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‘(Filed August 7, 1991)

Order Instltutlng Rulemaklng on the
Commission’s own motion to establish
rules and procedures governing
ut111ty demand-sidé management.

Order Inst1tut1ng Invest1gat1on on
the Commission’s own motion to
_establish procedures governing
demand-side management and the
competitive procureément thereof.

I . 91-08-002
{(Filed August 7, 1991)

INTERIM OPINION

I. Summary

Today‘'s order addresses two ﬁethodOIOQicai issues held
over from recent decisions in this Rulemaking and companion
Investigation. The first relates to the application of net-to-gross
(NTG) ratios when évaluating third-party bid proposals to replace
utility demand-side management (DSM) programs. We determine that
NTG ratios should be applied both to the benefits (savings) and
costs associated with bid proposals. On the cost side, the NTG
ratio should be applied to customer contributions and the component
of bidder payments that represents customer incentives or rebates.

The second issue relates to the appropriate baseline
reference for fuel substitution programs., We find that the
reference baseline for these programs should be the most
cost-effective samé-fuel substitute technology that is currently
cost -effective under the total resource cost test,
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The NTG ratio adjusts estimates of DSM program sav1ngs to
account for several factors, including the amount of *free rlders
that would have impleémented the DSM measure wzthout the program. In
Decision (D.) 92-09-080, the Commission clarified the definition of
‘total resource costs (TRC) to be used in evaluating bid proposals,
whlch raised the issue of whether and how to apply the NTG ratio to

'the cost side of the equation:

*In D.92-03-038, we adopted DRA‘s position that,
consistent with recent modifications to the
{Standard Practice Manual), the NTG ratio should
apply to measure costs, as well as to energy
savings....However, the issué of how to define
total resource costs was not’ explicitly raisead
-by parties to that phase of the proceéding. As
a result, we did not carefully consider whether
or how to apply the NTG ratio to total resource:
costs in a bidding environment. Since our
adopted definition 6f total resource costs does
not explicitly include measure costs, it is not
¢clear that the NIG ratlo should be considered at
all.® (D.92-09-080, mimeo., p. 69.)!

" In response to Ordering Paragraph 16 of D.92-09-080, the
following parties filed comments on this NTG issué: Pacific Gas and
Electric Company (PG&E), Southern California Edison‘comﬁany (SCE),
San Diegd Gas & Electric Company (SDG&E) and Southern California Gas

! The Standard Practice Manual presents & cost-benefit
methodology for the evaluation of DSM programs. It is the product
- of workshops among the staffs of this commission and the California
Energy Commission, the major utilities and interested partiés,
Although not officially adopted by this Commission, the Standard
Practice Manual methods arée widely used by parties to our

proceedings.,
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‘Company (SoCal).? Reply comments were filed'by the Divfgiéﬁrbiirfrrr
Ratepayer Advocates (DRA). ' '
A. Positions of the Partieés o
The utilities support the application of an NTG ratio to
both the costs and savings associated with DSM programs. In their
view, the two adjustments go hand-in-hand: If savings are reduced
to reflect what would have béen achieved in the absence of the
program, then participant costs must also be reduced to réflect what
the participating customer would have spent in absence of the
program. To only adjust program savings would understate the net
benefits (or benefit-cost ratio) of the program, in their opinion.
In terms of how to apply the NIG ratio to total resource

costs for evaluation purposes, SCE recommends that utility payments
to bidders and customer contributions be adjusted by an NTG ratio.
PG&E agrees with this recommendation for its own 'partnership® bid
pilot progam, but suggests that a no-NTG adjustment might be
appropriate for pilots designed to replace utility DSM prdgfams,
Under this approach, there would be no NTG adjustments to either the
bid proposals or the utility program to be replaced. .

- SDG&E recommends that the NTG ratio only be applied to the
bidders’ payments/rebates to customers and customer contributions.
In ordéer to implement SDG&E’s approach, the bidder would have to
disclose how much it planned to contribute to the participating

3

? pG&E, SCE, SDGLE, and SoCal are referred to collectively as
sthe utilities" in this order.

) Under PG&E’s partnership program, bid proposals are evaluated
as cost-effective additions to the utility’s existing and planned DSM.
In contrast, under SoCal’s, SDG&E's and SCE’s pilot bid programs, bid
proposals are evaluated as cost-effective replacements to utility-

sponsored DSM.
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"ustomeré' measure éoéis, é.g}, QiévCUSEOﬁéfirebétéé or 6Ehe£ forms
of incentives. ‘ | o

‘ DRA, on the other hand, does not advocate a partlcular
abprbach at this time. Rather, DRA proposes that the méthod for
" applying NTG ratios for bid evaluation and payment purposes be
decided by the utility (within its bid evaluation flex1b111ty) and
via negotiation with short- listed bidders.

In its comments, SoCal recommends using the method adopted
in the Standard Practice Manual, i.e., adjusting measure costs (also
referred to as participants’ costs) by the NTG ratio. However, as
explained in D.92-09-080, bid proposals do not disclose measure
costs, per se. Rather, a bid proposal includes a request for
utility payment to the bidder (to cover administration, profits,
rebates and payments to customérs) and includes an estimate of
customer out-of-pocket contr1but1ons. Measureé costs can be derived
from that information only if the b1dder reVeals what portion of
utility payments: will be used to cover some of the measure costs
(¢.g:, in the form of customer rebates): It is not clear frOm
SoCal’s comments wheéether SoCal advocates requ1r1ng that information,

as SDG&E does.

