feels .
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shat current policies regarding requlatory ovérsight of utility
RD&D programs are adequate and that proposed Rule 32 is not
fully consistent with the éstablished CIEE mission. The Board is
also concerned about referencé to & primary product of CIEE being
an assessment of the likely costs and load reductions from :
emerging téchnologieés. Such asséssments would have substantial
‘budgétary implications and would involve a shift in program
emphasis. - The CIEE will continue to investigate this area with
its Planning Committee. ‘ .
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_ , _ TABLE 1 _
Susmmary of Positions on Fuel Substitution Issues

: , _ , Source BTU Reduction
Environmeéntal Test Test

: _ o o TRC Test
Threshold Disclosuré | Thréshold bisclosure

No Yes No Yes or > 1.0
No No or > 1.0

or » 1.25
or » 1.0
or 7 1.20
71.20
$1.20

(END OF ATTACHMENT 2)
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ADOPTED RULES, TERMS AND DEFINITIONS
FOR_DEMAND-SIDE MANAGEMENT PROGRAMS

I. Resource Planning and DSM Program Definitions

1. This Commission’s goal for utility resourcé procurement
is reliable, least cost, environmentally sensitive energy
service. Using energy morée efficieéntly constitutes an 7
important means of achieving this goal. The utilities should
treat energy efficiency improvements and energy conservation as
viable alternatives to supply-side resource options.

2. Lost opportunities are those energy efficiency options
which offer long-lived, cost-effective savings and which, if not
exploited promptly, are lost irretrievably or rénderéd much mére
costly to achieve. In developing funding priorities for cost-
effective DSM activities, the utilities should consider capturing
lost opportunities as an additional ranking criteérion for '
programs with Total Resource Cost benefit-cost ratios gréater
than 1.0. The utilities should submit a detailed account of
strategies designéd to capture lost opportunities with any _
request for shareholder incentive mechanisms and/or for increases

in DSM program funding.

1 Additions to the DSM rules, terms, and definitions adopteéd in
D.92-02-075, and corrected in D.92-03-007, are underlined.

Deletions are struck—-out.
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3. As defined by theé Collaborative, °*créam skimming® results
in the pursuit of only the lowést cost conservation and load
manageméent measures, leaving behind other cost-effective
opportunities. Cream skimming becomes a problem when lost
opportunities are created in the process. Utilities should
pursue the most cost-effectivé DSM resource programs first, if
doing so does not create lost opportunities.

4, To ensure optimal funding of DSM activities requires
consistent treatment of programs across utilities and across
reqgulatory forums. Common terms and program definitions help
ensure consistent tréeatment. Oman—interimbasis; The utilities
should usé thé definitions included in the Appendix to these
rulés when characterizing any proposéd program. Thé burden is on

the utility to justify any departure from them.

Appendix+ This OIR will remain opén to accommodate future
requests to modify the térms or definitions proposed heréin or to
add new terms or definitions.

IX. Cost-Effectiveness Indicators

S. The tésts in the Standard Practice Manual (SPM) help
assess the variety of effects associated with new or expanded DSM
programs. The tests in the SPM will serve as the standard for
determining DSM program cost-effectiveness until a methodology is
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established that allows for the side-by-side comparison of
demand- and supply-side reésources. The utilities should perform
cost-effectivenéss analyses for any proposed DSM program
consistent with thé indicators and methodologiés included in the
SPM. Thé utility should, to the extent practicable, perform éach
of theé tests included in the SEM for any proposed DSM program,

6. This Commission relies on the Total Résourcé Cost Test
(TRC) as the primary indicator of DSM program cost effectiveness.
This reflects our view that utility DSM activities should focus
on programs that servé as alternatives to supply-side resource
options. Energy efficiency programs and load managémeént prograns
which promoté energy efficiency serve as such alternatives
because théy reliably reducé a utility's fuel and/or capacity

needs.

7. To the extent practicable, nonpricé factors should be
considéred along with price factors in utility résource
procurémeént. Insofar as nonpricé factors developed in the
Biénnial Résource Plan Updaté (Update) for supply-side resoéurces
atfect DSM programs, the utility should include them in cost-
efféctiveness analyses consistent with their devélopment in the
Updaté. Electric utilitiés should use the forum described in
Decision 91-10-048 to publish information on transmission and .
distribution costs. This information should be uséd consistently
across all resource options for the purposé of quantifying
avoided transmission and/or distribution costs.

