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BEFORE THE PUBLIC UTILITIES COMMISS10N OF 

order Instituting Rulemaking on the ) 
Commission's own motion to establish) 
rules and procedures gOVerning ) 
utility demand-side management. ) 
----------------------------------) ) 

Mailed 

DfC~ 1 6 1992 

order Instituting Investigation on 
the Commission's own motion to 
establfsh procedures governing 
demand-side management and the 
competitive procurement thereof. 

) 
) 
) 
) 
) 

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

----------------------------------) 
INTERIM OPINION 

Today's order addresses two methodological issues held 
over from recent decisions in this Rulemaking and companion 
Investigation. The Hrst relates to the application of net-to:-gro$s 
(NTG) ratios when evaluating third-party bid proposals to replace 
utility demand-side management (DSH) 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 same-fuel substitute technology that is currently 
cost-effective under the total resource cost test. 

- 1 -



II. Net-TO~Gross Ratios In A Bidding Environment 

The NTG ratio adjusts estimates of DSM program savings to 
account for . several factors, including the amount of ·£reetiders ii 

that would have implemented the DSM measure without 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, 
whi.ch raised the issue of \olhether and how to apply the N'OO 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 issue of how to define 
total resource costs was not explicitly raised 

-by parties to that phase of the proceeding. 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 of total resource costs does 
not explicitly include measure costs, it is not 
clear that the NTG ratio should be considered at 
all.- (D.92-09-080, mimeo., p. 69.)t 

In response to Ordering Paragraph 16 of D.92-09-0aO, the 
following parties filed comments on this NTG issue: pacific Gas and 
Electric Company (PG&E), southern california Edison company (SeE), 
San Diego Gas & Electric Company (SOO&E) and Southern california Gas 

The Standard Practice Manual presents it cost-beneiit 
mathodology for the evaluation of DSM programs. It is the product 
of workshops among the staffs of this Corrrnission and the California 
Energy Corrrnission, the major utilities and interested parties. 
Although not officially adopted by this commission, the Standard 
practice Manual methods are widely used by parties to our 
proceedings. 
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Company (Socal). 2 Reply corrrnents were filed by the Divlsion of· 

Ratepayer Advocates (DRA). 

A. positions Of the parties 

.",-

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 been achieved in the absence of the 
program, then participant costs must also be reduced to reflect 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 NTG ratio to total resource 

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

SDG&E recorrrnends that the NTG ratio only be applied to the 
bidders' payments/rebates to customers and customer contributions. 
In order to implement SDG~E'S approach, the bidder would have to 
disclose how much it planned to contribute to the participating 

2 PG&E, seE, SDG&E, and socal are referred to collectively as 
.the 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 seE'S pilot bid programs, bid 
proposals are evaluated as cost-effective replacements to utility-
sponsored DSM. 
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customers' measure costs, e.g_, v-ia customer rebates or other forms e 
of incentives. 

DRAI on the other hand, doesn6t advocate a particular 
approach at this time. Rather, DRA proposes that the method for 
applying NTG ratios for bid evaluation and payment purposes be 
decided by the utility (within its bid evaluation flexibility) 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 rneasure 
costs, per se. Rather, a bid proposal includes a request for 
utility paYment to the bidder (to coVer administration, profits, 
rebates and payments to customers) and includes an estimate of 
customer out-of-pocket contributions. Measure costs can be derived 
from that information only if the bidder reveals what portion·of 
utility payments will be used to cover some of the measure costs 
(e.g., in the form of customer rebates). It is not clear from 
soCal's comments whether soCal advocates requiring that information, 

as SDG&E does. 
B. Discussion 

We agree with the utilities that NTG adjustments should be 
made consistently to reflect the benefits and costs of DSM programs. 
However, only SOO&E'S approach ",'ould 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 the only approach that 
satisfies our stated criterion that • ••• if a NTG ratio is included 
in the TRC formula

l 
the method selected should not create perverse 

results, e.g., by creating an advantage to bidders over the utility 
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 approach would apply the 
NTG ratio to certain elements of costs that are not similarly 
discounted by the NTG ratio for utility-sponsored programs. Under 
the Standard practice Manual formula used for utility D$M program 
evaluation, only customer incentives or rebates and out--of-pocket 
contributions would be discounted. 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 out, this approach tends to favor programs with 
larger administrative costs, all other things being equal.· PG&E 
also acknowledges that, the more different the mi~ of measutes arid 
payback periods to be compared, the more the use of an NTG 
adjustment becomes necessary for valid comparisons. 