B. Discussion ‘ :
We agreé with the utilities that NTG adjustments should be

made consistently to reflect the benefits and costs of DSM programs.
However, only SDG&E's approach would apply NTGs to the cost side in
a manner that is consistent with how NTGs are applied to the cost
side for utility-sponsored DSM. It is theé only approach that
satisfies our stated criterion that *,,.if a NTG ratio is included
in the TRC formula, the method selected should not create perverse
results, e.g., by creating an advantage to bidders over the ut111ty
program even when the projects have identical total costs and
benefits.* (D.92-09-080, mimeo., p. 69.)
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In contrast, SCE’S recommended approachfﬁouid Appiy'iﬁe
NTG ratio to certain elements of costs that are not similarly .
discounted by the NTG ratio for utiiity%spOnSOred progfams. Under
the Standard Practice Manual formula used for utility DSM program
evaluation, only customer incéntives or rébates and out-of- pOcket
contributions would be dlscounted. Hence, SCE's approach would
overstate TRC benefit/cost ratios for bidders, relative to utility-
sponsored programs, due to the discounting of bidder profits and
administrative costs included in bid payments. _ ’

PG&(E’s "no-NTG® approach also has conceptual drawbacks.
As PG&E points oéut, this approach tends to favor programs with
larger administrative costs, all other things being equal. ! PGLE
also acknowledgés that, the more different the mix of measures and
payback periods to beé comparéed, the more the use of an NTG
adjustment becomes nécessary for va}id comparisons.

DRA’s proposed approach (to defer the issue to the
utilities) has the apparent drawback of increasing the uncertainty
on how bid proposals will be evaluated, and could increase potéﬁtial
- contention during the bid selection and/or negotiation stages of
S

these pilots.

! For example, for a program that has benefits of 2.0 and costs
of 1.0, the benefit-cost ratio will always be 2.0 under thé no-NTG
approach, regardless of the breakdown between customer incentiveés and

"other costs" (e. g.. administrative costs) Let’s say, howéver, that
Program A has .10 1n other costs and .90 1n customer 1ncent1ves. while
Program B has .20 in other costs and .80 in customér incentives. With
an NTG ratio of 0.7, the benefit-cost ratio for Project A becomes
1.92, while the benefit-cost ratio for PrOJect B becomes 1.84.
However, the no-NTG approach would not pick up this differential, and
would consider both proagrams equally cost-effective. )

5 In terms of how to establish measured NTG ratios for use in
post-installation measurement, we have already established that the
bidder shall propose measurement and verification approaches in its
bid proposal, subject to the utility’s case-by-case evaluation.




. R.81-08-003, 1.81-08-002 ALI/MEG/f.s.

For the reasons stated above, we adOptisDG&Efé propoéed
approach for applying the NTG ratio to the cost side of replacement
bid proposals in SDG&E’s, SoCal’s and SCE’s pilot programsa
Sp901f1ca11y, SDG&E, SCE and SoCal should require bidders to break
down their bids into two components. *customer incentives/rebateés”®
and "other costs.® The NIG ratios adopted in D.92-09-080 shall be
applied t6 the customer incentives/rebates component and to
estimates of customer contr1but1ons.

, SCE apparently believes that the 1nformat10n needéd to
implement SDG&E‘'s approach is not readily "available. (See SCE’s
comments, p. 4.) We disagreé. In order to prepare its bid
proposal, each bidder will need to develop estimates of how much the
proposed DSM measurés will cost overall, and what proportion the

customer is expected to contributé out-of-pocket (or conversely, the
proportion the bidder will pay to the customer). Similarly,
utilities regularly preparée estimates of these cost categorzes in
developlng their own programs for evaluvation by Commission statf and
other parties. In order to minimize potent1a1 gaming of these
estimates, however, bidders should be required to include
documentation of the total measure costs (i.e., the sum of estimated
customer contributions and rebates or incentives) for utility
verification.

For PG&E’'s partnership bid pilot, however, we will permit
PG&E to use the approach presented in its May 21, 1992 compliance
filing, which applies the NTG ratio to bidder payments and customer
contributions. Given the fact that PG&E’s solicitation doés not
directly compare bid proposals with utility DSM programs, the
accuracy and consistency problems noted above will not have a

Today's order does not alter that approach. See D.92-0%-080, mimeo.,
p. 88.
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"significant effect on PG&E’s selection prOCess.- Horeover;°§¢&E‘s
solicitation materials have already beén. issued. {See D.92-09-072,
- Ordering Paragrabh'2.) We see no teasOn to insist on revising those
materials at~this juncture. ' , o

' with regard to - the NTG ratio assumptions themselves, our
determinations in D.92-03-038 and D.92-09-080 remain unaltered by
today’s order. In the longer run, as more measurement and
verification studiés are performed on NTG ratios in general, and
those applicable to third—partyeprovided'DSM in particular, we may
need to refine our NTG assumptions to ensure that third-party and
utility programs are being compared as consistently as possible.

III. Baséline For Fuél Substitution Programs

In D.92-10-020, we requested comments on the appropriate
baseline technology to assume in making comparisons among fuel-
substitution DSM programs (é.g.,.programs to substitute electric
heat pumps for gas space heating). Comnments on this issue were
filed by PG&E, SCE, SDGLE, SoCal and the Natural Resources Defense
council (NRDC). Reply comments were timely filed by PG&E and
Socal. ® '

¢ Reply comments were also filed by the American Gas Cooling
Centér (AGCC) and the Trane Company (Trane), who arée not parties to
this proceeding. Not only were AGCC's and Trane'’s comments filed
late, but they also faileéd to address the specific issue identified
for further comment in D.92-10-020. Rather, AGCC and Trané arguéd for
our reconsideration of the rules adopted in that order. Under these
circumstances, we must reject AGCC’s and Trane’s late-filed comments.
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AL Positions of the Partiea

Thé utilities recommend that minimum standards equ1pment
be used as the baseline for making comparisons among fuel options. ?
'In instances where minimum standards are unavailable, the utilities
present someéwhat differing proposals. SCE recommends using existing
equipmént as the baseline for fuel substitution programs in the
réesidential and commercial sectors, In SCE’s vieéew, further
workshops are needed to establish baselines for the industrial
sector. PG&E and SoCal recommend using "current or standard
purchase practices® as the baseline reference, while SDG&E
recommends the use of efficiency data compiled in the California
Energy Commission’s {(CEC) Statewide DSM Inventory.®

NRDC, on the other hand, recommends that the baseline
reference be thé most efficient same-fuel substitute technology that
is currently cost-effective under the TRC test. If no such
technology is available, the baseline reference would bé the
technology béing replaced. The source of efficiency data for these
technologies would be the utilitieés’ own DSM program filings and,
when available, the CEC’s Statewide DSM Inventory. , :

Finally, SoCal recommends that the rules bé clarified to
allow consideration of environmental impacts other than air
emissions in making fuel substitution comparisons.