8. Résource value refers to the ability of a DSM program to
reliably reduce utilities’ fuel and/or capacity needs. For DSM
prograns deésigned to defer or avoid these requiréménts, the
resource valué associated with such programs should be consistent
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with the avoided costs of eléctric servicé adopted in the Update
and, whén completéd; the avoidéed costs of natural gas service
adopted in Investigation 86-06-005. These values should bé used
in applicable cost-effectiveness analyses and wheén calculating
shareholder incéntives. We will address the issue of consistency
between resourcé planning determinations and DSM funding
authorizations in this OIR/OII, after CACD's workshop report is
submitted (see Sections IV.F and V.B of this order.)

9. Insofar as a DSM program results in indirect costs, they
should bé considéred. The speculativé natuxe of any attempts to
quantify indirect costs significantly reduces their applicability
as an analytic tool at this time. Thesé costs should therefore
not be réquiréd in any of the cost-effectiveness tests included
in thé SPM. The issues related to indirect costs of DSM programs
are technical in nature. The SPM working group, which is
convened by the CPUC and the CEC, reéepresents theée appropriate
forum for considéring indiréct costs as théy apply to DSM

programs.

10. Shareholder incentives répresent a true economic cost in
the production of utility DSM programs and should be included as
a direct cost in thé TRC tést, thée Rate Impact Measureé, and theé
Utility Cost test. The SPM working group should consider the
appropriate tréatmént of sharéeholdér incentivés in the societal
tést variation, i.e., as a transfer payment or direct cost.

11. Thé useéfulness of the TRC test as a primary indicator of
cost-effectiveness is limited for certain programs which do not

necessarily focus on the timing or type of resource needs of the
utility. Direct Assistance programs address equity concerns; as
such, positivé cost-effectivenéss shall be an important, but not
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the sole, factor used to déterminé funding levels for these
prograns., Cost-efficiéncy is also important in the conduct of
Pirect Assistance programs. For Information Programs and Enexgy
Management Services, the link betwéen programs and savings is
difficult to discern. Strict adhérencé to the TRC should not be

required for these programs. We—will—consider—addressing-the

New Construction Programs should be desigred, funded and
implemented in a mannér which efféctively promotes the
development of future, higher efficiency standards by thé CEC, as
well as thé objectivés of Public Utilities Code § 701.1. In
conjunction with the CEC standards, utility New Construction )
Programs should provide resource beénefits in the form of réduced
demand to be met by thée utility eléctric and gas systéms.

Utility New Construction programs should also be designed to

minimize lost enerqy efficiency opportunities.

For each New Construction Program (residential and
nonresidential), the TRC test should bé the primary indicator of
cost-effectiveness for the program as a whole. EBEach program as a
whole must pass the TRC teést} individual measures or program -
elements promotéd by each program neéd not indicate TRC cost-
effectiveness. However, fuel substitution activities in the new
construction sector must be evaluated using the criteria
established in Rule 13. The utilities’ cost-effectiveness
analyses should be accompanied by source-BTU and other

information that will be useful for CEC standard-setting.
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12, Load Building and load rétention programs lack resouxce
value, and the TRC does not apply to thése programs. Though
utility DSM activities should focus on énergy efficiency programs
and load managément programs which promote enérgy efficiency, the
pursuit of certain load building or load retention programs may
achievé otheér policy goals. Proporénts of thesé programs carry
thé burden of proof to quantify thé social or ratépayer
benefits, and justify any ratépayer funding for theése
programs.2 General conclusions about the net benefits of these
types of programs should be backed by program specific analysis.
In particular, for load building programs utilitiés should
quantify the programs’ nét effect on air emissions, including
increaséd emissions from the increased load on thé system. The
utility should désign any load building or load réténtion program

energy éfficiency and energy conservation. We intend to adopt
‘more specific evaluation and funding guidelines for these types
of programs in a later phase of thesé proceedings.

13. Fuel substitution programs may offer resource value and

environmental benefits. We—currently lack—aframework—to—assess
. o o , ,

toprovide—the—same—servicer Fuel-substitution programs should

2 Proponents of fuel substitution proqrams with a predominantly

load building or load rétention character must, however,

demonstrate that thé proagram is source-fuel éfficient and does not
degrade the environment, pursuant to Rule 13.
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reduce the need for supply without degrading environmental

quality. TheTREtest—shouldbetheprimaryindicatorof-cost-

Fuel-substitution programs, whether applied to retrofit

or new construction applications, must pass the following three-

prong test to be considered further for funding:

(1) The program must not increase source-BTu

consumption. Proponernts of fuel substitution
programs should calculate the source-BTU impacts

using the current CEC-established heat rate.

(2) The program must have a TRC benefit-cost ratio of
1.0 ox greater. The TRC test used for this purpdse

should bé developed in a manner consistent with
Rules 7—10 .