ORA'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 potential 
contention during the bid selection and/or negotiation stages of 
these pilots. S 

t 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 the no-NTG 
approach, regardless of the breakdown between customer incentives and 
·other costs· (e.g., administrative costs). Let's say, however, that 
program A.has .10 in other costs and .90 in customer incentives, while 
program B has .20 in other costs and .80 in customer incentives. With 
an NW 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 programs equally cost-effective. 

S 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. 



";,"". ~ 

}<'or the reasons s"tated abOve, we adopt $00&8'5 proposed e 
approach for applying the NTG ratio to the cost side of replacement 
bid proposals in SDG&E'S, soCal's and SCE's pilot programs. 
Specifically~ SDG&E, SCE and socal should require bidders to break 
down their bids into two components: ·customer incentives/rebates· 
and ·other costs.- The NTG ratios adopted in D.92-09-080 shall be 
applied to the customer incentives/rebates component and to 
estimates Of customer contributions. 

SCE apparently believes that the information needed to 
implement SDG&E's approach is not readily available. (See SCE's 
comments, p. 4.) we disagree. In order to prepare its bid 
proposal, each bidder will need to develop estimates of how much the 
proposed DSM measures will cost overall, and what proportion the 
customer is expected to contribute out-of-pocket (or conversely_ the 
proportion the bidder will pay to the customer). Similarly, 
utilities regularly prepare estimates of these cost categories in 
developing their own programs for evaluation by commission staff and 
other parties. In order to minimize potential 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&8's solicitation does 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.92~09-080, mimeo., 
p. 88. 
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. significant effect on PG&Eis selection process. Moreover, PG&E'S 
solicitation materials have already been issued. (See 0.92-09-012, 
Ordering Paragraph 2.) We see no reason to insist on revising those 

materials at this juncture, 
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 studies are performed on NTG ratios in general, and 
those applicable to third-party~provided DSM in particular, we may 
need to refine our NTG assumptions to ensure that third-party and 
utility prog·rams are being compared as consistently as possible. 

III. Baseline For FUel substitution programS 

In D. 92-10-020, we requested COITvnents on the appropriate 
baseline technolOgy to assume in making comparisons among fuel· 
substitution DSM programs (e.g.; programs to substitute electric 
heat pumps for gas space heating). Comments on this issue were 
filed by PG&E, seE, SDG&E, SoCal and the Natural Resources Defense 
council (NRDC). Reply comments were timely filed by PG&E and 

soca!. 6 

, Reply comments \Olere also filed by the American Gas Cooling 
Center (AGCC) and the Trane Company (Trane), who are not parties to 
this proceeding. Not only were AGCe's and Trane's corrments filed 
late, but they also failed to address the specific issue ideflti.fied 
for furthel.· comnent in D. 92-10-020. Rather I AGCe and Trane argued for 
our reconsideration of the rules adopted in that order. Under these 
circumstances, we must reject AGeC's and Trane's late-filed comments. 
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A. Positions of the parties 
The utilities retorrrnend that minimum-standards equipment 

be used as the baseline for making comparisons among fuel options. 1 

In instances where minimum standards are unavailable, the utilities 
present somewhat differing proposals. SeE recommends using existing 
equipment as the baseline for fuel substitution prOgrams in the 
residential and commercial sectors. In SeE's view, 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 (eEC) Statewide DSM Inventory.' 

NRDC, on the other hand; recommends that the baseline 
reference be the 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 he the 
technology being replaced. The source of efficiency data for these 
technologies would be the utilities' own DSM program filings and, 
when available, the CEe's Statewide DSM Inventory. 