' However, SDG4E recommends (w1th PG&E’s concurrence) that this
baseline only apply to equlpment in néw construction app11cat1ons or
post-failure retrofit situations. For early replacement cond1t10ns,
SDG&E and PG&E recommend that the baseline be existing equipment, with
some allowance for minimum standards beyond the expected service life.

* The CEC's statewide DSM inventory will, when fully developed,
contain estimates of the unit costs and savings associated with
current and potential cost-effectivé DSM measures. See Public

Resources Code § 25401.2.




~ B. Discussion

Thé comments reflect a fundamental difference in
perspective regarding the purpose of ratepayer funding for fuel-
substitution programs. SoCal and others believe that the purpose
should be to improve upén the efficiencies of same-fuel equipment
that customers are most likely to install (e.g., minimum standards
where those standards exist). NRDC believes that the purpose should
be to improve upon the most éfficient same-fuel equipment.

We agree with NRDC that rateépayers should fund fuel-
switching only to the extent that fuel-substitution technologies
increase net total resource benefits relative to the most efficient,
available, same-fuel technologies. To do otherwise would encourage
fuel competition in ways that could underminé our resource
pfocufement goals,

For example, under SoCal‘s proposal, customers with
electric appliances would be presented with gas-technology options
that are more cost-effective than the status quo (or their standard
purchase choice). However, this does not necessarily represent a
net resource benefit to all ratepayers, who fund these programs. 1f
SCE can make available efficient electric technologies (for either
post-failurée or early replacement retrofits) that yield greater net
resource benefits, then ratepayers are better off eéncouraging same-
fuel replacement, rather than fuel switching. Similarly, from a
total resource perspective, ratepayers may be better off funding a
new construction program that encourages the most efficient electric
appliances, rather than competing gas technologies (or vice

versa)., ?

% This order does not preclude the utilities from pursuing the
development of more efficient fuel-substitution technologies, but
rather, speaks only to the issue of what ratepayers should fund with

DSM dollars.
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Our rules should foster an énvuonment where ut111t1es and .
vendors are encouraged to compete for ratepayer funds in a manner
that is in the ratepayers' best 1nterest. By establlshing the
baseline as NRDC proposes, vendors of fuel-substitution technologles
are encouraged to competé against theé proper standard, 1.e.,-the
most efficient same-fuel equipment available to the customer via the
utilities’ traditional energy éfficiency programs. .PrOQram_
participants will be afforded fuel-substitutién choices that make
the most sense from & résource procurement standpoint, i.e., that
result in increaséd net total resource benefits to all ratepaYérs.

Since our adopted rules do not require any'intefpretation
of standard or current market practice for the industrial sector, we
do not find it neécessary or useful to conduct further workshops at
this timeé, as SCE suggests, With réegard to SoCal’s comments
regardlng our rules on énvironméntal externalities, we agree that
parties should not be precluded from comparing the non- em1ss10n
impacts associated with fuel choices. We mod1fy Rule 13 of -
D.92-10-020 accordingly. (See Ordering Paragraph 2.) The full text
of our DSM rules, as modified by today'’s order, is appended as
Attachment 1, '

Findings of Fact
1. SCE’'s proposed approach for applying NTGs to replacement

bid proposals would overstate the benefit/cost ratios of those
proposals, relative to the utility programs being replaced.

2. PG&E’s *"no-NTG* apprOach for replacement bids tends to

. favor programs with larger administrative costs, all other thlngs
being equal. _

3. DRA's proposal to defer this issue would increase the
uncertainty on how bid proposals will be evaluated, and could
increasé potential contention during the bid selection and/or
negotiation stages of the pilot programs.
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4. SDG&E's proposed approach for ap'plying' NTGs in a
replacement bidding environment is consistent with how NTGs are
applied to the cost side of utility DSM programs.

5. 1In the process of developing their bid proposals, bidders
will need to develop the information required to implement SDG&E’s
proposed approach.

6. PG&E’s partnership bid does not directly compare bid
proposals Wlth utility DSM programs; therefore, the accuracy and
consistency problems associated with SCE's proposed approach w111
not have a significant effect on PG&E’s selection process.

7. PG&E has already issued its request for proposals, using
the approach advocated by SCE for replacement bids.

8. Ratepayers may be better off, from a total resource
perspective, by funding programs that replace customer eQu1pment
with the most efficlent, available same-fuel technology, rathér than
funding fuél-switching efforts,»even if fuel-switching is more
efficient than choices customers would have made on their own.

9. Using minimum standards equipment or standard purchase
practices as the baseline reference for fuel substitution programs
may encourage fuel competition in ways that could undermine our
resource procurement goals.

10. The comments of AGCC and Trane were late filed and failed
to respond to the specific issue identified for further comment in
D.92-10-020,

11. In order to provide the neceéssary guidance on methodology
issues, this order should be effective today.
conclusions of Law

1. SDG&E’s proposal for aDPIYIﬂg NTG ratios in a replacement
bid environment is reasonable and should be adopted.

2. Ratepayers should fund fuel-substitution programs only if
doing so provides net total resource benefits greater than theé most
efficient same-fuel equipment available.
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3. Consideration of environmental impacts, for the purpose of @
- evaluating fuel substitution programs, should not be limitéd to air-
emissions. '
4. Rule 13 of D.92-10-020 should be modified to reflect

today’s determinations.

INTERIM ORDER

1T IS ORDERED that:
1. The late-filed comments of the American Gas Cooling Center

and the Trane Company are rejected.
2. Rule 13 of Decision 92-10-020 shall be modified as follows

{additions are underlined): _ '

*13. Fuel substitution programs may of fer résource value
and environmental benefits. Fuel-substitution programs should
reduce the need for supply without degrading environmental quality.

*Fuel substitution programs, whether applied to retfofit
or new construction aplications, 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-established heat rate.