(3) The program must not adversely impact the _
environment. To quantify this impact, respondents
should compare the environmental costs with and

without the program, using the most récently adogtéd

values for résidual emissions in the Update.

We discourage utilities from pursuing fuel substitution
programs with a prédominantly load building or load rétention
character. For these types of programs, the utility carries the
burdén of proof to demonstrate that the benefits of the program
justify relaxing our focus on energy efficiency programs.




R.91-08-003, I.91-08-002 ALJ/MEG/f.s *

ATTACHMENT 3
Page 8

V. Shareholder Incentives

14, The Eléctric Reévenue Adjustment Mechanism and Core Fixed
Cost Account reéemove significant ratemaking disincentivés for
utilities to invest in demand-side management. To further ensure
that demand-sidé management programs which result in, 6r promote,
energy efficiency are not disadvantaged in utility resource
procurement decisions, we initiated a pilot program of
shareholder incéntives in D.90-08-068. Shareholder incentives
can help ensure that thé utility is motivated to procure the
least-cost resources by providing a comparable opportunity for
earnings from prudéent investmeénts in both démand- and supply-sidé
alternatives. We will examiné the effectiveness of thé specific
incentivé mechanisms adoptéed in D.%0-08-068, the longer term role
of shareholder incentivés in résource procurement and révisit the
issue of éarnings comparability after CACD's report to the
Legislature is submitted in late 1992,

15. The differences among utility shareholdér incentive
mechanisms approved in D.90-08-068 should eveéntually converge
toward a more uniform, statewide approach. Pending CACD’s report
on shareholder incentives, it is appropriaté to éstablish a
limited number of guiding principles govérning futuré shareholder
incentives. Thesé principles should apply to shareholdér
incéntive mechanisms proposed after the final adoption of this

rulemaking.

16. Shareholdér incentive mechanisms should be designed to
encourage energy efficiency and load management programs that
promote energy efficiency. Load building and load reténtion
programs should not be eligible for shareholder incentives. Fuel
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substitution programs should also bée ineligible pénding
resolution of the technical issués associated with assessing the
benefits to ratepayers of these programs.

17. Shareholder incéntive mechanisms should balance risk and
reward. Coupling rewards for good pérformance with penalties for
poor performance représents a reasonable way of achieving that
balance. Any proposed shareholdéer incentive mechanism should
theréforée include minimum péerformancé requireéements and
accompanying péenalty features. The utilitiés should focus
minimum performance requirements on éfforts to achievé cost-
effectivé energy efficiéncy opportunities, and in particular, on
thosé which represent potential lost opportunities.

18. Shareholder earnings derived from a shared-savings
approach to incéentives reflect the value of the énergy saved.
Incentivé mechanisms that determine earnings baséd solély on
program expenditures are unrélatéed to that value. Thus, for
programs whose savings can be reasonably estimatéd, a shared-
savings approach is superior. Sharéholder incentive mechanisms
should be based on a shared-savings approach for programs whose
savings can be reasonably eéstimated. We will defer the '
application of sharéd savings to SoCal’s programs until after gas
marginal costs are adopted in I.86-06-005.

19. As an interim policy, sharéholders’ rate of réturn on DSM
programs should be no greater {(and could be lower) than
shareholders’ rate of réturn on utility-constructed plants. On
an interim basis, this policy should be applied to specific
shareholder incentive mechanisms, as follows:!
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For incéntivé meéchanisms based on program
expenditures, such as SoCal Gas' current
variable ratée of return meéchanism, the
earnings xate on program costs should not
excéed (and could be lower thahl the
authorized rate of reéeturn on utility
constructed plants;

For shared-savings meéchanisms using an

*S-curve® function, such as the mechanism

adopted for SCE in its recent GRC, the _

incentivé paymént target should be calculated

using forecasted utility expenses at 100% of

forecastéd net savings, timées & rate that is

no highér (and could bé lower) than the

authorized rate of réturn on utility

constructed plantsi and

For "flat rate" shared-savings mechanisms,

such as the onés adopted for SDG&E and PG&E

in D.90-08-068, thé sharéd savings rate

should not éxcéed (and could bé lower than)

the authorized rate of return on utility

constructed plants.
We will revisit the issue of comparable earnings and éarnings
limits/caps in a later phasé of this proceeding, aftér CACD's
report has been submitted.