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

1 However, SDG&E recommends (with PG&E's cOncurrence) that this 
baseline only apply to equipment in new construction applications or 
post-failure retrofit situations. For early replacement conditions, 
SDG&E and PG&E recommend that the baseline he existing equipment, with 
some allowance for minimum standards beyond the expected service life. 

a The CEC's statewide DSM inventory will, when fully developed, 
contain estimates of the unit costs and savings associated with 
current and potential cost-effective DSM measures. See public 
Resources Code § 25401.2. 
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B. DiiicuBsi6n 
'l'hecOIrrnents 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 upon 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 efficient same-fuel equipment. 

We agree with NRDC that ratepayers 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 undermine our resource 

procurement 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 rat epayers I who fund these programs. If 
seE can make available efficient electric technologies (for either 
post-failure or early replacement retrofits) that yield greater net 
resource benefits l then ratepayers are better off encouraging 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). 9 

9 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 environment where~tii.it.ies and -
vendors are encouraged to compete for ratepayer funds in a manner 
that is in the ratepayers' best interest. By establishing the 
baseline as NRDC proposes, vendors of fuel-substitution technologies 
are encouraged to compete against the proper standard, i.e., the 
most efficient same-fuel equipment available to the customer via the 
utilities' traditional energy efficiency programs. Program 
participants will be afforded fuel-substitution choices that make 
the most sense from a resource procurement standpoint, i.e., that 
result in increased net total resource benefits to all ratepayers. 

since our adopted rules do not require any interpretation 
of standard or current market practice for the industrial sector, we 
do not find it necessary or useful to conduct further workshops at 
this time, as seE suggests. With regard to $OCal's comments 
regarding our rules on envi.ronmental externalities, we agree that 
parties should not be prec~uded from comparing the non-emission 
impacts associated with fuel choices. We modify Rule 13 of 

D.92-10-0iO accordingly.. (See Ordering paragraph i.) The full text 
of our DSM rules, as modified by today's order, is appended as 
Attachment 1. 

Findings of Fact 
1. seE'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 things 
be i ng equa 1. 

3. DRA's proposal to defer this issue would increase the 
uncertainty on how bid proposals will be evaluated, and could 
increase potential contention during the bid selection and/6r 
negotiation stages of the pilot programs. 
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4. SDG&Et s proposed approach for ap'plyirtg NTGs in a 
replacement bidding environment is consistent with how NTGs are 
applied to the cost side of utility DSM programs. 

5. In the process of developing their bid proposals, bidders 
will need to develop the information required to implement SoG&Eis 

proposed approach. 
6. PG&E's partnership bid does not directly compare bid 

proposals with utility DSM programs; therefore, the accuracy and 
consistency problems associated with seE's proposed approach will 
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 equipment 
with the most efficient, available same-fuel technology, rather than 
funding fuel-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 AGCe and Trane were late-filed and failed 

to respond to the specific issue identified for further comment in 

D.92-10-020. 
11. In oider to provide the necessary guidance on methodology 

issues, this order should be effective today. 

conolusions of Law 
1. SDG&E's proposal for applying 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 the most 
efficient same-fuel equipment available. 
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3. Consideration of environmental impacts, for the purpose of e 
~. eValuating fuel substitution programs, should not be limit~d to air-

._" ... -emi.SS1ons. 
4. Rule 13 of D.92-10-020 should be modified to reflect 

today's determinations. 

INTBRIM ORDBR 

IT IS ORDERBD 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 fol1ot.;s 

(additions a~e underlined) : 
"13. Fuel substitution programs may offer ~esource value 

andenvironrnental benefits. Fuel-substitution programs should 
reduce the need for supply without degrading environmental quality. 

"Fuel substitution programs, whether applied to retrofit 
or new construction'aplications, must pass the following 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 
CEC-established 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. 

