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Moiled 

Deoision g~-10-020 October 6; 1992 
OCT.. 7 1992 ... -.. . 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE 
. (fi)mh~nNl fA\ (6 
STA~~ . 

Order Instituting Ruiemaking on the } 
Commissionis own motion to establish 
rules and procedures governing 
utility demand-side management. ~ 

Order Instituting Investigation on 
the Commission's own motion to 
establish procedur~s governing 
demand-side management and the 
competitive procurement thereof. 

~ 
l 
) 

-----------------------------------) 
IN'l'EIUH OPINION 

R.91-0&-003 
(Filed August 7, 1991) 

1.91-08-002 
(Filed August 7, 1991) 

ON DsK TER1IS AND DRFIIUTIOIfS, RuLEs FOR 
FUEL SUBS'l'ITO'l'ION ARi> NEW CONSTRUCTION PRoGRAHs 

1. S'_ary 

By today's order, 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 adopted rules and. definitions; as 
modified by this order; are presented in Attachment 3. 
2. Procedural. BackgroUnd 

In Decision (D.) 92-02-075, we issued rules governing the 
evaluation, funding and implementation of O$M programs and 
associated shareholder incentives. In that order, we directed 
parties to further discuss recommendations for modlfyirtg DSK terms 
and definitions, including: 

o Recommend~d criteria for categori~ing fuel 
substitution programs as energy efficiency 
programs, including recommended sources of 
assumptions for testing the~r cost­
effectiveness • 
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o Further refinements{enhancements to 
, .Kea~utementland Eva uation (M&E) 
. definitions and program sub-categori~s, 

including ORA's recommendation to shift 
utility end-use Research, Development and 
Demonstration (RD&D) activities to the DSH 
side of the companies. 

o Recommended definitions and/or criter~a to 
distinguish load management programs which 
promote energy efficiency from load building 
or load retention programs. 

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

The Commission Advisory and Compliance Division (CACO) 
conducted workshops on these issues on April 20-23, 1992. 
Representatives of the following organizations attended the 
workshopst san Diego Gas & Electric company (SOG'E), ~outhwest 
GAS, Pacific Gas and Electric company (PG&E), Southern california 
Gas company (SoCal), Southern California Edison Company (SeE), 
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 
institute of Energy Efficiency (CIEE), Tecochill/Tecogen, Inc., 
California Manufacturers Association, Proven 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. Comments were received 
from PG&E, SDGSE, SCE, SoCal, DRA, CEC andNRDC. The final 

1 As disc~ss~d in the prehearing conference held on April 3; 
1992, the definitions related 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 proCeeding. The WOrkshop 
repOrt presents the positions Of workshop participants on all 
issues and describes consensus and nonconsensus positions on 
specific ianguage revisions. 

Per our directives in 0.92-02-075, the assigned 
Administrative Law Judge (ALJ) reqUested further comments on CACD's 
workshop repOrt from all parties to this proceeding. 2 Additional 
comments were timely filed by SCE, SoCal, SDG&B, PG&E and NRDC. 3 

Reply 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 nonadversaiial 
workshop process. Host of the language modifications to DsM terms 
and definitions that we adopt today reflect consensus positions of 
workshop participants. The workshop process also served an 
important role in identifying remaining areas of disagreement, and 
CACD did an excellent job of describing the options for Our 
consideration in its workshop report. 

The workshop rep?rt, along with parties' comments, 
describes 1n detail the areas of consensUs and nonconsensus. As a 
result of the workshops, several changes were prop6sed to 
Appendix B of the August 7, 1991 Order Instituting Rulemaking and 
Investigation. as well as to the OSK rules adopted in 0.92-02-075. 

2 See 0.92-02-075, mimeo., p. 65: ALJ Ruling dated July 17, 
1992. 

3 ORA's additional comments ~ere filed in an untimely manner, 
and were not considered in our final deliberations over DSM terms 
and definitions. He note, however, that DRA's position on specific 
issues was described in CACD's workshop report, and in ORA's 
comments on the draft repOrt (see Attachments 1 and 2) • 
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Workshop partioipants als6 agreed'that it would be useful to 
incorporate the adopted DSK terms and definitions into the 
~rting Requirements Manua! (RBM).4 Rather than repeat ail of 
the proposals in today's order, we have appended summaries of the 
consensus and nonconsensus positions in Attachments 1 andi. 
Attachment 1 presents consensus and nonconsensus language propOsals 
for OSM terns and definitions. Attachment ~ 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 
reached general agreement on most DSK terms and definitions, 
including lost opportunities, cream skimming, resource value, 
uneconomic bypass, conservation and energy efficiency, informAtion 
programS, energy management services, weatherization retrofit 
incentives, appliance efficiency incentives, direct assistAnce, 
loAd management, load retention, load buiiding, air conditioner 
cycling programs, thermal energy storage, time-use programs, and 
most program element definitions. 

We have reviewed the consensus proposals for these terms 
and definitions, and find them to be consistent with the policy 
guidelines established in 0.92-02-075. We therefore adopt the 
proposed consensus language, with minor modifications. (see 
Attachment 3.) 

specifically, we delete reference to particular programs 
that may be subject to cream skimming. We agree with Transphase 

4 The RRH w~~ ~eveloped in respqnse to our directive to 
Commission staff in the Dec~mber 1986 PG&E general rate case . 
decision (23 CPU~2d 149( 21~). I~ that decision, we expressed the 
need for reporting requ1rements on DSHproqrarns which were founded 
on a common set of definitions. The RRK has been prepared by CACD 
and,Q~ 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 therefore be left aB."general as 
possible. S We also delete the reference to ·most or many· hours 
of operation in the definition of conservation programs. We agree 
with NRDc that the number 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 ex post measurement of 
savings are more clearly established. 

We als? agree with NRDC and Transphase that the 
definition of load management programs should clearly distinguish 
those programs from load building, and add appropriate language. 
In response to soeal's comments, we modify the definition 6£ 
Residential Weatherization Retrofit Programs so that it does not 
preclude nOnbuilding-shell improvements that are implemented at a 
different time from building-shell improvements. We also agree 
with 50Cal that fuel substitution programs should not be inciuded 
under energy efficiency incentives programs, and modify the 
consensus language accordingly. 

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

5We do not adopt the consensus recommendation to require 
utilities to include strategies designed to avoid cre~ skimming in 
th~ir requests for sh~reholder incentives or program funding. In 
D.92-0~-075t we specifically dropped similar language from Rule 3, 
and refocused t~e repOrting requirements on strategies to capture 
lost opportunities. (See Rule 2.) 
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environmental and source-fuel tests desoribed below, utilities 
carry the burden ot· proof to demonstrate that the henefit$ of the 
programs justify relaxing our foc~s on energy efficiency programs 
(i.e., relaxing the Total Resource Cost (TRC) test of cost­
effectiveness requirement). We prefer that any program with load 
building or load retention purposes, including ones with fuel 
substitution characteristics, be included and evaluated under load 
building or load retention program categories. 
3.2 Ronconseil.sus Issues 

In their comments and the workshoPI parties identified 
several. areas of nonconsensus, including definitions and cost­
effectiveness criteria for fuel SUbstitution, the role 6f utility 
vehicle-related activities in DSK definitions, cost-effectiveness 
criteria for load building and load retention 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 issues in sections 3.2.1 to 3.2.5 below. 
3.2.1 Fuel SubstitJltion 

parties differ on whether the definition of fuel 
substitution should be applicable to fuels other than utility­
delivered electricity and gas, We agree with DRA that expanding 
the definition 6f fuel substitution to encompass wood, methane, 
propane, butane, liquid natural gasl etc. would leAd 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 be to broaden the 
definition to encompass all fuels, as analytical constraints become 
less restrictive. Option 3 presented in Attachment 1 represents 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, 
because of the potential for fuel switching to result in 
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envirOnmental degradation or increased source-luel consumption, 
Accordingly, all p~rties agree tda t~ree-pron9 test that evaluates 
the net impacts of each fuel substitution program onl (1) the 
environment, (2) source-fuel consumption (in British Thermal Units 
or BTUs) and (3) total resource costs. 

Some parties argue that there should be threshold or 
up-front standards for the environmental and source-luel" tests. 
Others argue that proponents should disclose the results of these 
tests and bear the burden of proof justifying funding for any 
program that degrades the environment Or increAses consumption of 
source-fuel. Some parties recommend that fuel substitution 
programs be required to pass the TRe test with a ratio of 1.20 Or 
greater. 6 Others argue that a standard of 1.0 should be used. 
parties also disAgree over whether the three-prong test should be 

relaxed in evaluating fuel substitution applications in new 
construction programs. (See Attachment 2.) 

In Rule 13 of D.92-02-075, we clearly stated that a 
simple screening of luel substitution programs.based on the TRC is 
not sufficient. Rule 13 states that fuel substitution programs 
·should reduce the need lor supply without degrading environmental 
quality.- Therefore, proposals to establish a -disclosure/burden 
of proof- standard for fuel substitution programs that degrade the 
environment violate our established policies. In calling for 
workshops on definitional issues, we cautioned parties that these 
workshops should not become a forum for relitiqating the basic 
principles we established in 0.92-02-075. (Id., mimeo., p. 28.) 
The principle established in 0.92-02-075 to promote fuel switching 

6 The TRC test measures the net impact o~ a OSM program as a 
resource opt'ion, based On the total costs of the resource. The 
results of the TRC ~est can ~ expressed either as a benefit-cost 
ratio or in terms of net benefits • 
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only if it has a neutral or beneficial effect on the environment is 
sound public policy, and s~ould be upheld. 

The goals of this Commission, utilities and customers are 
also not served by imple"aenting fuel substitution programs that 
increase source-BTU consumption of nonrenewable resources. Even 
without environmental degradation, it does not serve the public 
interest to promote fuel switching that decreases the efficiency' 
with which caiifornia utilizes depletable resources. We therefore 
adopt SCE's proposal to establish up-front standards for cost­
effective, source-fuel efficient, environmentally sensitive fuel 
substitution p~ograms. We agree with seE and others that· 
consistent standards should apply to all fuel substitution 
programs, whether intended for retrofit or for new construction 
applications. 