VI. Measurement, Evaluation,; and Accounting

20. The stable development of DSM programs that deliver
reliable energy savings for California‘s ratepayers depends on
well-designed methods of program measurement and evaluation.
Thoughtful measurement and évaluation practicés are required to
gauge utility performance, veérify énexgy savings, and improve the
design and success of future DSN programs. The utilities should
make program measurement and evaluation a priority.
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21, It is reasonableé to baseé shareholder inceéantives on
prespecified savings until we can implement a shift from
préspecified savings estimates to ex post verification made after
program implémentation. Though preéspecified savings éstimates
increase risks to ratepayers, the measurement protocols devéloped
as part of the Blueprint hélp mitigate these risks. ToO implement
the shift to ex post verification, we will conduct a consolidated
méasurement and evaluation (M&E) phase in this Ruléemaking and
Companion Investigation. This M&E phase will servé as the forum
for addressing the following types of measurément-related issuest

o Pre-Implementation Measuremént. The acceptable

methods and procedures for estimating, prior to
program implénentation, the various program
impact parameters for DSM programs. These
include the load impacts (and its components),
participation level, utility costs, total costs
and useéful livés of DSM measures.

Post-Implementation Measurement. The
acceptable methods and procedures for measuring
DSN program impacts aftér program
implementation. This includes developing
guidelines for Ms&E activities beyond current
activities.

Incorporating the Results of Measurement
Studies. Using the results of M&E activities

to (1) refine pre- and post-implémentation
measuremént protocols, (2) adjust foreécasts of
DSM program savings, and (3) adjust shareholder
earnlngs under a shared-savings méchanism.

We inténd to base payments of shareholder incentivés on post-
installation verified savings, for all shared-savings programs
authorized as of January 1, 1994, using the protocols adopted in
the M&E phase. Verification may be in the form of nmetered results,
sanple bill analysis, or other post- -installation measurement
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methods that we deem appropriate. As part of the M&E phase, weé
will considér procedural options for xefining and updating M&E
protocols on an on-going basis.

22, It is important that forecasts of DSM savings be reliable
in meeting California’s énergy néeds. Rigorous méasurement and
évaluation énhances the reliability of these forecasts. The
utility will include a compréhénsivée and aggressive measurement
plan with any request for DSM funding which includes shareholder
incentives. For programs authorized for 1992 and 1993, this plan
should be consistent, at a minimum, with thé protocols containéd
in Apperdix A of the Collaborative Blueprint. For programs
authorized for 1994 and beéeyond, this plan should bé consisted
with the protocols adoptéed in the M&B phase of thesé procéedings.

23. The utility should explicitly quantify the following for
any proposed shareholder mechanismi
o Thé rate effects of both the program incentivé
and programs costs to which the incéntive will
apply:
o The program‘’s net résource savings} and
o The timing of both rate effects and resource
savings.
24, The DSM Advisory Committeés provide an informal forum for
parties to review utility programs and to work with the utility on
any proposed changés to its programs. These activitiés can augment
effective program implementation. The utilities should continue
the Advisory Committees. For the Committees to be effective, the
utilities should clearly define the rolé of the Committée and the
input it seeks; provide the Committee with comprehensive
information on program implementation activities; notify Committee
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membérs in a timely fashion of proposéd program changes; provide
adequate information supporting such changes} and cooxdinate
Committee activities with current and anticipated regulatory
proceedings and othér review procedures. To this end,
respondénts should éstablish a single clearinghouse for all
Advisory Committee noticing and scheduling, as described in
Section IV.H of this order.

25, We intend to improve the consisténcy with which DSM
programs are treated across utilities and across regulatory
forums by initiating the consolidatéd M&E phasé described in Rule
21 and by addressing generic policy and methodological issues in
this Rulemaking and Companion Investigation. Determinations made
in these proceedings should bé used in any subsequent utility-
specific proceedings. We may also consider furtheéer consolidation
of DSM-related issues at a later stagé of thése proceéedings,
after our generic invéestigation on ratemaking
(R.90-02-008/1.90-08-006) is completed.

VII. Bidding

26. Introducing competition into the utility’s acquisition of
demand-side resources offers ‘great potential for achieving our
goal of reliable, least cost, énvironmentally sensitiveé energy

service.

27. The utilities will work with theé Division o6f Strategic
Planning (DSP) to develop and implement sevéral DSK pilot bids.
PGSE has voluntééred to conduct a pilot bid based on a
partnership approach. Public Utilities Code § 747 requires this
Commission to test at least one DSM-only bid, an integrated
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resource bidding pilot, and a DSM bidding pilot for gas
utilities. As one of their DSM-only bid pilots, respondents
should test at least oné replacément bid. CACD will perform an
avaluation of the pilots, im consultation with thé california
Bhergy Commission. This Commission will submit its report, with
any recommendations, to the Léegislaturé by January 1, 1993.