1(3) The program must not adversely impact the environment. To 
quantify this impact, respondents should compare the 
environmental costs with and without" the program,'usirtg 
the most recently adopted values for residual emissions in 
the Update. parties may include environmental impacts 
beyond the residual emission 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. 
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.(4)-·-F()~ -purpo'ses,'i6t'~!?piyingthese tests, fuei'substf6l"tioil­
proponents must·c6mpare·the-technologies offered by their 
program ~ith the IOOSt efficient same-fuel substitute' 
technologies available to prospective participants that 
W6uld- have a TRC benefit-cost ratio of 1. 0 orgr'eater. 
The burden of 'proof falls on the party sponsoring the 
artalysistoshOW that the baseline comparison adheres to 

'this'requirement, ' 

-We discourage uti.lities from pursuing fuel SUbstitution 
programs with a predominently load building or load retention' 
character., For these types '0£ programs, the utility carries the 
burden of proof to demonstrate that the benefits of the program 
justify'relajoting'our focus on. energy efficiency programs.-

.r i" ....: ~ . - - - • . 
ThIS order~s effect~ve tOday. 
Dated December 16, 1992, at San FranciscO, California. 
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R. 91-08..;'0,03, "I .'9i~08-o6~· AW1HEG/f.8 

ATTAciIMEHT 1 
page 1 

ADOPTED RuLEs, TERMS AND DEFI~ITION~ 
FOR DEMAHD-SIOE MANAGEMENT PROGRAKS 

I. Resource Planning and DSH Prograa Definitions 

1. This Commission's goal for utiiity resource procurement 
is reliable, least cost, environmentally sensitive energy 
service. Using energy more efficiently constitutes an 
impOrtant meAns of achieving this goai. The utilities should 
treat energy efficiency improvements and energy conservation as 
viable alternatives to supply-side resource options. 

2. Lost opportunities are those energy efficiency options' 
which offer long-lived, cost-effective savings and which, if not 
exploited promptly, are lost irretrievably or rendered much more 
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 
programs with Total Resource Cost benefit-cost ratios qreater 
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 This attachment reflects the DSK rules, terms, and definitions 
adopted in 0.92-02-075, as corrected in D.92-03-001, and 
D.92-10-020. Additions to those rules, as adopted in today's order 
are underlined. (See Rule 13.) 
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3. As defined by the C611ab6rative, -cream skimming-results 
in the pursuit of only the lowest cost conservation and 16ad 
managemeht measures, leaving behind other cost-effective 
opportunities. cream skimming becomes a problem when lOst 
opportunities are created in the process. Utilities should 
pursue the most cost-effectlve"DSK resource programs first; if 
doing so does not create lost opportunities. 

4. To ensure optimal funding Of DSM activities requires 
consistent treatment of programs across utilities and across 
regulatory forums. CominOn terms and program definitions help 
ensure consistent treatment. The utilities should use the 
definitions included in the Appendix to these rules when 
characterizing any proposedpro9ram~ The burden is on the 
utility to justify any depArture from them. This QIR will:retnairt 
open toaccommodilte future requests to modify the terms or 
definitions proposed herein or to add new terms or definlti6tis. 

II. cost-Effectiveness lndicators 

S. The tests in the Standard Practice Manual (SPM) help 
assess the variety of effects associated with new or expandQd DSM 
programs. The tests in the SPM will serve as the standard for 
determining DSH progrAm cost-effectiveness until a methodology is 
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established that allows for the side-by.;.side comparison 6f 
deniand- and supply-side resources. The utilities should perform 
cost-effectiveness analyses for any proposed DSM program 
consistent with the indicators and methodologies included in the 
SPH. The utility should, to the extent practicable, perform each 
of the tests included in the SPK for any proposed DSM program. 

6. This Commission relies On the Total Resource cost Test 
(TRC) as the primary indicator of DSK program cost effectiveness. 
This reflects our view that utility DSH activities should focus 
on programs that serve as altarnatives to supply-side resource 
options. En~r9Y 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 

Jieeds~ 

7. To the extent practicable, nonprice factors should be 
considered along with priceia.ctors in utility resource 
procurement. Insofar as nonprice factors developed in the 
Biennial Resource pian update (update) for supply-side resources 
affect DSH 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. 