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.

The program must not adversely fmpact the environment. To
quantify this impact, respondents should compare the
environmental costs with and without the program, using
the most receéntly adopted values for residual emissions in
the Update. Parties may include environmental impacts
beyond the residual émission factors presented in the
Update. The burden of proof lies with the sponsoring
party to show that the material environmental impacts have

been adequately considered in the analysis.

®




JFor;purposes of applying these tests, fuel substitution
proponeénts must- compare-the technologiés offered by their
program with thé most- efficient same-fuel substituté
‘technologies available to prospective participants that
‘Would havé a TRC benefit-cost ratio of 1.0 or gréater,
The burden of proof .falls on the party sponsoring the .
anaiysis. to show that the baseline comparison adhéres to

’ thls requ1rementa

'We dlscourage util1t1es from pursuing fuel subst1tut1on
,,programs wlth a predomxnently load building or load reténtion
character. - For these types of programs, the utility carr1es the
'burden of proof to demonstrate that the benefits of the program
)ustzfy ‘relaxing our focus on energy efficiency programs,*®
. ThlS order is effectlve today.
Dated December 16, 1992, at San Francisco, Cal1f0rn1a.

DPANIEL Wm. FESSLER
President
JOHN B. OHANIAN
PATRICIA M. ECKERT
NORMAN D. SHUMWAY
Commissioners

\,I';ACERIIFY THAT THIS DECISION
§ APPROVED py THE: ABOVE
COMM!SS]O:\EPS 'IODAY

’-J.-! ﬁ

ersuhve Dfrec;o;_‘
o
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ATTACHMENT 1
Page 1
ADOPTED RULES, TERMS AND DEFINITIONS
FOR DEMAND-SIDE MANAGEMENT PROGRAMS

I. Resource Planning and DSM Program Definitions

1. This Commission’s goal for utility resourcé procurement
is reliable, least cost; environmentally sensitive energy
servicé. Using energy more efficiently constitutes an
important means of achieving this goal. The utilities should
treat energy efficiency improvements and eénergy 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
exploiteéd promptly, are lost irretrievably or rendered much more
costly to achieve. In developing funding priorities for COéf-;
effective DSM activities, the utilities should consider capturing
lost opportunities as an additional ranking criterion for
programs 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 andfor for increases

in DSM program funding.

1 This attachment reflects the DSH rules, terms, and definitions
D.92-10-020, Additions to those rules, as adopted in today’s order

are underlined. (See Rule 13.)




| R.91208-003, 1.91-08-002 ALJ/MEG/f.5

ATTACHHBNT 1
Page 2
3. As defined by the CollabOrative, "cream skimming results
in the pursuit of only the lowest cost consérvation and léad
managemént measures, leaving behind other cost-effective
opportunities. Cream skimming becomes a& problém when lost
opportunities are creatéd 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 of DSK activities requires
consistent treatment of programs across utilities and across
réegulatory forums. Common terms and program definitiéns help
ensure consistent tréatment. The utilities should use the
definitions included in the Appéndix to these rules when
characterizing any proposéd program. The burden is on the
utility to justify any departure from them, This OIR will remain
open to accommodate futuré requests to modify the terms or
definitions proposed herein or to add néw terms or definitions.

IX. Cost-Effectiveness Indicators

5. The tests in the Standard Practice Manual (SPM) hélp
assess the variety of effects associated with new or expanded DSM
programs. The tésts in the SPM will sexve as the standard for
determining DSK program cost-effectiveness until a methodology is
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ATTACHMENT 1
“ Page 3

established that allows for the side-by-side comparison of
demand- and supply-side resources. The utilities should perform
cost-effectiveness analyses for any proposéd DSM program :
consistent with the indicators and methodologfes included in the
SPM. The utility should, to the extent practicable, perform each
of the tests included in thé SPM for any proposed DSM program.

6. This Commission rélies on the Total Resourcé Cost Test
(TRC) as the primary indicator of DSH program cost effectiveness.
This reflects our view that utility DSK activities should focus
on programs that serve as alternatives to supply-side résource
options. Eneérgy efficiency programs and load managemént programs
which promote energy efficiéncy serve as such alternatives
because they reliably reduce a utility’s fuel and/or capacity

needs.

9.  To the extent practicableé, 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 résources
affect DSM programs, the utility should include them in cost-
effectiveness analyses consistent with their development in the
Update. Electric utilities should use the forum described in
Decision 91-10-048 to publish information on transmission and
distribution costs. This information should be used consistently’
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 neéds. For DSH
programs designed to defer or avoid these requirements, the '
resource value associated with such programs should be consistent
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ATTACHMENT 1

‘ Page 4 _ E
with the avoided costs of electric service adopted in the Update
and, when completed, the avoided costs of natural gas service
adopted in Investigation 86-06-005. These values should bé used
in applicable cost-effectiveness analyses and when calculating
shareholder incentives. We will address the issué of consistency
between résource planning determinations and DSM funding
authorizations in this OIR/OII, after CACD's workshop report is
submitted (sée 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 attémpts to
quantify indirect costs significantly reduces their applicability
as an analytic tool at this time. Thesé costs should therefore
not bé required in any of the cost-effectiveness tests included
in the SPM. The issues related to indirect costs of DSM programs
are technical in nature. The SPM working group, which is
convened by the CPUC and the CEC, represents the appropriate
forum for considering indirect costs as they apply to DSM

programs.

10. Sharéholder incentives représent a true economic cost: in
the production of utility DSM programs and should be includéd as
a direct cost in the TRC test, the Rate Impact Measuré, and the
Utility Cost test. The SPM 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 tést as a primary indicator of
cost-effectiveness is limited for certain programs which do not

necessarily focus on the timing or type of resource needs of the
utility. Direct Assistance programs address equity concernsj as
such, positive cost-effectiveness shall be an important, but not
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AITACHHENT 1
-Page 5
the sole, factor uséd to determine funding levels for these
programs. Cost-efficiency is also important in the conduct of.
Direct Assistance programs. For Information Programs and Energy
Management Services, the link between programs and savings is '
difficult to discern. Strict adherénce to the TRC should not be

réquired for these programs.