28, The bid pilots should be designéed to ensure that 1) the
procurement procéss is fair, 2) contract terms equitably share

- risks, and 3) utility markét power is mitigatéd. To the extent
practicableé, the bidding pilots should incorporaté both price-

and non-price factors for all DSM programs.

29, Rach of thé pilots, including PG&B’s, will be addressed
in the investigation openéd in conjunction with this rulemaking.
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DSM PROGRAM TERMS AND DEFINITIONS

Lost Opportunities

Efficiency measures which offer long-lived, cost-efféctive
savings that are fleeting in nature. A lost opportunity occurs

when a4 customer does not install an enerqy efficiency measure
that is cost-effective at the time, but whose installation is

unlikely to be cost-effective later. Ifthesemeasures—arenot

[y ) - < - N
explortedpromptiy;—the—opportunities—are—lostirretrievably or

opportunities—for-energyeffictencyr Cream skimming results in
thé pursuit of a limited set of the most cost-effective measureés,
leaving behind othér cost-effective opportunities. Créam

skimming becomes a problem when lost opportunities are created _in
the process. .

Resource Value

: s~ An estimate of the reliabilé énergy (e.qg., kWh,
therms) and capacity (e.q., kW, Mcfd) réductions resulting from a
DSM program. _Thé calculation of resource value and associated
benefits should be consistent with thée avoided costs of electric
service adopted in the Biennial Résourcé Plan Update and, wheén
completed, thé avoidéed costs of natural gas seérvice adopted in
Investigation 86-06-005.
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Uneconomic Bypass

Custonmer power generation or supply at a cost léss than
utility retail tariffs, but abové utility marginal cost to serve.
Electric bypass deferrals may or may not include a corresponding
opportunity cost due to thé poténtial loss in natural gas sales.
An opportunity cost is realized if the customer would have

installed natural gas-fired generation equipment to produce
eélectricity for the customer's use.

I. Conservation and Enerqy Efficiency Programs

- Conservation programs are defined as programs which have
the effect of réducing consumption of at least oné fuel during
most—or—many thé hours of operation of the equipmént or building
affectéd by the measurée. Energy efficiéncy programs are defined
as programs which reduce enérgy usé for a comparable level of .

service.
Residential Conservation and Energy Efficieéncy

Reéesidential Information Programs: Programs intendéd to provide
customers with information regarding generic (not customer-
specific) conservation opportunities. For theése programs, the
information is unsolicited by the customér. Programs which
providé incentives in the form of unsolicitéd coupons for
discounts on low cost measures are included.

Residential Enerqy Management Sérvices: Programs intended to
providé customer assistance in the form of information on the
relative costs and béenéfits to thé customér of installing
measures or adopting practicés which can réduce the customer’s
utility bills. The information is solicited by thé customéer and
recommendations arée based on the customer's recént billing
history andfor customer-specific information regarding appliance
and building characteristics.
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Residential Weatherization Retrofit Incentives: Programs which
provide financial incentives {(rebates, low-interest loans) to
install weatherization measures in existing buildings. ¢he
- o & ‘oﬁ
i i it istics+ Incentives are

predominantly weatherization measures that affect the building
shell. 1Incentive payments for other measures {nonbuilding shell)

are included, +f usually when provided in connection with
building shell materials.

Residential New Constructiont: Programs which provide financial
incentives or significant technical assistance to builders of new
residential structures, with the primary purpose of exceeding
existing energy efficiency Title 24 standards. Program
activities include fuel substitution activities when promoted as
an_integrated package of measures which promote electric and gas
energy efficiency, If the building type is not subijéct to

Title 24 standards, New Construction programs should offer
financial incentives or technical assistance to exceed enerqgy
efficiéncy over currently acceptable standard practice for these
facilities. New Construction programs include education and
support activities for desiqners, architects, building off1c1alsl
and other parties who may influence the supply of and demand for
buildings that are more efficient than Title 24 requires (or

current practice if Title 24 does not apply}. The—incentives—are

X ted—to—tead—to—the—i Hati . . cfieier
i ad Yiar o Fi1 ; . Hred—in—the
absence—of—theprogram-

Appliance RBfficiency Incentives: Programs which provide
incentives to customers in existing residential structures. The
incentives are intended to lead to the installation of a moxe
efficient appliance than would have been installed in the absence
" of the program. Incentives are paid (to manufacturers,
salespersons, or customers) for the replacement of an existing
appliance or the installation of a new appliance in an existing

residential building.
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Direct Assistancet Programs which are intended to provide
assistancé to low income Oor other "target" customer groups.
Assistance consists primarily of full subsidies of the
conservation measures. The primary purpose of the program is to
serve an equity objective in assisting customers who are highly
unlikely or unable to participate in other residential programs.