S. Resource value refers to the ability of a DSM program to 
reliably reduce utilities' fuel and/or capacity needs. For DSH 

programs designed to defer or avoid these requirements, the 
resource value associated with such programs should be c6rtsistent 
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with the avoided cOsts 6f electric service adopted in the Update 
and, when completed, the avoided C6st~ 6f natural gas service 
adopted in Investigation 86-06-005. These values should be used 
in applicable cost-effectiveness analyses and when calculating 
shareholder incentives. We will address the issue of consistency 
between resource planni~9 determinations and DSK funding 
authorizations in this OIR/OII, after CACD'g 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 ba considered. The speculative nature of any attempts t6 
quantify indirect costs significantly reduces thair applicability 
as an analytic tool at this time. These costs should therefore 
not be requited in any of the cost-effectiveness tests included 
in the spM. The issues related to indh:ect costs 6£ DSM ptograms 
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 DSH 

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 Measure, 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 test as a primary indicator of 
cost-effectiveness is limited for certain programs which do·not 
necessarily focus on the timing or type of resource needs of the 
utility. Direct Assistance programs address equity concerns I as 
such, positive cost-effectiveness shall be an important, but not 
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the sole, factor used 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 adherence to the TRC should not be 
required 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. 10 

conjunction with the CEC standards, utility New Construc~ion 
programs should provide resource benefits in the form of reduced 
demand to be met by the utility electric and gas systems. 
Utility New construction programs should also be desiqned 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 eEC standard-setting. 
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12. Load Building and load reterttion programs lack resource 
value, and the TRC does not apply to these prog~ams. 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 

proqrams. 2 General conclusions about the net benefits of these 
types of programs should be backed by program specific analysis. 
In particular, for load building programs 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 to adopt 
more specific evaluation and funding guidelines for these types 
of programs in a later phase of these pr6ceedings. 

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

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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Fuel-substitution programs, whether applied to retrofit 
or new construction applications, must pass the following three­
prong test to be considered further for fundingt 

(1) 

(2) 

(3) 

(4) 

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 ad~ersely 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. 
parties may include environmental impacts beyond the 
residual emission 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. 

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 
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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v. Shareholder Incentives 

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 ensure 
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 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 D.90-08-068, the longer term role 
of shareholder incentives in reSource procurement and revisit the 
issue of earnings comparability after CACD's report to the 
Legislature is submitted in late 1992. 

1S. The differences among utility shareholder incentive 
mechanisms approved in D.90-08-068 should eventually converge 
toward a m6re uniform, statewide approach. pending CACD's report 
on shareholder incentives, it is appropriate to establish a 
limited 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 shareholdet incentives. Fuel 



.~ ..... . 
ATTACHMENT 1 

page 9 

substitution programs should also be ineligible pending 
resolution of the technical issues associated 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 c6st­
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 mechal'lisms that determine earnings based solely on 
program expenditureS are unrelated to that value. ~hus, for 
programs whose savings can be reasonably estimated, a sharecl­
savings approach is superior. Shareholdet 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 socal's programs until after gas 
marginal costs are adopted in 1.86-06-005. 

19. As art interim policY, shareholders' rate of return on DsM 
programs should be no greater (and could be lower) than 
shareholders i rate of return on utility-constructed plants. On 
an interim basis, this policy should be applied to specific 
shareholder incentive mechanisms, ~s follows. 



"< • 

R.~1~oe-003, I, 9f-OB-OOi- AW/HEf:Jlf'8-

ATTAcHMENT r' 
Page 10 

"" . ~ 

o For incentive mechanisms based on program 
expenditures; such as SOCal Gas' current 
variable rate of return mechanism, the 
earnings rate on ptogram costs should not 
exceed (and could be lower thai'll the 
authorized rate of return o.n ut lity 
constructed plants: 

o For shared~savings mechanisms using an 
.s-curve- function, such as the mechanism 
adopted for SCE in its recentGRC, the 
incentive payment target should be calc~lated 
using forecasted utility expenses at 100% of 
forecasted net sav~ngs, times a rate that 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 (and could be 10wE;!r 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, Evaluation, and Accounting 

~"" " 

20. ~he stable development of DSM programs that deliver 
reliable energy savings for California's ratepayers depends on 
well-designed methods of program measurement and evaluation. 
Thoughtful measurement and evaluation practices are required to 
gauge utility performance, verify energy saVings, and improve the 
design and success of future DSM programs. ~he utilities should 
make program measurement and evaluation a priority-
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21. It is reasonable to base shareholder incEmtives Oil 
prespecified savings until we can implement a shift from 
prespecified savings estimates to ex post verification made after 
program implementation. Though prespecified savings estimates· 
inc'rease 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 cotlsOildafed 
measurement and evaluation (K&E) phase in this Rulemakifiq and 
Companion Investigation. This M&E phase will serve as the forum 
for addressing the following types of measurement-related iSSUeSI 

o pre-Implementation Measurement. The acceptable 
methods and procedures for estimating, prior to 
program implementation, the various program . 
impact parameters for DSM programs, These 
include the load impacts (and its compon~nts), 
participation level, utility costs, total costs' 
and useful lives of DSM measures. 