We reject proposals to require that fuel SUbstitution 
programs have a TRC ratio at or above 1.20. The additionai' 
environmental and source-BTU tests will enable us to make i~formed 
decisions as to whether a proposed fuel substitution program should 
be funded by ratepayers, without adding a higher TRC hurdle. 
Moreover, ORA's concerns abOut gas marginal costs are being 
addressed in our gas long-run marginal cost proceeding, 
Investigation (t.) 86-06-005. 

Accordingly, we add the following langUage to Rule 13 of 
0.92-02-075t 

·Fuel-~ubstttution programs, whether applied to 
retrofit or new. construction applications, must 
pass the fo~lowing three-prong test to be 
considered further for fundingt 

(1) The program must not increase source-BTU 
consUmption. propOnents of fuel 
substitution programs should calculate the 
source-BTU impacts using the current 
eKC-established heat rate. 

- 8 -

• 

• 

• 



• 

• 

• 

R.91-08-003, 1.91-08-002 ALJ/KEO/f.a 

(2) 

(3) 

The program. must have a TRC benefit-cost 
ratio O£ 1.0 or greater. The TRC test 
used for this purpOse should be develOped 
in a manner consistent with Rules 7-10. 

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 recently adopted 
values for residual emissions in the 
Update.-

We note, however, that workshop participants did not 
explicitly address the issue 6f 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 
0.92-03-038, we required that the baseline reference for 
calculating energy savings under PG&E's pilot bidding program be 
the minimum standards equipment, not existing equipment. 
(0.92-03-038, mimeo, 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 iike to receive further comments on this issue from 
interested parties, Specifically, parties should comment on what 
the baseline reference for fuel substitution programs should be 

(e.g., existing equipment, minimum standards equipment, most 
efficient available technology) and what sources of data are 
available to implement their propOsal. parties should include in 
their comments specific language clarifying Rule 13 (as modified by 
today's order) with regard to the baseline reference. 

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 these comments, we will provide additional guidance on 
the appropriate baseline reference fot fuel substitution programs. 
3.2.2 Alternative FUei vehicles 

Several parties suggest modifications or additions to DSK 
terms and definitions that would address vehicle-related activities 
of the utilities. We agree with SoCal, SDG&E and others that the 
appropriate-forum for d~fining the scope of utility involvement in 
these activities is our low-emissions vehicle ptoceedlng, 
I.91-10-02g/Rulemaking (R.) 91-10-028. If we determine in that 
proceeding that vehicle programs should be connected to DSK 

programs, we can adjust DSH terms and definitions at that. time. 
until then, our adopted DSM Rules and definitions will apply to 
stationary energy-using equipment. 
3.2.3 Hew Construction Proara.s 

Two different approaches to considering new construction 
programs were presented at the workshops. One was to treat new 
construction as a market sector (rather than a program), with 
corresponding resource, equity, service, commercialization and 
demonstration programs within that sector. Under this approach, 
each program in the new construction sector would be evaluated 
separately, using the criteria appropriate for the program tyPe 
(e.g., using the THe test for all resource programs). The second 
approach would treat new construction programs as activities 
designed primarily to support higher efficiency standards, Under 
this approach, strict adherence to the TRC test would not be 
required for any individual component Qf the residential and 
nonresidential new construction programs. 

we believe that new construction programs have a dual 
purposet delivery of resource value and support for new energy 
efficiency standards. The cost-effectiveness criterion stipulated 
to by DRA and PG&E reflects this dual purpose. (See Attachment 2.) 
Under their proposal, the nonresidential and residential new 
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construction programs would each have to pass the TRC test as a 
minimum. threshold. This ensures·. that ratepayers' investments in 
promoting higher efficiency standards will still yield a r4turn in 
the form of reduced resource costs for the programs overall. 
However, this requirement does not locus on maximizing th& level 6£ 
net resource benefits in making funding decisions, nor does it 
require that program elements or measures within the residential 
and nonresidential programs pass the TRC test. In this way, ORAts 
and PG&B's proposed criterion appropriately balances the dual' 
objective of achieving both the resource benefits and the potential 
benefits of future higher energy efficiency standards, that should 
be inherent in well-designed new construction programs. 7 '.We 
agree with PG&E that new construction programs should also be 

desiqned to minimize lost energy efficiency opportunities. 
Accordingly, we add the following language to Rule lIt 

-New Construction Programs should be d~signed, 
fu~ded and implemented in a mAnner whi~h __ 
effectiv~ly promotes the development of future, 
~igher efficiency s~andards by the CEC, as well 
as the objectives of Public Utilities Code 
§ 701.1. In conjunction with the CEC 
standards, utility New Const~ction Programs , 
should provide resource benefits in the form of 
reduced demand to be met by the utility 
electric and gas systems. Uti~ity New . 
Construction programs should also be designed 
to minimize lost enerqy efficiency 
opportunities. 

1 We recog~ize that fuel substitution programs that fail the TRC 
test may be effective in promoting new CEC standards. However, 
relaxing the TRC test could also i~troduce perverse Inc~ntive~ for 
the utilities to promote noncost-effective fuel substitution in the 
new constructio~ sector, since by doing so.they may be able to 
increase their future market share. Therefore, we will still 
require that fuel substitution program elements or measures within 
new construction programs pass the three-prong test described in 
Section 3.2. L 
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-For each New construction program (residential 
and rtonresidential)t the TRC test should.be the 
primary indicator of cost-effectivene$s for the 
program as a w~ole. Each program as a whote 
must pass the TRC test) individual measures or 
program elements promoted by each program need 
not indicate 'l'RC cost-effectiveness. However, 
fuel substitution activities in the new 
construction sectot 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.-

3.2,4· Additional :RD&D Rules 
In its comments to the Order Instituting Rulemaking, DRA 

proposed that the funding and reporting of utility end-use RD&D be 
transferred to DSK budgets and reporting requirements. During the 
workshops, ORA modified its proposal, Instead of developing 
funding linkages between end-use RD&O and OSK budgets, DRA now 
propOses that rules be adopted to establish such coordination • 
(See Attachment 2.) 

We agree with SCE, socal, PG&E and NRDC that this 
proceeding is not the appropriate forum for defining RD&D 

objectives and priorities for the utilities, or for defining the 
pUrpOse and activities of the eIRE. DRA's proposed Rules 30-32 
attempt to do just that, and are therefore rejected without 
prejudice. The types of Rn&O policy and definitional issues that 
ORA raises should be addressed in our generic RD&D rulemaking 
proceeding (R.87-10-013). We do expect, however, that end-use RD&D 

utility staffs and the H&E staffs will coordinate closely, in order 
to ensure that RD&D products are adapted as well as possible to M&B 
requirements. 
3.2.5 Other HonconsensUs Issues 

At the workshops and in their comments, parties proposed 
additional terms and definitions for resource, equity, service, 
demonstration, commercialization and H&E programs. We see no 
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reason to add separate definitions for resource, equity and service 
programs, as PG&E suggests, since curten~ program definitions 
already encompass these types 6f programs. As discussed above, 
pOlicy and definitional issues related to RD&D (including 
commercialization phases) sh6uld be addressed in our RD&D 
rulemaking, not in this proceeding. Therefore, we will not add 
Socal's propOsed -Market Entry Support program- definition, 6r 
PG&st s proposed ·Commercialization· and -DemOnstration- program 
definitions at this time. 

With regard to H&E programs, we agree with NRDC that any 
additions or modifications to our proposed definitions should be 
deferred until after the M&E w6rkshop 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 Bcon<aic oevei.oJEl'lt Progra.s 

Several parties noted that the currant definition of load 
retention does not encompass the types of -economic development­
activities referred to in Public utilities code § 740.4, e.g., fiSH 
incentives designed to retain businesses that would otherwise leave 
a utility service territory or california because of the cost of 
environmental regulations. In D.92-02-075, we stated that more 
specific guidelines for evaluating and funding both load building 
and economic development activities would be developed in a later 
phase of this prOceeding. We recognize that there are 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 later phase of this 
proceeding • 
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Pindirtgs of Pact 

'1. Pursuant to Ordering paragraph 7 of 0.92-02-015, CACO has 
conducted workshops on DSM cost-effectiveness issues, terms and 

• 
definitions. 

2. At the workshops, parties developed consensus language 
modifications and additions to our propOsed DSH terms and 
definitions. 

3. The consensus language modifications to our proposedDsK 
terms and definitions are consistent with the policy guidelines 
established in 0.92-02-075. 

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

5. Rule 13 of 0.92-02-075 clearly states that fuel 
substitution programs should reduce the need for supply without 
degrading environmental quality. 

6. Even without environmental degradation, it does not serve 

• 

the public interest to promote fuel switching that decreases the • 
efficiency with which california utilizes depletable resources. 

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

8. I.9i-10-029/R.91-10-028 is the appropriate forum for 
defining the scope of utility involvement in vehicle-related 
activities. 

9. Requiring overall program, but not measure-specific, TRC 
cost-effectiveness for new construction programs appropriatel.y·· 
balances the dual objective of achieving both the resource benefits 
and benefits of future higher energy efficiency standards, inherent 
in wall-designed new construction prOgrams. 

10. Relaxing the TRC test for fuel substitution activities 
within the new construction sector could create perverse incentives 
for the utilities to promote noncost-effective fuel substitution in 
that sector. 
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11. R.Si-l0-Q13 is the appropriate forum for addressing the 
pol.ioy and definitional iSBues rel~ted to utility-sponsored RD&D, 
including commeroialization activities. 
Conciusions 6f La" 

1. The consensus propOsals for fiSH terms and definitions 
should be adopted, with the minor modifications described in this 
order. 

2. The -disclosure/burden-of-pr06f- approach to evaluating 
the envirOnmental impact of fuel substitution programs is 
inconsistent with our established policies. 

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

4. consistent standards should apply to fuel substitution 
proqrams intended for either retrofit or new construction 
appli~ations. 

S. Rule 13 should be modified to require that fuel 
substitution programs pass the f61towing three-prong test to be 
conside~ed further for funding' 

(1) The program must not increase source-BTU 
consumptloilJ 

(2) 

(3) 

The program,must have a THe benefit-cost 
ratio of 1.0 or greater; and 

The program must not adversely impact the 
environment. 