Master Meter: Program intended to reduce energy usage in
existing residential structures which have master meters by
replacing the master meter with individual meters.

Other Residential Conservation Programs: Any residential

conservation program or program activities not defined above.

Nonresidential Conservation and Energy EBfficiency

Nonresidential Information Programst¢ Prograns intended to
provide customers with information régarding generic (not
customer-specific) conservation opportunities. For these
progranms, the information is unsolicited by the customer.
Prograns which provide incéntives in the form of unsélicited
coupons for discounts on low cost measures are included.

Commercial Energy Managément Sérvicés: Services to customérs in
commercial buildings which provide customer assistance in the
form of information on thé relative costs and bénéfits to the
customer of installing measures or adopting practices which can
reduce thé customér’s utility bills. The information is
solicited by thé custéomer and is based on theée customer’s recent
billing history and/or customer-specific information régarding
appliance and building characteristics.
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Industrial Enerqy Management Servicesa: Servicés to customers in
industrial facilities which provide customer assistance in the
form of information on the rélative costs and benefits to the
customéer of installing measures or ad0pting practices which can
reduce the customer’s utility bills. The information is
solicited by the customér and is based on the customer’s récent
billing history and/or customer-specific information regarding
appliance and building characteristics.

Agricultural Energy Managesent Services: Services to customers
in agricultural facilities which provide customer assistance in
the form of information on the relative costs and benefits to the
customer of installing measurés or adopting practices which can
reduce the customer’s utility bills. Thé information is -
solicited by the customer and is based on the customer's récént
billing history and/or customer-specific information regarding
appliance and building characteristics.

Commercial Energy Efficiency Incentives: Programs which provide
incentives to customers in existing commércial buildings. Thé

incentives are intended to léad to the installation of a more
efficient device(s) or systems utilizing the same énergy source
than would have been installéd in the absence of the program.

Industrial Bnerqgy Bfficiéncy Inceéntivest¢ Programs which provide,
incentives to customers in existing industrial facilities. The
incentives are inténded to léad to the installation of & more
efficiént device(s) or systems utilizing the same énergy sourcé
than would have beén installed in the absencé of the program.

Agricultural Enerqgy Efficiency Incentivesi Programs which
provide incentives to customers in éxisting agricultural
facilities. The incentives are inténded to léad to the ,
installation of a more éfficient device{s) or systems utilizing
the same enerqgy source than would have been installed in the -

absence of the program,
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Nonresidential New Constructiont Programs which provide
financial incéntives or significant technical assistance to
builders of new nonresidential structures, with the primary
purpose of exceeding existing énerqy efficiency Title 24
standards. Program activitiés include fuel substitution
activitiés whén promoted _as an inteéegrated package of measures
which promote electric and gas eénerqy efficiency. If the’
building type is not _subject to Title 24 standaxds, New ,
Construction programs should offer financial incentiveées or )
technical assistance to éxceed enerqy efficiéncy over currently
acceptablé standard practice for these facilities. Néw
Construction programs includé education and support activities
for designers, architects, building officials, and other parties
who may influence the supply of and démand for buildings that are
more efficient than Title 24 requires {or curreéent practice if

Title 24 does not apply. The—incentivesare—intended—tolead—to
'l l l.‘ i .Ii< E & l *6'- -

Stréeet Lighting Conversion: Programs designed to replace less
efficient lighting équipment with more efficient lighting
equipment in utility-ownéd street lights,

Other Nonresidential Conservation/Ene

Any nonresidential conservation program or program activities not
defined above.

System Efficiency

Conservation Voltage Reductiont Programs which improve utility
generation system efficiency by requlating the voltage levels of
delivered electricity.

Other System Efficiency Programs: Any other program inténded to
improve the efficiency of utility-owned transmission or
distribution facilities.
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II. lLoad Managemsent

Load management programs are defined as any program which
reduces electric peak démand or has thé primary effect of -
shifting e€lectric demand from the hours of peak demand to non-

peak time periods, with a neutral effect on or negligible

increase in éelectricity use.

Residential Air Conditioner Cycling: Programs which involve the
installation of cycling devices on résidential air conditioning
equipmént. Air conditioning loads are interrupted ("cycled" or
*shed®) by the utility at times of peéak load.

Residential Time-of-Uset Programs intended to reduce customer
bills and shift hours of operation of appliances to off peak
periods through the installation of a time-of-usé meter and the
availability of time-differentiated rates.