o Post-Implementation Measurement. The 
acceptable methods and procedures for measuring 
DSK program impacts after program 
implementation. This includes developing 
guidelines for M&E activities beyond curient 
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 program savings, and (31 adjust shareholder 
earnings under a shared-say ngs mechanism. 

We intend to base payments of shareholder incentives 9n post­
installation verified savings, for all shared-savings programs 
authorized as of January I, 1994, using the protocols adopted in 
the K&E phase. Verification may be in the form of metered results, 
sample bill analysis, or other post-installation measurement 
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methods that we deem appropriate. As part of the K&E phase, We 
will consider procedural options for refining and updati.ng M&E 
protocols on art on-going basis. 

22. It is important that forecasts of DSM savings be reliable 
11'1 meeting California's enerqy needs. Rigorous measurement and 
evaluation enhances the reliability of these forecasts. The 
utility will inolude a comprehensive and aggressive measurement 
plan with any request for DSH funding 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 Bluaprint. For programs 
authorized for 1994 and beyond, this plan should be consisted 
with the protocols adopted in the M&E phase of these proceedings. 

. -

23. The utility should explicitiy quantify the fOllowing for 
any proposed shareholder mechanism. 

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 art informal forum for 
parties to :review utility programs and to work with the-utility on 
any proposed changes to its programs. These activities can augment 
effective pr6gram 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 seeksl provide the committee with comprehensive 
information on program implementation activitiesJ notify Committee 
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members in a timely fashion Of proposed program 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 sirtgle clearinghouse for ali 
Advisory committee noticing and scheduling, as described in 
section IV.H of this order. 

25. We intend t6 improve the consistency with which DSH 
programs are treated across utilities and across regulatory 
forums by initiating the consolidated M&E phase described in Rule 
21 and by addressing generic policy and methodological issues in 
this Rulemaking and Companion Investigation. Determinations made 
in these proceedings should be used in any subsequent utility­
specific proceedings. We may also consider further consolidation 
of DSM-relatad issues at a later stage of these proceedings, 
after oUr generic investigation on ratemakirtg 
(R.90-02-00a/I.90-08-006)is completed. 

VI I • Bidding 

26. Introducing competition into the utilityt s acqUisition of 
demand-side resources offers great potential for achieving our 
goal of reliabiej least cost, environmentally sensitive energy 

service. 

27. The utilities will work with the Division of Strategic 
Planning (DSP) to develop and implement several DSM pilot bids. 
PG&E has volunteered to conduct a pilot bid based on a 
partrtership approach. public Utilities Code S 747 requires this 
Commission to test at least one DSM-only bid, an integrated 
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resource bidding pi16t;anda DSM bidding pilot fOr _gas 
util~ties. _ Aso~e of. tlu~ir 08M-ol\ly bid pilots; respondents 
should test at least one rephlcement bid. CACD will perform an 
eValuation of the Pilots, in consultation with the california 
Energy commission. This Commission will submit its report, with 
any recoIIunendations,t6 the LegislAture by January 1, 1993. 

28. 'l'he bid pilots should be designed to ensure that 1) the 
procurement process Isiair, 2)coiltract terms equitably share 
risks, and 3) utility market power is mitigated. TO the extent 
practicable, the bidding pi16tssh6uid 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 thlsrulemaking. 
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DSH 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 energy efficiency measure 
that is cost-effective at the time, but whose installatiOn is 
unlikely to be cost-effective later. 

CreaJII Skimming 

Cream skimming results in the pursuit of a limited set 6f 
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 

An estimate of the reliabile energy (e.g'l kWh, thermal and 
capacity (e.g., kW, Hcfd) 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 matginal 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 oustomer would have 
installed natural gas-fired generation equipment to produce 
electricity for the customer's use. 
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I. conservation and Bnergy Bfficiency Programs 

. Conservation programs are de~inedas programs which have 
the effect of reducing consumption of at least one fuel during 
the 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. 