6. Rule 13 should be clarified to requite that even'fuel 
substitution programs with a predominantly load buiiding or load 
retention character must pass the environmental and source-BTU 
tests. utiiities should carry the burden of proof to demonstrate 
that the benefits of the programs justify relaxing our focus On 

energy efficiency (i.e., relaxing the TRC requirement). 
7. Our adopted DSM Rules and definitions should apply only 

to stationary energy-using equipment at this time . 
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8. Rule 11 of D.9~-O~-C75 should be modified to requlre that 
new construction programs pass' .the TRC test for b6th the 
residential and nonresidential prOgr~ as a whole. Strict TRC 
adherence should not be required for individual meAsures or program 
elements, except for tuel substitution activities. 

9. ORA's propOsed Rules 30-32 should be rejected, without 
prejudice. 

10. End-use RD&O utility staffs and the H&E staffs should 
coordinate closely, in order to ensure that RD&D products are 
adapted as well as possible to M&E requirements. 

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

12. The definition of energy efficiency should not be 

modified further until the protocols for ex post measurement of 
savings are more clearly established. 

• 

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

IIft'RRIM ORDBR 

IT IS ORDERED thatt 
1.· The demand-side management (OSH) rules, program terms and 

definitions in Attachment 1 of Decision (D.) 92-02-075, as 
corrected by 0.92-03-007, are modified as indicated in Attachment 3 
to this order. Until further notice of this Commission, the D5M 
ru1eSt terms and definitions presented in Attachment 3 shall be 
used by respondents in the development and implementation of their 
DSM programs. 

2. Within 20 days from the effective date of this order, 
reSpOndents and interested parties shall flle 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 order, respo-ndent& and interested parties shall file reply 
comments, C6mmen~s shali be filed at the Commission's Docket 
otfice and served on all appearances and the state service list in 
these proceedings, 

3. within 120 days from the effective date of this order, 
the Co~i8s16n Advisory a~d Compliance Division (CACD) shall issue 
an addendum to the oemand~side Management Reporting Requirements 
Hanual (BBH), r~placing Appendix A of the RRK with the DSM terms 
and definitions adopted in todaY'sorder. CACD shall serve coples 
of the revised BBH on all parties and the state service list in 
these prOceedinqs. 

This order is effective today. 
Dated October 6, 1992, at san Francisco, California. 

N 
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DANIEL Wm. FESSLBR 
President 

JOHN B. OHANIAN 
PATRICIA K. ECKERT 
NORMAN D. SHUMWAY 

Corranissioners 

I CERllFY THAT THIS 'DECiSION 
\VAS APPROVED BY n~E AnoVE 

COMMISSJONi:RS '\"QbA ", -

LJ.~~~r /19 - - . 
! !l ~ , 
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WORKSHOP CONSKNSUS/HOMCONSKNSUS LANGUAGE 
FOR oSK PROGRAM TERMS AND DEFINITIONS 

Lost Opportunities 

Workshop consensus. 

. Efficiency measures which offer long-lived, cost-
effective savings that are fleeting in nature. A lost opportunity 
occurs when a customer does not install an energy efficiency . 
measure that is cost-effective at the time, but whose installation 
is unlikely to be cost-effective later. (If these measures are not 
exploited promptly, the opportunities are lost irretrievably or 
rendered much more costly to achieve.) 

Creatll Skimming 

Workshop general agreementt 

, [DeSigning and implementing only the lowest cost energy 
efficiency programs and load manaqement programs which promote • 
energy efficiency while leaving behind other cost-effective 
opportunities for energy efficiency.) Cream skimming results in 
the pursuit of a limited set of the most cost-effective measures, 
leaving behind other cost-effective opportunities, Cream skimming 
becomes a problem when lost opportunities are created in the 
process. Programs that may be subject to cream skimming includet 

Direct Assistance 
Retrofit Energy Efficiency Incentives 
New Construction 
Fuel substitution 
Load Management (Thermal Energy Storage) 

1 Underlining indicates proposed additiOns and brackets «(I) 
indicate propOsed deletions to the DSK Terms and Definitions 
adopted in 0.92-02-075 (issued under separate order in 
0.92-03-001) • 
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In addition, participants recommended that a sentence, 
providing operational guidance, be added to Rule 3 adopted in 
0.92-02-075. 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 uest 
for shareholder incentive 
should -include strategies 
activities,-

Resource Value 

Workshop general agreementa 

• 

(A measure of the extent to which energy efficiency and 
load management programs reliably reduce utilities' fuel and70r 
capacity needs.] An estimate of the reliable energy (e.g., kWh. 
therros) and capacity (e,g., kW. Mefd) reductions resulting from a 
DSM program. The calculation of resource value should be . 
consistent with the aVOided costs of electric service adopted in • 
the Biennial Resource Procurement Update and, when, completed, the 
avoided costs of natural gas service adopted in Investigation 
86-06-005. 

Uneconomic Bypass 

Workshop consensus to add termt 

Customer power generation or supply at a cost less than 
utility retail tariffs. but above utility marginal cost to serve. 
Electric bypass deferrals mayor may not include a correspOnding 
opportunity cost due to the potential loss in natural gas sales. 
An opportunity cost is realized if the customer would have 
installed natural gas-fired generation equipment to produce 
electricity for the customer's use. 

Workshops non-consensus regarding the addition of the following 
termst 

ro rams which result 
least one fuel 

which are cost-effective 
greater than one). 

• 
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De.oristration Pr9graasi Programs allow for the testing of OSH 
concepts or technologies which have the potential for becoming 
equity or resource programs once proven. Programs will exit the 
demonstration program category when it can be shown they meet the 
criteria for another program category. 

Ca.aercialization prograast programs are designed to acquaint the 
market with promising technologies. test savings, increase product 
availability and reduce prices. The goal is that a high percentage 
of these products will become cost effective and can then be 
incorporated into future resource programs and new energy 
efficiency standards. 

Equity progra.s* Programs to ensure that those customers, 
especially lower-income customers, who are unable to take advantaqe 
of standard rebate programs, still have some energy efficiency 
programs available to them. 

Service ProQra.si Programs that provide service and information in 
a customer-specific way and cannot be classified as Resource -
Programs because they are either not cost-effective or the resuits 
are difficult to quantify. These include energy 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 effect 
of reducing consumption ot at least one fuel during most or many 
hours of operation of the equipment or building affected by the 
measure. Energy efficiency programs are defined as programs which 
reduce energy use for a comparable level of service. 

Note! Workshop consensus item! Parties agreed that the definition 
of energy efficiency should not be changed until the protocols· for 
ex pos~~m~asurement are more.clearly.established. These may impact 
the defin1tion of energy eff1ciency. Nonconsensust when . 
modifications are considered, define conservation and energy 
efficiency separately and clarify whether energy efficiency is a 
subset of conservation or vice versa. 

RESIDENTIAL CONSERVATION AND ENERGY EFFICIENCY 

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

Residential weatherization Retrofit Incentives. Workshop 
consensus a 

Programs which provide financial incentives (rebates, low-interest 
loans) to install weatherization measures in existing buildings. 
(The incentives are solicited by the customer and based on the 
customer1s 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 Constructioni 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 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 subiect to Title 24 standards, New Construction programs 
should offer financial incentives or technical assistance to exceed 
energy 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 demand 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 programs! nonresidential information programs, 
commercial, industrial, agriCUltural energy management ser~ices, 
streetlighting conversion, conservation voltage reduction, and 
other. 

• 
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Ca..ercial Energy Efficiency Incentives •. Workshop consensusl 

programs which provide incentives to customers in existing 
commercial buildings. The incentives are intended to lead to the 
installation of (a) more efficient device(s) or system(s) than 
would have been 1nstalled in the absence of the program. 

Industrial Energy Efficiency Incentives: Workshop consensus, 

Programs which provide 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 Energy Bfficiency Incentivesi Workshop consensust 

Programs which provide incentives to customers in existing 
agricultural 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. 

• Nonresidential New Construction I Workshop non-consensus: 

• 

Programs which provide financial incentives or significant 
technical assistance to builders of new nonresidential 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 subject to Title 24 standards. New Construction programs· .. 
should offer financial incentives or technical assistance to exceed 
energy 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 demand 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 construction and operation of equipment 
which is more efficient than would have occurred in the absence of 
the program. ) 

I I. WAD MANAGKHENT 

Workshop participants'generally agreed to retain current 
definitions for load management programs • 
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III. FUEL SUBSTITUTION 

Workshop non-consensus' 

1. Fuel substitution programs are defined as pro9rams which are 
intended to substitute (replace) energy using equ1pment 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 stationa e ui ment at an existin customer remise, with the 
effect of increasing sales consumption from one (uel and decreasing 
sales/consumption from the competing fuel. ~he reference point for 
classifying a progranl 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 these programs 

• 

are cost-effective should be on the proponent. Two types of fuel • 
substitution are to be defined' 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 energy using equipment of one energy source with a 
competing energy source. ~his definition would be used with the 
footnoted stipulation that -energy source- refers only to utility 
supplied electricity and natural gas. As the analytical 
constraints become less restrictive for alternate 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 pursuant to CPUC 
procedures. Contract provisions may include a discounted rate, 
conservation and/or load management incentives, or d combination of 
rate and conservation/load management incentives. 

• 
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workshop non-consensus I Blectric Fuel Substitution. programs 
which promote the customer'S choice of utility-delivered elec~ric 
service for stationary energy using equipment rather than utility­
delivered natural gas. ~hese programs increase customer electric 
usage and decrease usage from utility-supplied natural gas, 

Gas Fuel Substitution! Pr6gra~s which promote the custQrner's 
choice of natural gas service for an appliance, group of . 
appliances, or buildinq rather than the choice of service from a 
different energy source. These programs increase customer usage of 
natural gas and decrease usage of an alternative fuel. 

Workshop non-consens·us t Gas Fuel Substitution. Programs which 
promote the customer's choice of utility-delivered natural gas 
service for stationary energy using equipment rather than utility­
delivered electricity. These programs increase customer natural 
gas usage and decrease usage from utility-supplied electricity. 