Pool Pump Timert: Programs which involve thé promotion of
shifting pool pump hours of operation from on-peak to off-peak
periods.

Nonresidential Air Conditioner Cycling: Programs which involve
the installation of cycling devicés on air conditioning equipment
in nonresidential buildings. Air conditioning loads are
intgrrupted {"cycled® or "shed") by the utility at times of peak
load.

Nonresidential Time-of-Usét Program intended to réduce customer -
bills and shift hours of opération of equipméent from on-peak té
off-peak periods through thé installation of a time-of-use neter
and the availability of time-differentiated rates. Mandatory TOU
participation is not included.

Thermal Energy Storaget Programs which provide financial :
incentives to customers or builders to install thermal storage
equipment and materiadls capable of fully or partially storing
thegm;l energy during nonpéak periods for use during peak demand
periods.
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Interruptible/Curtailablet Programs which provide financial
incentives in the form of reduced billing charges to customers in
exchange for the capability of utility-initiated interruption or
curtailment of service. Terms of the reduced servicé agreéémént
(frequency, duration, penalty clauses, incentive levéls, cost of
equipment) are agreed to by contract.

Other Load Management: Any other load management program not
defined above.

IXI. Fuel Substitution

Fuel Substitution programs are defined as programs which
are intended to substitute {replace) énerqgy using equipment of
one fuet énéergy source with a different—fuel competing enexqy

source.3 Phe—programs—are—intended—to—influence—the

Electric Fuél Substitution: Programs which promote the _
customer’s choice of electric service for an appliance, group of
appliances, or building rather than theé choice of service from a
differént fuel. Thése programs increase customers’ electric
usage and decrease usage of utility-supplied natural gas. )
Electric fuel substitution includes Bypass Déferral Special

3 *Bhnergy source® currently refers only to utility-supplied
électricity and natural gas. As the analytical constraints become

léss reéstrictive for evaluating alternative fuels, this stipulation

may bé broadened accordingly.
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Contracts which cause the defeéerral or avoidance of the
installation of gas-firéd equipment which would havé been used to
produce eléctricity for the customer'’s use, and are negotiated
and established pursuant to CPUC procedures. Contract provisions
may include a discounted rate, conservation and/or load
management incentives, or a combination of rate and
conservation/load management incentives.

Gas Fuel Substitutiont Programs which promote the customer’s
choice of natural gas service for an appliance, group of
appliances, or building rather than the choicé of sérvice from a
different energy source. These programs incréaseé customer usage
of natural gas and decreasé usage of an alternativeée fuel.

IV. Load Retention and ILoad Building

Load rétention consists of programs which providé an_incentive or
substantial technical assistance and which défer or changé a
customer décision to téerminate or reéeducé utility serxrvicé.:. In
addition to retaining utility-suppliéed gas and électric loads,
thé program may causé a changé in the mix of électric and qgas
loads. ILoad rétention activities which are directed primaril
towards eléectric loads aré classified as "Electric Load '
Réetention® proqrams. Load rétention activities which are :
directéd primarily towards natural gas loads are classified as
*Gas Load Retention® programs. .

Load building programs are déefined as programs which havé the
effect of increasing thé annual sales/consumption of oné or both
utility-supplied fueéls without decreasing the consumption of :
either fuel: ILoad building activities which are directed

primarily toward electric load are classified as “"Electric Load
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Building® programs. Load building activities which aré directly
primarily towAdrd natural gas loads are classified as "Gas L.oad

Building® programs,

.- - 'Y &

€ontracts;—established-and—negotiated-pursusnt—to—adopted—€pPHe
o  ehich—defe , \ rectston—1 |
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V. Measurement and Evaluation Programs

Measurement and Bvaluation activities are defined as
programs and activities intended to establish or improve the
ability to measure and evaluate the impacts of demand-side
management programs, colléctively or individually,

Load Metering: Activities related to the collection, analysis-
and reporting of data obtained through the use-of metéring
deviceés. Includes metering at the level of appliances within
buildings as well as total building meétering and class load
metering. Meteéring activities are conducted on samples of
customers for the primary purpose of obtaining consumption and
demand estimates which are repreésentative of a customer class,

not of DSM program participants.