New Construction Programs should be designed, funded and
implemented in a manner which effectively promotes the
development of future, higher efficiency standards by the CEC, as
well as the objectives of Public Utilities Code § 701.1. 1In
conjunction with the CEC standards, utility New Construction
Programs should provide resource benefits in the form of reduced
demand to be met by the utility eélectric and gas systems.

Utility New Construction programs should also be designed to '
minimize lost energy efficiency opportunities.

For each New Construction Program (reSLdential and
nonresidential), the TRC test should be the primary indicator of
cost-éffectiveness for the program as a whole. Each program as a
wholé 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 theée new
construction sector must be évaluatéed using the criteria
established in Rule 13, The utilities’ cost-effectiveness
analyses should be accompaniéd by source-BTU and other
information that will be useful for CEC standard-setting.
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" ATTACHMENT 1°

7 Page 6
12, Load Building and load retention programs lack résource
valué, and the TRC doeés not apply to thése programs. Though
utility DSM activities should focus on energy éfficiency programs
and load management programs which promoté énergy 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
prograns.” General conclusions about the net bénefits of theése
types of 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. Theé
utility should désign'any'ioéd building or load retention program
so as to avoid frustrating this Commission’s goal of encoufaging
energy efficiency and energy conseérvation. We intend to adopt '
more spécific evaluation and funding guidelinés for these types
of programs in a later phase of these proceédings. ’

13. Fuel substitution programs may offer resource value and
énvironmental benefits. Fuel-substitution programs should
reduce the need for supply without degrading environmental

qual ity N

2 Proponents of fuel substitution programs with a predominantly
load building or léad rétention 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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. Fuel-substitution programs, whether applied to retrofit
. or new construction applications, must pass the following three-
‘prong teést 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 CEC-established heat rate.

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.

The program must not adversely impact theé
énvironment. To quantlfy this impact, respondents
should compare the environmental costs with and
without the program, u51ng the most recently adopted
values for residual emissions in the Updateé.

Parties may include environmental impacts beyond the
residual emission factors presented in thé Update.

The burden of proof lies with the sponsoring party
to show_that the material environméental impacts haveé
been adequately considered in the analysis.

For purposes of applying these tests, fuel

substitution proponents must compare the

technologies offered by their program with the most
efficient same-fuel substitute technologies .
available to prospective participants that would
have a TRC benefit-cost ratio of 1.0 or greater.
The burden of proof falls on the party sponsoring
the analysis to show that the baseline comparison
adheres to this requirement.

‘We discourage utilities from pursuing fuel substitution
programs with a predominantly load building or load retention
charactér. 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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V. Shareholder Incentives

14, The Electric Revenue Adjustment Mechanism and Coré Fixed
Cost Account remove significant ratemaking disincentives for
utilities to invest in demand-side managément. To further énsure
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 D.90-08-068. Shareholder incéentives
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 D.90-08-068, the longer term role
of shareholder incentives in resource procuremént and revisit the
issue of earnings comparability after CACD's report to the
Legislature is submitted in late 1992.

15, The diffeérences 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
linited number of guiding principles governing future shareholder
incentives. These principles should apply to shareholder
incentive mechanisms proposed after the final adoption of this

rulemaking.

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 ineéligiblé pending
resolution of the technical issues associated with assessing the
benefits to ratepayéers of these programs. '

17. Shareholder incentive mechanisms should balance risk and
reward. Coupling rewards for good performance with penalties for
poor performance represénts a reasonable way of achieving that
balance. Any proposed shareholder incentive mechanism should
therefore include minimum performance requirements and
accompanying penalty features. The utilitiés should focus
minimum performance requirements on efforts to achieve cost-
effective energy efficiency opportunitiés, 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 mechaiisms that determine éarnings 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 estimated. We will defer the
application of shared savings to SsoCal’s programs untfl after gas
marginal costs are adopted in 1.86-06-005.

19. As an interim policy, shareholders’ rate of return oﬁ_DSH
programs should be no greater (and could bé 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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For incentive mechanisms baséd on program -
expenditures, such as SoCal Gas’ current
variable rate of return mechanism, the
éarnings rate on program costs should not-
exceed (and could be lower than) thé
authorized rate of return on utility
constructéed plants} .

For sharéed-savings mechanisms using an
*S-curve" function, such as the nechanism
adopted for SCE in its recent GRC, the
incentivé payment target should be calculated
using forecasted utility expenseés at 100% of
forecasted net savings, times a rate that is
no higher (and could be lower) than the
authorized rate of return on utility
constructed plants; and

For "flat rate" shared-savings mechanisms,

such as the ones adopted for SDGLE and PG&E

in D.90-08-068, the shared savings rate

should not exceed (and could be lower than)

the authorized rate of return on utility

constructed plants.
We will revisit the issue of cdmparable earnings and eérniﬁgs
1imits/caps in a later phase of this proceeding, after CACD’S
report has béen submitted.

vI. Measurement, Evaluation, and Accounting

20. The stable developmént of DSM programs that deliver

- reliable energy savings for CaliEOrnia‘s'ratepayers depends on

_ well-designed methods of program measurement and evaluation.
Thought ful measurement and evaluation practices are required to
gauge utility performance, verify energy savings, and improve the
design and success of future DSM prOgrams. The utilities should
make program 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
prespecified savings estimates to ex post verification made after
program implementation. Though prespecified savings estimates
- increase risks to ratepayers, the measuremént protocols devélbped
~ as_part of the Blueprint help mitigate thesé risks.  To impiéﬁeﬁt
the shift to ex post verification, we will conduct a cdﬁsoiidated
measurement and evaluation (M&E) phase in this Rulemaking and
Ccompanion Investigation. This M&E phase will éetve asathé'forhm
for addressing the following types of measurement-rélated issuest

o Pre-Implementation Measurement. Thé acceptable
methods and procedures for eéestimating, prior to
program implémentation, the various program
impact parameters for DSM programs. Theése-
include the load impacts (and its components}), -
participation level, utility costs, total costs"
and useful lives of DSM measures. ,

Post-Implementation Measurement. Theé

acceptable methods and procedurés for méasuring
DSM program impacts after program »
impleméntation. This includes developing
guidelines for M&E activities beyond current
activities.