IV. LOAD RBTElft'tON AND LOAD BUILDING 

• Workshop consensus I Load Retention and Load Building should be 
defined separatelyt 

• 

(LOad RetentIon and Load Building programs are defined as pro9rams. 
which have the effect ot increasing the annual sales/co~sumption of 
one fuel without affecting the customer·s use of other fuels.] 

LOad retention consists of programs which prOVide an incentive or 
substantial technical assistance and which defer or change a 
customer decision to terminate or reduce utility service, In 
addition to retaining utility-supplied gas and electric loads, the 
program may cause a change in the mix of electric and gas ·loads. 
Load retention activities which are directed primarily towards 
electric loads are classified as -Electric Load Retenti6n~ . 
programs. Load retention activities which are directed primarily 
towards natural gas loads are classified as ~Gas LOad Retention­
programs. (In its comments, DRA stated that ·utility-delivered­
should replace "utility-supplied,-) 

Load building prOgrams are defined as 
effect of incteasin the annual sales COflsum tion of one or both 
utility-supplied fuels without decreaSing the consumption of either 
fuel. Load building activities which are directed primarily toward 
electric load are classified as -Electric Load Building- programs. 
Load buildinQ activities 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 itemt In its comments to the draft report; DRA 
proposed this modification to the RRH defltlitiont Load Retenfion 
and Load Buildin ro rams are defined as r6 rams which have the 
effect of increasin the annual sales consum tion of utilit 
delivered electricit and or natural as with minimal or no 
reductions in the use of either electricity or natural gas. 
Programs, and associated increases in loads, are directed toward 
stationary energy using eguipment. 

Non-consensus itemt In its comments to the draft report, ORA 
proposed the addition of a new and separate DSK program category to 
address Alternative Fuel Vehicle (AFV) activities of the utilities. 

A1ternative Fuel Vehicle Proqraast Utility-sponsored activities 
which provide financial incentives or substantial technical 
assistance for the promotion of electric or natural-gas vehicles. 
Activities which entail the assessment of markets and system 
impacts of alternative fuel vehicles are also included. 

Workshop consensust Delete the separate definitions for electric 
load retention, electric load building, natural qas load retention 
and natural qas load building. 

V. MEASURBMER1' AND EVALUATION PROGRAMS 

Workshop non-consensus: The following categories were proposed to 
be added or modifiedt 

I. General Measurement! General measurement consists of those 
supporting data collection activities that are of common interest 
across all demand analysiS activities within the utility, including 
demand forecasting, program evaluation, measure evaluation, and 
other ongoing efforts. 

IA. Load Metering' consists of a series of studies that collect, 
analyze" store and distribute actual consumption data for customer 
classes and end-uses through phYsical measurement and correlation 
with short units of time. These data support rate setting, system 
load impact analyses, peak demand forecasting, and other analytic 
activities requiring knowledge of the time variation of customer 
loads. 

• 

• 

• 
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lB. Saturation Surveys. Activities related to the planning, . 
collection, storage, analysis and distribution of information about 
specific customers done as part Of an effort to understand building 
characteristics, appliAnce holdings, DSK measures installed, 
customer behavior, and general customer energy usage of broad 
classes of customers. 

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

II. Program Evaluation and Developmentt 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 Requirements Manual and other 
requirements. 

IIA. Program Evaluationt The set of activities needed to 
determine accurate estimates of energy and peak savings for 
individual operating progrAms. This would include efforts to 
assess the persistence of measure performance and savings over time 
as well as the impact of programs on the incremental cost of· 
measures over time. It also includes efforts to assess the net 
energy impacts of any particular program. 

lIB. Pro~ram Developmentt consists of those exploratory efforts 
to develop improved program designs, including new delivery 
mechanismst process evaluations, and what the Collaborative 
described as formative studies. 

lie. Program Reportingt consists of those activities needed to 
collect descriptive information related to the achievements and 
scope of all operating DSM programs, irrespective of type. 

III. Technology Assessmentl consists of those activities 
collectively designed to evaluate the performance of stationary. 
technologies in the field and to determine the impacts of increases 
in market share for each technology on the utility system or other 
broad planning criteria • 
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IlIA. Technology Evaluations. activities which install. meaSure. 
record. and evaluate the performance of equipment within the 
facilities of customers. All elements of engineerin~ performance 
and customer satisfaction with the equipment. includ ng comparisons 
with other equipment options. are legitimate activities. BOth new 
and eXisting measures are eligible. LOad metering of the specific 
load profile of each technology is also included here. 

IllS. 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 energy 
consumers of the utility's franchise service area. 

IIle. Program Supportt activities which are needed to provide 
centralized engineering support to mUltiple programs in the field, 
or to provide coordination with non-utility programs. 

IIID. Planning Model Development! actiVities related to 
developing. improving, or enhancing energy demand forecasting. 
integrated resource planning. and emission projection models for 

• 

the purposes of baseline demand forecasts, DSM program evaluations. • 
DSM potential evaluations, or comparatiVe studies of DSH versus 
generation resource additions. 

IIIE. System Impact Assessments; activities related to 
implementing energy demand forecasting. resource planning. or 
emission projection models to evaluate the 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 
technology across the customer base of the utility. 

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

• 
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IVB. Market Research. activities which suppOrt understanding of 
consume~ purchase and utilization of vehicles, operating fatterns, 
scope of market niches for different size and type of veh clas, 
projections of consumer acceptance under various programmatic 
influences and related activities. Assessment of rosed DSM 
ro rams and or rates to control refuelin is included. 

IVC. Transportation Modeling. activities which suppOrt 
development of transpOrtation sector modeling, including consumer 
purchase decisions. vehicle usage decisions. response to policy 
initiatives, tradeoffs between Vehicle features and attributes. and 
other vehicle demand aspects required in making projections of 
system impAct asses~ruents. 

IVD. System Impact Assessment' activities which support 
understanding of the impact of substantial penetration of alternate 
fuel vehicles 6n utility systems, including need for resource 
additions. infrastructure support requirements, and other rate 
impacts on utility customers. 

PROGRAK KLEMENT DEFINITIONS 

Workshop consensusi Add the follOWing program elementst 

SPCL (g) = space cooling. natural gas 
SPCL (gHP) = space cooling. natural gas heat pump 
SPH'l' (gHP) = space heating, natural gas heat pump 

Workshop non-consensus: Add the following program elementst 

NGV natural gas vehicle 
FUEL CELL (9) = natural gas fuel cell 

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

Fuel SUbstitution Progra.s - cost-effectiveness Criteria! 

In general, workshop participants ~greed to a three-prong test that 
evaluates the net impacts of each fuel 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 dis lose 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 environ.ental prongt 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 progr~m could not be a viable consideration 
unless it (1) passes the ful~ TRC test (which now includes 
environmental factors) and (2) passes an -environmental TRC· with a 
score of at least 1.0. NRDC defined 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 benefits would be compared. This two-stage te~ting 
is designed to counteract programs which may be very cost-effective 
from the full TRC perspective, but which may have very costly 
environmental impacts. seE suppOrts this approach. 

DRA propOsed a less restrictive test. For fuel substitution 
programs, a net ~nvironmental benefit must be demonstrated, as well 
as total cost-effectiveness by the TRC test. If a program is cost­
effective,- but fails the environmental test, the burden of proof to 
justify funding is on the proponent. 

2. The reduction in_source BTU prongt Th~ second prong of t~e 
fuel substitution criteria was proposed by the CEC. In its view, 
fuel substitution programs which are energy efficient should be 
evaluated from the perspective of their impact o~ 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 nonrenewable 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
effectiveness 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. In its comments to the draft report, ORA proposed that the 
following language be added to Rule 13, 

Relatively high levels of uncertainty about proCedures 
for calculating gas marginal costs (and) the lack of a 
resource planning framework which assesses trade-offs 
between the resource and environmental benefits of gas 
versus electric usage suggest the need for cAution in 
usinq a simple TRC test result. Each element of each 
fuel substitution program, therefore, should have a 
demonstrated TRC cost-effectiveness benefit cost ratio 
of at least 1.20. In addition, the CQmmission expects a 
showing by program proponents that the benefit-cost 
analysis includes environmental factors relevant to the 
electric and gas usage affected by the element, as weli 
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. 

Hew Construction programs - Cost-effectiveness Criteria: 

In the workshop, there appeared to be polar positions in the 
approAch to new construction cost-effectiveness criteria; 
epitomized by the proposals of PG~E and ORA~ Since then; 
however; PG&E and ORA have completed a joint stipulated 
recommendation regarding PG&E's proposed D$M activities for its 
1993 General Rate case (Application 91-11-036). PG&E now agrees 
with DRA on the reclassification and definition of certain eEE 
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 worksh6p. CACD has described 
the original positions f~r 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 believes that new construction programs have a dual . 
purpose I delivery of resource value and support for new energy 
eff1ciency standards. PG&E regards New Construction as a market 
sector, rather than a program, and, therefore, propOses to 
develop resource, equity! service, commercialization, and 
demonstration programs w1thin that sector. 

2. In contrast, ORA 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 SOG&E General Rate Cases 
(GRC), ORA has proposed an incentive mechanism for new 
construction programs that is designed to promote these 
standards. ORA recommended that a new Rule 1l(a) be adoptedt 

New Construction programs should be designed, funded, 
and implemented in a manner which effectively promotes 
the development of future, hi~herefficiency standards 
by theCEC, as well as the ob)ecti~es of Public 
Utilities Code 701.1. In conjunction with the eEC 
standards, utility New Construction programs should 
provide resource benefits in the form of reduced demand 
to be met by the utility electric and gas systems. For 
each New Construction program (residential and 
nonresidential), the TRC test should be ~sed as the 
primary indicator of cost-effectiveness for the program 
as a whole. Individual measures or program elements 
promoted by each program, however, need not indicate 
cost-effectiveness with the TRC test. Cost­
effectiveness of individual measures, as well as the 
program as a wholej 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 DSH Coordination 

workshop non-consensus: 

ORA proposed in its comments to the Order Instituting Rulemaking 
(R. or Rulemaking) 91-08-003 that better coordination among and 
between utility end-use Research, Development, and Demonstration 
(ROSO), California Institute of Energy Efficiency (eIEE), and OSH 
program activities can be realized by transferring the funding 
and reporting of utility end-use RO&O and CIEE projects into the 
DSK budget. During the workshop, ORA presented an alternate 
proposal, which is now its preferred proposal: Instead of the 

-3-
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proposed funding linkage between end-use RD&D and DSM budge~s, 
the Commission could adopt a set of rules which would establish 
Commission policy regarding such coordination. 