Customer Survéys: Activities related to the collection, analysis
and réporting of data obtained from customer contacts (e.g.

mail, telephone, on-SLte) regardlng buzlding characterlstlcs, _
appliance holdlngs, energy efficiency méasures in placé, customer
attitudes, or other information related to curreéent or future
energy usage patterns. Survey activities are conducteéd on
samples of customers for the primary purpose of obtalnlng
information about customers which are representative of a
customer class not of DSM progran participants,

New Technology Testing: Activities related to the measurement
and assessment of démand-s$ide téchnologies for pOSSlble inclusion
in futuré C&LN programs. Costs associated with in-sité testing
and evaluation of measures or devices in a pilot program are

included.
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Program Evaluation: Activities rélated to the collection,
analysis, and reporting 6f data for purposes of measuring progranm
_ impacts from past, existing or gotential program impacts.

Activitiés include program-specific évaluations as well as
activitiés which evaluaté more géneric issues which are relévant
to more than one program. Costs asséciated with the préparation
of this Reporting Requirements Manual to the CPUC are included as
a separate program within this category. :

Othér Measureméntt Activities not listed above which contribute
to the méasurement of past, current, or future demand side

program impacts.

Vvi. Other DSM Activities

Other DSM activitieés aré defined as a résidual category to
capture expenditurés which cannot be méaningfully included in the
previously-defined DSM program cateégoriés. A primary elément
includes géneral administrative and support costs which cannot
readily bé attributablée to thé implementation of any specific DSM
program.

Program Element Definitions

Description: *Program element" reférs to éither customer classes
within sectors or to end uses/measures within customeér classés or
customer sub-classes. .

Customér classes are defined by either rate schédule, SIC
codé, or énergy consumption characteristics. *Bnd usé" refers to
the purpose for which energy is uséd (see below); "measuré"
refers to specific customer actions which réduceé or otherwise
modify énérgy end use patterns.
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Customer Sub-Class Program Element Definitions: For the ,
residential sector the following threé types of program element
sub-class designations should beé used:

Single Pamily(SF)
Multi-Family(MF)
Mobile Home (MH)

For the nonresidential sector, sub-class program elements
consist of customers classified by SIC code and size
(consumption/demand). The size program element designations are
as follows:
Large {(greater than 500 kw) '
Medium (less than 500kw and more than 49kw)
Small (less than 50kw)

\ Customer SIC-based program élements consist of the
further dissaggregation of "industrial® (peéer the program »
definition) into the four sub-class designations used by the CEC
in the CFNM process (TCU, Assembly, Proceéss, and .
Mining/Extraction) and dissagregation of the Commercial Buildings
into the 10 SIC-based building typés used by the CEC.

End Use P am Element Definitionst Recomménded énd use
definitions/acronyms for the residential seéctor are as follows i

SPHT(e)=space heating, electric}

SPHT(HP)=space heating, heat pump}
SPHT(g)=space heating, natural gas}
SPCL(C)=central electric air conditioner}
SPCL{Ev)=evaporative coolerj}

SPCL{HP)=space cooling, heat pump;
SPCL(W)=window air conditioner}
WATHT(eé)=¢éelectric water heating;

WATHT(g)=gas watér heating}

REFR=refrigerator;

FREBZ=freezer}

COOK(e)=electric range};

COOK(g)=gas range;

LGHT=1ighting}

PLPMP=pool pump; _

SPCL{g)=space cooling, natural gas} -
SPCL(gHP)=space cooling, natural gas heat pump}
SPHT{gHP)=spacé heating, natural gas heat pump.
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Recommended end use désignations/acronymns for the
commercial building sector are as followst

LGHT(I;=indoor lighting}

LGHT{0)=outdoor lighting}

AC(e)=air conditioning, electric}

AC(g)=air conditioning, natural gas}
VENT=ventilation{motors/fans to doperate HVAC equip);
SPHT(e)=electric space heating}

SPHT'(g)=natural gas space héating}

WATHT (e)=électric water heating;

WATHT(g)=natural gas water heating;
RBFR=refrigeration

COOK{e)=eléctric cooking}

COOK(g)=natural gas cooking}

Misc(é)=miscéllaneous électric}
NISC({g)=miscellaneous natural gas}

SPCL{ space cooling, natural 5 &

SECL ACE _CC i é

SPHT{gHP)=space heatin natural gas heat pump.

Other Terms:
Useful Life¢ The léength of time (yéears) for which the
load impacts of a DSM measure/device is éxpécted to last.

Load Impact Adjustments: Refers to any adjustménts madeé
to load impacts for purposes of valuing the impacts in the
contéxt of cost-effectivéness évaluation. The primary éxample
would be the usé of "Net-to-Gross" factors, as defined and used
in the Standard Practicé Manual for Economic Analysis of Demand-
side Managemént Programs, Décémbeér, 1987. Other éxamples would
include éstimates of the amount and rate or decay in ;
effectiveness of the measures, and therefore the decline in load

impacts over time.

(END OF ATTACHMENT 3)