Incorporating the Results of Measurément

Studies. Using the results of M&E activities

to (1) refine pre- and post-implementation

measurement protocols, (2) adjust forécasts of

DSM program savings, and (3) adjust shareholder

_ earnings under a shared-savings méchanism.

We intend to base payments of shareholder incentives on post-
installatfon 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 theé form of metered résults,

sample bill analysis, or other post-installation measurement
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methods that we deenm appropriate. As part of the M&E phaSe, we
will consider procedural options for refining and updatlng H&E
_ protocols on an on-going basis.

22, It is important that forecasts of DSM savings bé reliable
in meeting california‘’s energy needs. Rigorous measurement and
evaluation enhances theé reliability of these forecasts. The
utility will include a comprehensive and aggressive measurement -
plan with any request for DSM funding which includes shareholder
incentives. For programs authorized for 1992 and 1993, this plan
should be consistént, at a minimum, with the protocols contained
in Appendix A of the Collaborative Blueprint. For programs
authorized for 1994 and beyond, this plan should bé consisted
with the protocols adopted in the M&E phase of these proceed1ngs.

23, The utility should explicitly quantify the following for
any proposed shareholder mechanismi

o The rate effects of both thé 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 utility programs and to work with the utflity on
any proposed changés to its prograns. These activities can augnent
effective program implementation. The utilities should continue
the Advisory Committées. 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 compréhénsive
information on program implementation activities} notify Committee
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members in a timély fashion of proposed'progfam changés; - provide
adequate informatfon supporting such changés' and coordinate
committee activities with current and anticipated regulatory
procéedings and other review procedurés. - To this end,
respondents should éstablish a single clearinghouse for all
Advisory Committee noticing and scheduling, as described in
Section IV.H of this order. :

25, We intend to improve the consistency with which DSM
programs are treated across utilities and across regulatory
forums by initfating the consolidated M&E phase described in Rule
21 and by addressing genéri¢ policy and methodological issues in
this Rulemaking and Cémpanion Investigation. Déeterminations made
in these proceedings should be used in any subsequent utility-
specific procéeedings. We may also considér further consolidation
of DSM-related issues at a latéer stage of these proceedings, ‘
after our geneéric investigation on ratemaking
(R.90-02-008/1.90-08-006) is completed.

vIiI. Bidding

26. Introducing competition into the utility’s acquisition of
demand-side resources offers great potéential for achieving our
goal of reliable, least cost, environmentally sensitive energy

service.

27. The utilities will work with the Division of Strategic
Planning (DSP) to dévelop and implement several DSM pilot bids.
PG&LE has volunteéred to conduct a pilot bid based on a
partrnership approach. Public Utilities Code § 747 requires this
commission to test at least one DSK-only bid, an integrated




' resource bidding pilot, and a DSM bidding pilot for gas ‘
utilities._ As one of their DSM-only bid pilots; réspondents
should test at least éone replacement bid.. CACD will perfOrm an
evaluation of the pilots, in consultation with the California
Energy Commission., This Commission will submit its report, with
any recommendatfons, 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 teérms equitably share
risks, and 3) utility market power. is mitigated. To the extent
practicable, the bidding pilots should incorporaté both price-
and non-price factors for all DSM programs.

29. - Bach of the pilots, including PG&E‘s, w111 be addressed -
-in the investigation opened in conjunction with this rulemaking.
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DSM PROGRAM TERMS AND DEFINITIONS

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 énergy efficiency measuré
that is cost-effective at the time, but whose installation is
unlikely to be cost-effective later.

Cream Skimming

Cream skimming results in the pursuit of a limited set of
the most cost-éffective measures, leaving behind other cost-
effective opportunities. Cream skimming becomes a problem whén
lost opportunities are created in thé process. —

Resource Valué

An estimate of the reliabile energy (¢.g., kWh, therms) and
capacity (e.g., kW, Mcfd) reductions resulting from a DSM
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.

Uneconomic Bypass

Customer power generation or supply at a cost less than
utility retail tariffs, but above utility marginal cost to serve.
Electric bypass deferrals may or 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.
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1. Conservation and Bnerqy Efficiency Programs

~ Conservation programs are defined as programs which have
the effect of reducing consumption of at least one fuel during
the hours of operation of the equipment or building affécted by
thé measure. Energy efficiency programs arée defined as programs
which reduce energy use for a comparable lével of service.

Residential Conservation and Energy Efficiency

Residential Information Programs: Programs intended to provide -
customers with information regarding generic (not customeér-
specific) conservation opportunities. For these programs, the
information is unsolicited by the customeér. Programs which
provide incentives in the form of unsolicited coupons for
discounts on low cost measures are included.

Residential Energy Management Services: Programs intended to
provide customer assistance in the form of information on the
relative costs and benefits to the customer of installing
measures or adopting practices which c¢an reduce the customer's
utility bills. The information is solicitéd by the custémer and
recommendations are based on the customer’s recent billing
history andfor customer-specific information regarding appliance

and building characteristics.

Residential Weatherization Retrofit Incentivest Programs which
provide financial incentives (rebates, low-interest loans) to
install weatherization measures in existing buildings. .
Incentives are predominantly weatherization measures that affect
thé building shell. Incentive payments for other measureés
{nonbuilding shelli are included, usually when provided in
connection with building shell materials.
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Residential New Constructiont Programs which provide financial
incentives or significant technical assistance to builders of new
residential structures, with the primary purpose of exceeéding
existing energy efficiency Title 24 standards. Program
activities include fuel substitution activities when promoted as
an integrated packagé of measures which promoté electric and gas
enérgy efficiency. If the building type is not subject to

Titlé 24 standards, New Construction programs should offer
financial incentives or technical assistance to excéed energy
efficiéncy over currently acceptable standard practice for these
facilities. New Construction programs include education and
support activities for designers, architeéects, building officials,
and other parties who may influence the suppiy of and demand for
buildings that aré more efficient than Titlée 24 requires (or
currént practice if Title 24 does not apply}.