1. proposed Rule 30t The portion of utility RD&D activities 
which focuses on technologies which affect customer energy use 
should be closely coordinated with DSK measurement and program 
implementation. End use RD&D activities sh9uld be primarily for 
technologies which would, if included in a futureOSM program! 
support the types of OSM program priorities established in th1s 
Rulemaking. 

All parties agreed that the end-use RO&D utility staffs and the 
Measurement & Evaluation staffs should coordinate closely; 
however, there was no consensus on DRA·s proposal that end-use 
RD&D activities be funded primarily for technologies. which would 
support OSN program priorities established in the Rulemaking. 

• 

2. proposed Rule 311 End-use.RD&D activities may include th~ 
testing and assessment of promising future technologies installed 
in customer premises. When the end-use Rn&D activities involve • 
testing at a cust~mer premise, such assessments should be 
restricted to a highly limited number of sites and project 
management for this project sho~ld include utility OSK person~el. 
More expansive testing of, or efforts to commercialize, e~erging 
te9hnologies 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 delineation bet~een 
RD&D testing and DSM commercialization of emerging technologies. 

3. proposed Rule 32* The primary focus of utility end-use RD&D' 
and utility RD&D expenditures directed to the California 
Institute for Energy Efficiency (eIEE) should be for planning, 
funding, and management of research and prototype testing of 
emerging energy efficiency technologies which could become part 
of a utility energy efficiency program within five to seven 
years. A primary product of utility-funded CIEE activities 
should be an assessment 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 projects. 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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J;!:lat current pOlicies regarding regulatory ove~s19ht, of utility 
RD&D programs are adequate'and - that proposed Rule 32 is not 
fully c6nsiste~t with the established eIE&missi6n.~he,Board 1s 
also concerned ~bout reference to a pr~mary product of elEE being 
an assessment of the likely costs ,and load reductions from 
emerging technologies, Such asse~smentswould_have substantial 

-budgetary implications and would inyolve a shift-in program 
emphasis" The CI~E will continue to investigate this area wi~h 
its Planning Committee. ' 
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• TABLE 1 
Positions on FUel Substitution Issues 

Source BTU Reduction 
Environmental Test Test 

Threshold Disclosure Threshold Dlsclosuie 
TRC 'rest 

PG&E No Yes No Yes = or > 1.0 

Edison Yes No Yes No = or '> lot) 

SOO&E No Yes No Yes = or ') 1.25 

SoCal No Yes No Yes = or > 1.0 

ORA No Yes No Yes = or .., 1.20 

CEC No Yes Yes Yes = or "l 1.20 

NRDC Yes No No Yes = or > 1.20 

• 
(END OF ATTACHMENT 2) 

• 
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ADoPTED RULES, TERMS AND DK~INITi()~ 
FOR DEMAllD-SIDK MAHAGRMKR'l' PROGRAlIS 

I. Resource Planning and DSK ProcjraJI oefiJ'rltions 

1. This Commission's goal for utility resource procurement 
Is reliable, least cost, environmentally sensitive energy 
service. Using energy more efficiently constitutes an 
important means of achieving this goal. The utilities should 
treat enerqy 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 rendered much m6re 
costly to achieve. in developing funding priorities for cost­
effective DSM activities, the utilities should consider capturing 
lost opportunities as an additional ranking criterion for 
~rograms with Total Resource Cost benefit-cost ratios greater 
than 1.0. The utilities should submit a detailed account of 
strategies designed to capture lost opportunities with any 
request for shareholder incentive mechanisms and/or for increases 
in DSM program funding. 

1 Additions to the DSK rules, terms, and definitions adopted in 
0.92-02-075, and corrected in D.92-03-007, are underlined. 
Deletions ate stLttck-OQt • 
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3. As defined by the Collaborative, ·cream skimming- results 
in the pursuit of only the lowest cost conservation and load 
management measures, leaving behind other cost-effective 
opportunities. Cream skimming becomes a problem when lost 
opportunitie's are created in the process. utilities should 
pursue the mOst cost-effective DSK resource programs first, if 
doing so does not create lost opportunities. 

4. To ensure optimal funding 6f DSM activities requires 
consistent treatment of programs across utilities and across 
regulatory forums. COmmon terms and program definitions help 

ensure consistent treatment. On an h,terillt basis, The utilities 
shoUld use the definitions included in the Appendix to these 
rules when characterizing any proposed program. The burden is on 

• 

the utility to justify any departure from them. We .iii consider • 

Ihodffying these ternts and definitions alter tie receive the 

workshop report dese:tibed in Sections IV.S aild T.'.B of this order. 

The Repolting Requirements MantIa! shottld be updated to inclnde 

the final versioJI of the terms and definitions il\clnded hi the 

Appeftdix. This OIR will remain open to accommodate future 
requests to modify the t~rms or definitions proposed herein or to 
add new terms or definitions. 

II. Cost-Effectiveness Indicators 

5. The tests in the standard Practice Manual (SPH) help 
assess the variety of effects associated with new or expanded DSM 
proqrams. The tests in the SPH will serve as the standard for 
dete~ining DSK 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 resources. The utilities should perform 
cost-effeotiveness analyses for any proposed DSM program 
consistent with the indicators and methodologies inoluded 1n the 
SPM. ~he utility should, to the extent praoticable, perform each 
of the tests included in the SPK for any proposed DSH program. 

6. This Commission relies on the Total Resource Cost Test 
(TRC) as the primary indicator of DSM program cost effeotiveness. 
This reflects our view that utility DSH activities should focus 
on programs that serve as alternatives to supply-side resource 
options. Energy efficiency programs and load management programs 
which promote energy efficiency serve as such alternatives 
because they reliably reduce a utility'S fuel and/or capacity 
needs • 

7. To the extent practicable I nonprice factors should be 

considered along with price factors in utility resource 
procurement. Insofar as nonprice factors developed in the 
Biennial Resource Plan Update (Update) for supply-side resources 
affect DSK programs, the utility should inclUde them in cost­
effectiveness analyses consistent with their development in the 
Update. Electric utilities should use the forum described i~ 
Decision 91-10-048 to publish information on transmission and 
distribution costs. This information should be used consisteritly 
across all resource options for the purpose of quantifying 
avoided transmission and/or distribution costs. 

8. Resource value refers to the ability of a DSM program to 
reliably reduce utilities' fuel and/or capacity needs. For DSK 
programs designed to defer or avoid these requirements, the 
resource value associated with such programs should be consistent 
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with th~ avoided costs of electric servic~ adopted in the update 
and, when completed j the avoided costs of natural gas service 
adopted in Iovestiqat16n 86-06-005. These values should be used 
in applicable cost-effectiveness analyses and when calculat!~g 
shareholder incentives. We will address the issue of c6nsisten~y 
between resource planning determinations and DSH funding 
authorizations in this OIR/OII, alter 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 be considered. The speculative nature of any attempts to 
quantity indirect costs significantly reduces their applicability 
as art analytic tool at this time. These costs should therefore 
not be reqUired in any 6f the cost-effectlveness tests included 
in the SPH. The issues related to indirect costs of DSM programs 
are technical in nature. The SPK working group, which is 
convened by the CPUC and the CEC, represents the appropriate 
forum for considering indirect costs as they apply to DSM 
programs. 

10. Shareholder incentives represent a true economic cost in 
the prOduction of utility DSH programs and should be included as 
a direct cost in the TRC test; the Rate Impact Heasure, and the 
Utility Cost test. The SPK working group should consider the 
appropriate treatment of shareholder incentives in the societal 
test variation, i.e., as a transfer payment or direct cost. 

11. The usefulness of the TRC test as a primary indicator of 
cost-effectiveness is ltmlted 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, positive cost-effectiveness shAll be an important, but not 

• 

• 

• 



• 

• 

• 

R.91-08-003, 1.91-08-002 ALJ/MEG/f.s· 

A'l"'rACIDmIfT 3 
Page 5 

the sole, factor used to determine funding levels for these 
programs. cost-efficiency is also impOrtant in the conduct 6f 
Direct Assistance programs. For Information programs and Energy 
Management Services, the link between programs and savin9s Is 
difficult to discern. Strict adherence to the TRC should not be 

required for these programs. We wiil consider addressing the 

applicability of the 'l'RC test to New Construction pro9rams hi 

these Rules after we receive the ~orkshop report described in 

Sections I"I.B and V.S of this order. 

New construction Programs should be designed, funded and 
implemented in a manner which effectively prOmotes the 
development of future, higher efficiency standards by the eEC. as 
well as the objectives of Public utilities Code § 701.1. In 
conjunction with the eEe standards, utility New Construction 
programs should provide resource benefits tn the form of reduced 
demand to be met by the utility electric and gas systems. 
Utility New Construction programs should also be designed to 
minimize lost energy efficiency opportunities, 

For each New Construction Program (residential and 
nonresidential), the TRC test should be the primary indicator of 
cost-effectiveness for the program as a whole. Each program as a 
whole must pass the TRC test: individual measures or program 
elements promoted by each program need 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 retention programs lack resource 
value, and the TRC does not apply to these programs. Though 
utility DSM activities should focus on energy efficiency programs 
and load management programs which promote energy efficiency, the 
pursuit of certain load building or load retention-programs may 
achieve other policy goals. Proponents of these programs carry 
the burden of proof to quantify the social or ratepayer 
benefits, and justify any ratepayer funding for these 

programs. 2 General conclusions about the net benefits of these 
types o£ programs should be backed by program specific analysis. 
In particular, for load building programs utilities should 
quantify the programs' net effect on air emissions, including 
increased emissions from the increased load on the system. The 
utility should design any load buildIng or load retention program 
so as to Avoid frustrating this CommisSion's goal of encouraging 
energy efficiency and energy conservation. We intend ~o adopt 
more specific evaluation and funding guidelines for these types 
of programs in a later phase of these proceedings. 

13. Fuel substitution programs may offer resource value and 

environmental benefits. We ctlrJ::ently lack a fZa:Dlewodc to assess 

the tradeoffs betweel( 94:S and electric 8SM progxams that contpete 

to provide the same service. Fuel-substitution programs should 

• 

• 

2 Proponents of fuel substitution programs with a predominantly 
load building or load retention character must. however. 
demonstrate that the program is source-fuel efficient and does not 
degrade the environment, pursuant to Rule 13. • 
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reduce the" need lor suppl}' without deqrading environmental 

quality. The 'i'RC test shoald be th~ prirnary indicator of cost-

. effecti'1eness for fuel-stlbstitntior'l. progrMus that meet these 

criteria. We will consider adopting more specific evaluation 

cJ:iteria for fnel snbstittttion pro~rtrll\s in these Rales alter we 

recei\le the workshop report described in SectiOns I .... B and ?I.B of 

this order. 
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. Proponents of fuel substitution 
programs should calculAte the source-BTU impacts 
using the current CEC-estab1ished heat rate, 

(2) The program must have a TRC benefit-cost ratio of 
1.0 or greater. The TRC test used for this purpose 
should be 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 recently adopted 
values for residual emissions in the update, 

We discourage utilities from pursuing fuel substitution 
programs with a predominantly load building or load retention 
character. For these types of programs, the utility carries the 
burden of proof to demonstrate that the benefits of the program 
justify relaxing our focus on energy effiCiency programs • 
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14. The Electric Revenue Adjustment Mechanism and core Fixed 
cost Account remove significant ratemaking disincentives for 
utilities to invest in demand-side management. To further eO$ure 
that demand-side management programs which result in, or promote, 
energy efficiency are not disadvantaged in utility resource 
procurement decisions, we initiated a pilot program of 
shareholder incentives in 0.90-09-068. Shareholder incentives 
can help ensure that the utility is motivated to prOcure the 
least-cost resources by providing a comparable opportunity for 
earnings from prudent investments in bOth demand- and supply-side 
alternatives. We will examine the effectiveness of the specific 
incentive mechanisms adopted in 0.90-09-068, the longer term role 

• 

of shareholder incentives in resource prOcurement and revisit the • 
issue of earnings comparability atter CACO's report to the 
Legislature is submitted in late 1992. 

15. The differences among utility shareholder incentive 
mechanisms approved in D.90-08-068 should eventually COnVerge 
toward a more uniform, statewide approach. pending CACD's report 
on shareholder incentives, it is appropriate to establish a 
limited number of guiding principles governing future sharehoider 
incentives. These principles should apply to shareholder 
incentive mechanisms proposed after the finai adoption of this 
rulemakinq. 

16. Shareholder incentive mechanisms shoUld be designed to 
encourage energy efficiency and load management programs that 
promote energy efficiency. Load building and load retention 
programs should not be eligible for shareholder incentives. Fuel 

• 
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substitution programs should also be ineliqible pending 
resolution of the technical issues assooiated with assessing the 
benefits to ratepayers of these programs. 

17. Shareholder incentive mechanisms should balance risk and 
reward. coupling rewards for good performance with penalties for 
poor performance represents a reasonable way of achieving that 
balance. AnY proposed shareholder incentive mechanism should 
therefore include minimum performance requirements and 
accompanying penalty features. The utilities should focus 
minimum performance requirements on efforts to achieve cost~ 
effective energy efficiency opportunities, and in particular, on 
those which represent potential lost opportunities. 

18. Shareholder earnings derived from a shared-SAvings 
approach to incentives reflect the value of the energy saved. 
Incentive mechanisms that determine earnings based solely On 

program expenditures are unrelated to that value. Thus, for 
programs whose savings can be reasonably estimAted, a shared­
savings approach is superior. Shareholder incentive mechanisms 
should be based on a shared-savings approach for programS whose 
savings can be reasonably est~ated. We will defer the 
application of shared savings to soeAl'g programs until after gas 
marginal costs are adopted in 1.86-06-005. 

19. As an interim policy, shareholders' rate of return on DSK 
proqrams should be no greater (and could be lower) than 
shareholders' rate of return on utility-constructed plants. On 
an interim basis, this policy should be applied to specific 
shareholder incentive mechanisms, as follows! 
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o FOr incentive mechanisms based on program 
expenditures, such as socal Gas' current 
variable rate of return mechanism, the 
earnings rate on program costs should not 
exceed (and could be lower thai'll the 
authorized rate of return on ut lity 
constructed plants1 

o For shared~savings mechanisms using an 
·s-curve~ function, such as the mechanism 
adopted for SeE in its recent GRC, the . 
incentive payment tar~et should be calculated 
using forecasted util~ty eXpenses at 100\ of 
forecasted net savings, times a rate ~hat is 
no higher (and could be lower) than the 
authorized rate of return on utility 
constructed plants; and 

o For -flat rate- shared-savings mechanisms, 
such as the ones adopted for SDG&E and PG&E 
in D.90-08-068, the shared. savings rate 
should not exceed (an~ could be lower than) 
the authorized rate of return on utility 
constructed plants. 

We will revisit the issue of comparable earnings and earnings 
limits/caps in a later phase of this proceeding, after cAcD's 
report has been submitted. 

VI. Measurement, EvaJ.uatiol'l, and Accounting 

20. The stable development o£ DSM proqrams that deliver 
reliable energy savings for California's ratepayers depe~ds on 
well-designed methods of program measurement and evaluation. 
~houqhtful measurement and evaluation practices are required to 
qauqe utility performance, verify energy savinqs, and improve the 
deslqn and success of future DSH programs. The utilities should 
make proqram measurement and evaluation a priority. 

.-

• 

• 

• 
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21. It is reasonable to base shareholder incentives on 
prespecified savings until we can implement a shift from 
prespecitied savings estimates to ex post verification made after 
-program implementation. Though prespecified savings estimates 
increase risks to ratepayers, the measurement protOcols developed 
as part of the Blueprint help mitigate these risks. To implement 
the shift to ex post verification, we will conduct a consolidated 
measurement and evaluation (M&E) phase in this Rulemaking and 
Companion Investigation. This M&E phase will serve as the forum 
for addressing the following types of measurement-related issues. 

o pre-Implementation Measurement. ~he acceptable 
methOds and procedures for estimAting, prior to 
program implementation, the various program 
impact parameters for DSH programs. These 
include the load impacts (and its components), 
participation leve~, utility costs, total costs 
and useful lives of DSH measureS • 

o Post-Implementation MeAsurement. The 
Acceptable methods artq procedures for measuring 
DSH program impacts after program , 
implementation. This includes developing 
gui~elines for M&E activities beyond current 
Activities. 

o Incorporating the Results of Measurement 
Studies. Using the results of M&E activities 
to (1) refine pre- and post-implementation 
measurement protocols, (2) adjust-forecasts of 
DSM prpgram savings, and (3) adjust shareholder 
earnings under a shared-sa~~ngs mechanism. 

we intend to base payments of shareholder incentives 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 6f metered results, 
sample bill analysis, or other post-installation measurement 
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methods that we deem appropriate. As part ot the H&B phase, we 
wlll consider procedural options for refining and updating H&E 
protOcols on an on-going basis. 

22. It is important that forecasts of DsH savings be reliable 
in meeting california's energy needs. Rigorous measurement and 
evaluation enhances the reliability of these forecasts. ~he 

utility will include a comprehensive and aggressive measurement 
plan with any request for DSM fundlng which includes shareholder 
incentives. For programs authorized for 1992 and 1993, this plan 
should be consistent, at a minimum, with the protocolS contained 
in Appendix A of. the collaborative Blueprint. For programs 
authorized for 1994 and beyond, this plan should be consisted 
with the protocols adopted in the M&B phase of these proceedings • 

23. ~he utility should explicitly quantify the following for 
any proposed shareholder mechanismt 

o The rate effects of both,the program incentive 
and programs costs to which the incentive will 
apply; 

o The program's net resource savings; and 

o The timing of both rate effects and resource 
savings. 

24. The DSM Advisory Committees provide an informal forum for 
parties to review utllity programs and to work with the utility on 
any proposed changes to its programs. These Activities can augment 
effective program implementation. The utilities should continue 
the Advisory Committees. For the Committees to be effective, the 
utilities should clearly define the role of the Committee and the 
input it seeks; provide the Committee with comprehensive 
information on program implementation activities; notify Committee 

• 

• 

• 



• 

• 

• 

. . 
R.91-08-003, I.~1-08-002 ALJ/MEO/f.s • 

A'l"l'ACIDIKlrr 3 
Page.13 

members in a timely fashion of proposed progra~ changes; provide 
adequate information supporting such changes; and coordinate 
committee activities with current and anticipated regUlatory 
proceedings and other review procedures. To this end, 
respondents should establish a single clearInghouse for all 
Advisory Committae notIcing and scheduling, as described in 

Section IV.H of this order. 

25. We intend to improve the consistency with which DSM 
programs are treated across utilities and across regulatory 
forums by initiating the consolidated K&E phase described in Rule 
21 and by addressing generic policy and methodoiogical issues in 
this Rulemakirtg and companion Investigation. Determinations made 
in these proceedings should be used in any subsequent utility­
specific proceedings. We may also consider further consolidation 
of DSK-related issues at a later stage of these proceedings, 
after oll.r generic investigation. on ratema.king 
(R.90-02~008/I.90-08-006) is completed. 

VII. Bidding 

26. IntrOducing competition into the utIlity's acquisition of 
demand-side reSources offersqreat potential for achieving oUr 
goai of reiiabie, least cost, environmentally sensitive energy 
service. 