Appliance Efficiency Incéntives: Programs which provide
incentives to customeérs in éxisting residential structures. . The
incentives are intended to lead to the installation of a more - .
efficient appliance than would have beeén installed in thé absence
of the program. Incentives are paid (to manufacturers, :
saléspersons, or customérs) for thé replacement 6f an existing
appliance or the installation of a new appliance in an existing
residential building.

Direct Assistance: Programs which are intended to provide
assistance to low income or other *target® customer groups.
Assistance consists primarily of full subsidies of the :
consérvation measures. Theé primary purpose of thé program is to
serve an equity objective in assisting customers who aré highly
unlikely or unable to participaté in other residential programs.

Master Metert: Program intended to reducé energy usage in
existing residential structures which have master meters by
réeplacing the master meter with individual meters.

Other Residential Conservation Programst Any residential
conservation program or program activities not defined above.
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Nonresidential Conservation and Energy Efficiency

Nonresidential Information Programsé¢ Programs intended to
provide customers with information regarding generic (not
customer-specific) conservation opportunities. For thesé
programs, the information is unsolicited by the customer. .
Programs which provide fincentives in thée form of unsolicited
coupons for discounts on low cost measures are included.

Commercial Enerqgy Management Services: Services to customers in
commercial buildings 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 customér and is based on the customer’s recent
billing history and/or customer-specific information regarding
appliance and building characteristics.

Industrial Enerqy Management Services: 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. Thée information is -
solicited by the customer and is based on the customer‘’s reécent
billing history and/or customer-specific information regarding
appliance and building characteristics. :

Aqricultural Energy Management Servicest Servicés to customers
in agricultural facilities which provide customer assistance in
the form of information on the relativé 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 the customer’s récent
billing history and/or customer-specific information regarding
appliance and building characteristics.
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Commercial Enerqy Efficiency Incentives: Programs which provide .
incentives to customers in existing commercial buildings. The.
incentives are intended to lead to the installation 6f a more
efficient device(s) or systems utilizing the sameé enérgy source
than would have béen installed in the absénce of the program.

Industrial Enerqgy Efficiéncy Incentives: Programs which provide
incentives to customers in éxisting industrial facilities. The
incentives are intended to léad to the installation of a more
efficient device(s) or systems utilizing the same enérgy source
than would have been installéd in thé absence of the program.

Agricultural Enerqgy Efficiency Incentives: Programs which
provide incentives to customers in existing agricultural
facilities. The incentives are intended to lead to the T
installation of a more efficiéent device(s) or systems utilizing
the sameée eénergy source than would have been installed in the =
absence of the program.

Nonresidential New Construction: 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 o
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.)
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Street Lighting Conversfon: Programs designed to réplace less
efficient lighting equipment with more efficient lighting
equipmént in utility-owned streéeet lights. "

Other Nonrésidential Conservation/Enerqy Efficiency Programsi
Any nonresidential consérvation program or program activities not
defined above.

System Efficiency

Conservation Voltage Reductiont: Programs which improve utility

géneration system efficiency by regulating the voltage levels of
- delivered electricity. _ .

Other System Efficiéncy Programst¢ Any other program intended to
improve the efficiency of utility-owned transmission or
distribution facilities.

I1I. Load Management

Load management programs are defined as any program which
reduces electric peak demand or has the primary effect of .
shifting electric demand from the hours of peak demand to6 non-
peak time periods, with a neutral effect on or negligible
increase in electricity use.

Residential Air Conditioner Cyclingt Programs which involve the
installation of cycling devices on residential air conditioning
equipnent. Air conditioning loads aré interrupted ("cycled"” or
"shéd") by the utility at times of peak load.

Residential Time-of-Usés Programs intended to reduce customer
bills and shift hours of operation of appliances to off peak

riods through the installation of & time-of-use meter and the
avaflability of time-differentiated rates.

Pool Pump Timer: Programs which involve the promotion of
shifting pool pump hours of operation from on-peak to off-peak

periods.
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Nonresidential Air Conditioner 1ing¢t Programs which involve

the installation of cycling devices on air conditioning equipment
in nonresidential bufldings. Air conditioning loads are = ‘
interrupted ("cycled” or "shed") by theé utility at times of peak

oad. '

Nonresidential Time-of-Use: Program intended to réduce customer
bills and shift hours of operation of equipment from on-peak to
off-peak periods through the installation of a time-of-usé meter
and the availability of time-differentiated rates. Mandatory TOU
participation is not included.

Thermal Enerqy Storagé: Programs which provide financial ,
incentives to customers or builders to install thermal storage -
equipment and materials capable of fully or partially storing
theimél energy during nonpeak periods for use during peak demand .
periods. .

Interruptible/Curtailable: Programs which provide financial
incentives in thé form of reduced billing charges to customers in
exchange for the capability of utility-initiated interruption or
curtailment of service. Terms of the reduced service agreement .
(frequency, duration, penalty clauses, incentive levels, cost of
equipment) are agreed to by contract. : :

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

III. Fuel Substitution

Fuel Substitution programs are deéfined as programs which
are intended to substitute energy using equipmént of one energy

source with a competing energy source.

3 “Energy source® currently refers on1¥ to utility-supplied
electricity and natural gas. As the analytical constraints become
less restrictive for evaluating alternative fuels, this stipulation

may be broadened accordingly.
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Electric Fuel Substitution: Programs which promote the .
customer‘s choice of électric service for an appliance, group of
appliances, or building rather than the choice of service from a
different fuel. Thesé programs increase customers’ electric
usagé and decrease usage of utility-supplied natural gas.
Electric fuel substitution includes Bypass Deferral Spécial
Contracts which cause the deferral or avoidance of the
installation of gas-fired equipment which would have been used to
produce electricgty for the customér’s use, and arée negotiated
and established pursuant to CPUC procedures. contract provisions
may include a discounted rate, conservation andfor load
management incentives, or a combination of rate and
conservationfload 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. Thesé programs increase customer usage
of natural gas and decrease usage of an alternative fuel. T

IVv. Load Retention and I.oad Building

Load retention consists of programs which provide an
incentive or substantial technical assistance and which defer or
change a customer declision 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
»glectric Load Retention® programs. Load retention activities
which are directed primarily towards natural gas loads are
classified as "Gas Load Retention" programs.
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Load building programs are defined as programs which have thé
effect of increasing the annual sales/consumption of oné or both
utility-supplied fuels without décréasing the consumption of -
either fuel. Load building activities which are directed
primarily toward electric load are classified as "Electric Load

Building®” programs. Load building activities which are diréctiy
primarily toward natural gas loads are classified as "Gas Load
Building® programs.