27. The utilities will work with the Division 6f Strategic 
Planning (DSP) to develop and implement several DSK pilot bids. 
PG&E has volunteered to conduct a pilot bId based on a 
partnership approach. Public Utilities code S 747 requires this 
Commission to test at least one DSM-only bid, an integrated 
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resource biddinq pilot, and a DSM bidding pilot fot gas 
utilities. As one of their DSH-only bid pilots, respOndents 
should test at least one replacement bid. CACD will perform an 
evaluation of the pilots, in consultation with the California 
Energy Commission. This CommissiOn will submit its rep6rt, with 
any recommendations, to the Legislature by January 1, 1993, 

28. The bid pilots should be designed to ensure that 1) the 
procurement process is fair, 2) contract terms equitably share 
risks, and j) utility market pOwer is mitigated. TO the extent 
practicable, the bidding pilots should incorporate both price­
and non-price factors for all DSM programs. 

29. Each of the pilots, including PG&E·S; will be addressed 
in the investigation opened in conjunction with this rulemaking, 

• 

• 

• 
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DSM PROGRAJ( 'l'RRMS AND DBFIlfITlOMS 

Lost Opportunities 

Efficiency measures which offer long-lived, cost-effective 
savings that are fleeting in nature. A lost opportunity occurs 
when a customer does not install an energy efficiency measure 
that is cost-effective at the time, but whose installation is 
unlikely to be cost-effective later. If these measnres are not 
exploited promptly, the opportnr'lities are lost irtetrie'lably or 
rendered mnch rrtore costly to achiew-e. 

CreeD! Sk.im:ai.nq 

Designing and implementhlg only the lowest cost energy 
efficiency progrmas and load management programs which promo~e 
energy efficiency while leaving behind other cost-effective 
opportunities.for.energyefficiency. Cream skimming results in 
the pursuit of a limited set of the mOst cost-effective measures, 
leaving behind other cost-effective opportunities. Cream . 
skimming becomes a problem when lost opportunities are created in 
the process. 

Resource Value 

A measure of the extent to which elLergy efficiency And load 
maliagemefil programs reliably rednce l1tilities' fuel and/or 
capacity needs. An estimate of the rellabile energy (e,g., kWh, 
therms) and capacity (e,g., kW, Mcfd) reductions resulting frOm a 
DSH program. The calCUlation of resource value and associated 
benefits should be consistent with the avoided costs of electric 
service adopted in the Biennial Resource Plan Update and, when 
completed, the avoided costs of natural gas service adopted in 
Investigation 86-06-005 • 
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CUstomer power generation or supply at a cost less than 
utility retail tariffs, but above utility marginal cost to serve. 
Electric bypass deferrals mayor may not include a corresponding 
opportunity cost due to the potential lOss in natural gas sales. 
An oppOrtunity cost is realized if the customer would have 
installed natural gas-fired generation equipment"to produce 
electricity for the customer's use. 

I. Conservation and Energy Efficiency Prograas 

. . Conservation programs are defined as progr~s which have 
the effect of reducing consumption of at least One fuel dur~rtg 
mo~t or many the hours of operation of the equipment or bui~din9 
affected by the measure, Energy efficiency programs are def~ned 

• 

as programs which reduce energy Use for a comparable level of • 
service. 

Residential Conservation and Energy Bfficiency 

Residential Inforaati6n Progra.st programs intended to provide 
cust6~ers with information regarding gen~ric (not customer­
specific) coJ)servAtion oppOrtunities. For these programs, the 
info~ation is unsolicited by the custo~er. Programs which 
provide incentives in the form of unsolicited coupons for 
discounts On low cost measures are included. 

Residential Energy Management Services; ~rog~ams intended to 
provide customer assistance in the form of in~ormation,on the 
relative costs and benefits to the customer of installing 
measures or adopting practices which can reduce the customer's 
utility bi.lls. The information is soliCited by the customer aIid 
recommendations ate based on the customer's recent billing 
history and/or customer-specific information regarding appliance 
and building characteristics. 

• 
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Residential Weatherization RetrOfit Incentivest Programs which 
provide financial incentives (rebates, low-interest lQans) to 

install weatherization measures in existing buildings. The 

incenth,es tire solicited by the customer and based on th~ . 

cnstorner's hilling histoJ:Y tlnd/or customer-specific info:tmation 

regardiug tlppli8nce 8nd building characteristics. Incentives are 
predominantly \ ... eatherization measures that affect the building 
shell. Incentive payments for other measures (nonbuilding shell) 

are includedL ±£ usually when provided in connection with 
building shell materials. 

Residential New Constructiont Programs which provide financial 
incentives or significant technical assistance to builders 6f 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 subject to 
Title 24 standards, New Construction programs should offer 
financial incentives or technical assistance to exceed energy 
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 demand for 
buildings that are more efficient than Title 24 requires (or 

current practice if Title 24 does not apply). The incellth~s are 

intended to lead to the inst8l1ation of wore energy efficient 

materials or appliances thali would have been installed in the 

absence of the program. 

Appliance Efficiency Incentivest Programs which provide 
incentives to customers in existing residential structures. The 
incentives are intended to lead to the installation of a more 
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 Assistance. Programs which are intended to provide 
assistance to low income or other-tarqet- 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 Programst Any residential 
conservation program or program activities not defined above. 

Nonresidential conservation and Energy Efficiency 

Nonresidential Info~tion prograast Programs intended to 
provide customers with info~ati6n regarding generic (not 
customer-specific) conservation opportunities. For these 
programs, the information is unsolicited by the customer. 
programs which provide incentives in the forn of uns6iicited 
coupons for discounts on low cost measures are included. 

ca..ercial Energy Managa.ent servicest services to customers in 
cornmercial.buildings which provide customer assistance in the 
form of information on the relative costs and benefits to the 
customer of instailing measures or adopting practices which can 
reduce the customer's utility bills. The information is 
soiicited by the customer and is base40nthe customer's re~ent 
billing history and/or customer-specific information regarding 
appliance and building characteristics. 

• 

• 

• 
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Industrial Energy Kanage.ent Servicesl Services to customers in 
industrial facilities which provide customer assistance in the 
form of information on the relative costs and benefits to the 
customer of installing measures or adopting practices which can 
reduce the customer's utility bills. The information is 
solicited by the customer and is based on t~e custOmer's recent 
billing history and/or customer-specific information regarding 
appliance and building characteristics. -

Agricultural Energy Mailage.ent Servicesl 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 measures or adopting practices which can 
reduce the customer's utility bills. The infonmation is . 
solicited by the customer and is based on the customer's recent 
billing history and/or customer-specific information regarding 
appliance and building characteristics. 

caa.ercial Energy Efficiency Incentives: Programs which provide 
incentives to customers in existing commercial buildings, The· 
incentives are intended to lead to the installation of a more 
efficient device(s) or systems utilizing the same energy source 
than would have been installed in the absence of the program. 

Industria1 Energy Efficiency Incentivest Progr~s Wllich provide, 
incentives to customers in existing industrIal facilities. The 
incentives are intended to lead to the installation of a more 
efficient device{s) or systems utilizing the same energy source 
than would have been installed in the absence of the program. 

Agricultural Energy Efficiency Incentives, programs which 
provide. incentives to customers in existing agricultural 
facilities. The incentives are intended to lead to the 
installation of a more 'efficient device(s) or systems utilizing 
the same energy source than would have been installed in the ' 
absence of the program • 
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Nonresidential New Construction* programs which provide 
financial incentives or significant technical assistance to 
builders of new nontesidential 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 electrio and gas energy efficiency. If the' 
building type is not subject to Title 24 standards, New 
Construction programs should offer financial incentives or , 
technical assistance to exceed enetgy efficiency over currently 
acceptable standard practice for these facilities. New 
Construction programs include education and support activities 
for desilners, architects, building officials. and other parties 
who may nfluence 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 ilicentives are intended to lead to 
the coflstrnction and operation of eqaipmellt which is more 

• 

efficient than wonld have occurred in the absence of the program. • 

street Lighting conversion: programs designed to replace less 
efficient lighting equipment with more efficient lighting 
equipment in utility-owned street lights. 

Other Nonresidential Conservationlxnergy Efficiency progra.s: 
Any nonresidential conservation-program or program activities not 
defined above. 

System Efficiency 

Conservation voltage Reduction! programs whi.ch improve,utiiity 
generation system efficiency by regulating the voltage levels of 
delivered electricity. 

other Systea Efficiency Proqraast Any other program intended to 
improve the efficiency of utility-owned transmission or 
distribution facilities. 

• 

" 
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II. Load Kanagetlen.t 

LOad management programs are defined as any program which 
reduces electric peak demand or has the p~imary effect of 
shifting electric demand from the ho~rs of peak demAnd to'non­
peak time periods, with a neutral effect on or negligible 
increase in electricity use. 

Residential Air Conditioner Cyclinga programs which involve the 
installation of cyclin9 devices on residential air conditioning 
equipment. Air condit~oning loads are interrupted (-cycled- or 
·shed-) by the utility ab times of peak load. 

Residential ~iae-of-Usea Programs intended to reduce ~ustomer 
bills and shift h6ur~ of operation ,of applia~ces t6 6ff peak 
periods through the inst~llation of a time-of-use meter and the 
availability of time-differentiated rates. 

Pool Puap Timera Programs which involve the promotion 6~ 
shifting pool pump hours of operation from on-peak to off-peak 
periods. 

Nonresidential Air Conditioner Cyclinqa Programs. which involve 
the insta~lati~nof cycling devices on air ~onditioning equipment 
in nonresidential buildings. Air conditioning loads are 
interrupted (-cycled· or ·shed-) by the utility at times of peak 
load. 

Nonresidential TL.e-of-Uset Program.inte~ded to.reduce customer 
b~lls and shift hours of operation of equi~ent from oil-peak to 
off-peak periods through the installation of a time-of-use meter 
and the availability of time-differentiated rates. Mandatory TOU 
participation is not included. 

Therwal Energy Storaget Programs which provide financial , 
incentives to customers or builders to install thermal storage 
equipment and materials capable of fully or partially storing 
thermal energy d~ring nonpeak periods for use during peak demand 
periods . 
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Interruptible/curtailable. Programs which provide finanoial 
incentives in the form of reduced billing charges to customers in 
exchange for the capability of utility-initiated interrupt~o~ or 
curtailment of service. Terms of the reduced service agreement 
(frequency, duration, penalty clauses, incentive levels, cost of 
eqUipment) are" agreed to by contraot. 