V. Measurement and Evaluation Proqrams

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, collectivély or individually.

Ioad Meteringt Activities related to the collection, analysis
and reporting of data obtained through the use of metering -
devices. Includes metering at the level of appliances within
buildings as well as total building metering and class load
metering. Metexing activities are conducted on samples o6f ,
customers for the primary purposé of obtaining consumption and
demand estimates which areé representative of a customer class,
not of DSM program participants,

Customer Surveyst Activities relatéd to the collection, analysis
and reporting of data obtained from customeéer contacts ie.g.

mail, telephone, on-site) regarding building characteristics,
appliance holdings, energy efficiency measures in place, customer
attitudes, or other information related to current or future '
energy usage patterns. Survey activities are conducted on
samples of customers for the primary purposé of obtaining -
information about customers which are representative of a
customer class not of DSM program participants.
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New Technoloqy Testingt Activities related to the measurement - -
and assesspent of demand-side téchnologies for possible ineclusion:
in future C&LM programs. Costs associated with in-site testing
andlegaluation of measures or devices in a pilot program are
included.

Program Evaluation: Activities related to the colléction;
analysis, and reporting of data for purposés of measuring program
impacts from past, existing or poteatial program impacts., -
Activities includé program-specific évaluations as well as
activities which eévaluate more generic issues which are relevant
to moré than one program. Costs associated with the preparation
of this Reporting Requireménts Manual to thé CPUC are included as
4 separate program within this category.

Other Measurément: Activities not listed above which contribute
to the measuremént of past, current, or future demand side
program impacts.

VvIi. Other DSM Activities

Othéx DSM activities are defined as a residual category to
capture expenditures which cannot be meaningfully included in the
previously-defined DSM program categories. A primary element
includes general administrative and support costs which cannot
readily be attributable to the implementation of any specific DSM

progran,

Proqram Element Definitions

Descriptiont "Program element" refers to either customer classés
within sectors or to end uses/measures within customer classes or

customer sub-classes.,

Customer classes are defined by ¢ither rate schedule, SIC
code, or energy consumption characteristics. *End use® refers to
thé purpose for which energy is used (seé below); *"measure”
refers to specific customer actions which reduce or othérwise

modify energy end use patterns.
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Customer Sub-Class Program Element pefinitions¢ For the

residential sector the following three typés of program element
sub-class designations should bé used: . :

single Family(SF}
Multi-Pamily(MF)
Mobile Home (MH)

For theé nonresidential sector, sub-class program élements
consist of customers classified by SIC codé and size ,
(cOnsumption/demand). The size program element designations are
as followst
Large (greater than 500 kw)
Medium (less than 500 kw and more than 49 kw)
Small (less than 50 kw)

Customér SIC-based program elements consist of the
further dissaggregation of "industrial® (per the program :
definition) into the four sub-class designations used by the CEC
in the CFM process (TCU, Assembly, Process, and o ‘
Mining/Extraction) and dissagregation of thé Commercial Buildings
inte the 10 SIC-based building typés used by the CEC.

End Use Program Element pefinitions: Recommended end,usé :
definitions/acronyms for the residential sector are as followst

SPHT(e)=space heating, electricj
SPHT(HP)=space heating, heat pump}
SPHT(g)=space heating, natural gas}
SpCL(C)=central electric air conditioner;
SPCL{Ev)=evaporative cooler;

SPCL(HP)=space cooling, heat pump;
SPCL{W)=window air conditioner}
WATHT(e)=electric watér heating;

WATHT(g)=gas water heating;

REFR=refrigerator;

FREEZ=freezer}

COOK({e)=electric range;

COOK(?i=gas range}

LGHT=1ighting}

PLPMP=pool pump;

SPCL(g)=space coolfng, natural gas;
SPCL{gHP)=space cooling, natural gas heat pump}
SPHT(gHP)=space heating, natural gas heat pump.
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Recomméended énd use designatiOns/acroﬁymns for the

commercial building sector are as followst :

LGHT(I)=4indoor 11ghtihg;

LGHT(0)=outdoor lighting;

AC(e)=air conditioning, électric}

AC(g)=air conditioning, natural gasj 7
VENT=ventilation(motors/fans to operate HVAC ‘equip)}
SPHT(e)=électric space heatingj :
SPHT{g)=natural gas space heating}
WATHT{e)=¢lectric water heatingj

WATHT (g)=natural gas water heating;
REPR=réfrigeration

COOK({e)=electric cooking}

COOK(g)=natural gas cooking}
MISC({e)=miscellaneous électric}
MISC(g)=miscéllaneous natural gas;

SPCL(g)=space cooling, natural gas; , _
SPCL(gHP)=space cooling, natural gas heat pump;}
SPHT(gHP)=space heating, natural gas heat pump.

Other Termst

. Useful Life: The length of time (yéérs)'for whichlthé
load impacts of a DSM measure?devicé is expected to last.

Joad Impact Adjustments: Réfers to any adjustments made
to load impacts for purposes of valuing the impacts in the
context of cost-effectivéness evaluation. Thé primary example
would be the use of "Net-to-Gross* factors, as defined and used
in the Standard Practice Manual for Economic Analysis of Demand-
side Management Programs, December, 1987. Other examplés would
include estimatées of theé amount and rate or decay in
effectiveness of the measures, and therefore the decline in load

impacts over time.

(END OF ATTACHMENT 1)