Other Load xanageaentl Any other load management program not 
defined above. 

III. Fuel Substitution 

Fuel Substitution programs are defined as programs which 
are intended to substitute (replace) energy using equipment of 
one £ttet energy source with a differeitl {nei competing energy 

" 3 . , .... source. The programs are 11lteILded to inflnence the 
cnstomer's choice between electric or natnral gas service from 
the uti:lity, with the effect: of increasing sales/constlluptiott from 
one fnel and decreasing sales/consaIaption from the competing 
fnel. The refereftce pohtt for classifying a progrant as a (ne! 
snbstitl1tion progrmm is the effect on fnel choice of the 
customer, not the effects on nlility generation. 

Electric Fuei Substitutiont Programs which promote the 
cust6mer·s choice of.electric service for a~ app~ianc~, group of 
app~iances, 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 

3 -Energy source- currently refers only to utility-supplied 
electricity and natural gas. As the analytical constraints become 
less restrictive for evaluating alternative fuels. this stipulation 
may be broadened accordingly, 

e 

e" 

e 
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Contracts which cause the deferral or avoidance of the 
installation of gas-fired ~quipment which would have been used to 
produce electricity 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 choice of service from a 
different energy source. These programs increase customer usage 
of natural gas and decrease usage of an alternative fuel. 

IV. Load Retention and LOad Building 

Load Retention and Load Building programs are defined as programs 
which have the effect of increasing the annual 
sales/consumption of one fuel without affecting the customer·s 
use of other fnels. 

LOad-retention consists of programs which provide an incentive or 
substantial technical Assistance and which defer or change a 
customer decision to terminate or reduce utility service. In 
addition to retaining utility-supplied gas And electric loads, 
the program may cause a change in the mix of electric and gas 
loads. Load retention activities which are directed primarily 
towards electric loads are classified as -Electric Load 
Retention- programs. Load retention activities which are 
directed primarily towards natural gas loads are classified as 
-Gas Load Retention- programs. 

as ro rams which have the 
effect of increasin the annual sales cOnsum tion of one or both 
utility-supplied fuels without decreasing the consumption of 
either fuel. Load building activities which are directed 
primarily toward electric load are classified as -Electric Load 
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Building- programs. Load buildIng activities which are directly 
primarily towArd natural gas loads are classified as -Gas LOad 
Building- programs. 

Electric lload Ret:ent:ion: Consists of Bypass eeferral Special 
Contracts, established and negotiated pursuant to adopted Cp~ 
procedures, which defer or p:tevent a customer decisioli to 
terminate or snbstantfally :tednce electric utility se:tvice w!~h 
no corresponding establishment of incremental utilit:y-supplied 
natural gas pnrchases. Contract pro~lsions may include a 
disconnted rate, conser vat ion and/or load managenlent incellti ves, 
or a combination of :tate discount alid conservation/load 
management incentives. 

• 

Elect:ric liOad Buiidinq: programs which have the effect of • 
increasing electric annual sales{consnmption without changes i~ 
the castomer's use of alternate fuels. Increased 
sales/coJisnmption is promoted by increased usage of existh,g 

. electric eqnipment, or the addition of electric eqnipmel',t/se:tvice 
when no meaningful: alternative fuel source is a\failable. 
Rlectric Load Building includes Incremental Sales Contracts 
Ilegotiated and established pursllalit to adopted CPUC procednres. 

NaLu:ra1 &is IiOad Retention: consists of programs which provide 
ali incenti~e to defer or prevent a customer decision to termhtale 
or substantially reduce utility natnrai gas s~r91ce, with no 
correeponding establishment of incremental utility-etlpplied 
elect:ticity use by the customer. 

• 

• 
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Nat:a:ra1 &as fJoad Bl1ildiftg, prcgra-ms which have the effect: of: 
inc rea-sing gas 11l'H'lUftl sales/consumptiol'l wi thout: changes in the 
cllstonler's use of alte~nate fnels. Increased sales/cOlisulllption 
is pronloted by increased usage of existing natnral gas eqnipltlel,t, 
or the addition of nat\:u~al gas eq\l!pment/sex ~ice wheu no 
meaningful alternati~e fnel sonrce is a~ailable. 

V. Meas~nt and Evaluation Programs 

Measurement and EValuation 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, collectively or individually. 

Load HeteringtActivitiesrelated to the collection, analysis 
and reporting of data obtained through theuse·of metering 
devices. Includes metering at the level of appliances within 
buildings as well as total building metering and class lo~d 
metering. Metering activities are conducted on samples of 
customers for the primary purpose of obtaining consumption and 
demand estimates which are representative of a customer class, 
not of DSM program participants. 

customer Surveys* Activities related to the collection, analysis 
an~ reporting of data,obtained from customer contacts (e.g, 
mall, telephone, on-site) reg~rding building charac~erlstics, 
appliance holdings, energy efficiency measures in plac~, customer 
attitudes, or other information related to current or future 
energy usage patterns. Survey activities are conducted on 
samples of customers for the primary purpose of obtaining 
information about cu~torners which are representative of a 
customer class not of DSK program participants. 

New ~hnology Testingt Activities related to the measurement 
and assessment of demand-side technologies for ~ssible inclusion 
in future C&LM programs. Costs associated with in-site testing 
and evaluatipn of measures or devices in a pilot program are 
included . 
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rrogra. Evaluationl Aotivities related to the collection, 
analysis, and reporting 6f data for purpOses 6f measuring program 
impacts from past, existing or potential program impacts. 
Activities include p~ram-specific evaluations as well as 
activities which evaluate more generic issues which are relevant 
t~ more than one program. Costs ass6ciated with the preparation 
of this Reporting Requirements Manual to the CPUC are included as 
a separate program within this category. 

Other Measure.entl Activities not listed above which contribute 
to the measurement of past, current, or future demand side 
program impacts. 

VI. Other DsM Activities 

• 

Other DSH activities are defined asa ~esidual category to 
capture expen4iture~which cAnnot be meaningfully included in the • 
previously-defined DSM program categories. A primary element 
includes general admi~istrative and suppOrt costs which ca~~ot .. 
readily be attributable to the implementation of any specific DSH 
program. 

Prograa Blellent Definitions 

Description: -Program element- refers to either cuStomer classes 
within sectOrs or to end uses/measures within customer classes or 
customer sub-classes. 

Customer classeS are defined by either tate schedu~e, SIC 
code, or ene~gy cOnsumption characteristics. -End use- refers to 
the purpose for .~hich energy 1s used (see below); -measure­
refe~s to specific customer actions which reduce or otherwise 
modify energy end use patterns. 

• 



• 
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CUsto.er sub-Class PXog'Taa Ble.el'lt De£iidtions I For the 
residential sector the following three types of program element 
sub-class designations should be usedl 

Single Family(SF) 
Kulti-FamilY(HF) 
Mobile Home (MlJ) 

For the nonresident~al sector, sub-class program elements 
consist of customers classified by SIC code and size 
(consumption/demand). The size program element designations are 
as follows I 

Large (greater than 500 kw) 
Medium (less than SOOkw and more than 49kw) 
Small (less than SOkw) 

Customer SIC-based program elements consist of the 
fu~ther dissaqgregation of -industrial-, (per the program _ 
definition) into the four sub-class designations used by the CEC 
in the CFH process (TeU, Assembly, Process, and 
Mining/Extraction) and dissagregation of the Commercial Buildings 
into the 10 SIC-based building types used by the CRC. 

End Use p~a. Bl~nt Definitions t Reconunended end use 
definitions/acronyms for the residential sector are as follows 

SPHT(e)=space heating, electric; 
SPHT(HP)=space heating, heat pump; 
SPHT(q)=space heating, natural gas; 
SPCL(C)=central electric air conditioner; 
SPCL(Ev)=evaporative cooler; 
SPCL(HP)=space c9Qling, heat pump; 
SPCL(W)=window air conditioner; 
WATHT(e)=electric water heating; 
WATHT(g)=gas water heating; 
REFR=refriqerator; 
FREEZ=freezer; 
COOK(e)=electric range; 
COOK(q)=gas range; 
LGHT=lightiJ'lg; 
PLPMP=pool pump; _ . 
SPCL(q)=space cooling. natural gas: ' 
SPCL(gHP)~space coolingA natural gas heat pump: 
SPHT{gHP)=space heating, natural gas heat pump • 
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Recommended end use designations/acronymns for the 
commercial bul1dingsector are as fOllows. 

LGHT(I}=lndoor li~htlng; 
LGHT(O)=outdoor 11ghting; 
AC(e)=air conditioning, electric, 
AC{q)=air conditioning, natural gas) 
VENT=ventilatiQn(motors/fans to operate HVAC equip); 
SPHT(e)=electric space heatingJ 
SPHT(q)=natural gas space heatinq, 
WATHT(e)=electric water heating; 
WATHT(g)=natural gas water heating; 
RBFR=refrigeration 
COOK(e)=electric cooking; 
COOK(q)=natural gas cooking: 
HISC(e)=miscel1aneolls electric; 
~ISC(9)=-miscellaneous natural. gas; 
SPCL(g)=space cooling, natural qas: 
SPCLIgHP)=space cooling, natural gas heat pumg: 
SPHTlgHP)=space heating, natural gas heat pump. 

Other 'reZDS: 

Useful ~fet The len~th of t~me (years) for which the 
load impacts of a DSH measure/device is expected to last. 

Load Impact Adjust.ents: Refers to any adjustments made 
to load impacts fO~ purposes of v~luing the impacts iQ the . 
context of cost-effectiveness evaluation. The pr~nary example 
would be the use of ·Net-to-Gros~· factors, as d~fined ~nd used 
in the Standard Practice Manual for Economic Analysis of oemand­
Slde Management Programs, December, 1987. Other examples would 
include estimat~s of the amount and rate or decay in 
effectiveness of the measures, and therefore the decllne in load 
impacts over time. 
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