Residential conservation and Energy Efficiency 

Residential Information Programs! Programs intended to provide 
custOmers with information regarding generic (not customer­
specific) conservation opportunities. FOr these programs, the 
information is unsolicited by the customer. ProgrAms which 
provide incentives in the form of unsolicited coupons for 
discounts ort 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 can reduce the cUstomer's 
utility bills. The information is solicited by the customer and 
recommendations are based on the customer's recent billing 
history and/or 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 ex sting buildings. . 
Incentives are predominantly weatherization measures that affect 
the building shell. Incentive payments for other measures 
(nonbuilding sheill are included, usually when prOVided in 
connection with bu Iding shell materials. 
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ResidentiAl New Constructions programs which provide financial 
incentives or significant technical assistance to ~uilders 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.ofmeasures 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 fot these 
facilities. New Construction programs include educAtion and 
support Activities for designers, architects! building officials, 
and other parties who may ,influence the supp y of And demand for 
buildings that are more efficient than Title 24 requires (or 
current practice if Title 24 does not apply). 

Appliance Efficiency Incentivesl 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. 

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

Master Heter. 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 Proqraasl Any residential. 
conservation program or program activities not defined above. 
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Nonresidential Conservation and Bnergy Efficiency 

Nonresidential Information Programs: programs intended to 
provide customers with information regarding generic (n6t 
customer-spacific) conservation opportunities. For these 
programs, the information is unsolicited by the customer. 
Programs which provide incentives in the form of unsolicited 
coupons for discounts on low cost measures are included. 

Commercial Energy 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 customer and is based on the customer's recent 
billing history and/or customer-specific information regarding 
appliance and building characteristics. 

Industrial Energy 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 measuras or adopting practices which can 
reduce the customer's utility bills. The information is . 
solicited by the customer and is based on the customerts recent 
billing history and/or customer-specific information regarding 
appliance and building characteristics. . 

Agricultural Energy Management Services! Services to customers 
in agricultural facilities which provide customer assistance in. 
the form of information on the relative costs and benefits to the 
customer of installing 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 recent 
billing history and/or customer-specific information regarding 
appliance and building characteristics. 
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Commercial Energy Efficiency Incentives: Programs which provide 
incentives to customers in existing commercial buildi~gs. The. 
incentives are intended to lead to the installation of a mote 
efficient device(s) or systems utilizing the same energy· source 
than would have been installed in the absence of the program. 

Industrial Energy Efficiency Incentivest 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 systems utilizing the same energy source 
than would have been installed in the absence of the program. 

Agricultural Energy Efficiency Incerttivest Programs which 
provide incentives to customers in existing agricultural 
facilities. The incentives are intended to lead to the 
installation Of a more efficiant device(s) or systems utilizing 
the same energy 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 ove~ currently 
acceptable standard practice for these facilities. New. . . 
Construction programs include education and support activities 
for designers, architects, building officials, and other pclrties 
who may influence the supply of and demand for buildings that are 
more efficient than Title 24 requires (or current prActice it 
Title 24 does not apply.) 
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Street Lighting ConversiOni Programs designed to replace less 
efficient lighting equipment with mOre efficient lighting 
equipment in utility-owned street lights. 

Other Nonresidential conservation/Energy Efficiency programSa 
Any nonresidential conservation program Or program activities not 
defined above. 

System EfficienCy 

conservation VOltAge Reduction: programs which improve utility 
generation system efficiency by regulating the vOltage levels of 
delivered electricity. 

Other System Efficiency Programst Any other program intended to 
improve the efficiency of utility-owned transmissiOn or 
distribution facilities. 

1: 1. Load Management 

LOad management programs are defined as any progra~ which 
reduces electric peak demand or has the primary 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 Cyclingl Programs which involve the 
installAtion of cycling devices on residential air conditioning 
equipment. Air conditioning loads are interrupted (Rcycled- or 
"shed-) by the utility at times of peak load. 

Residential Time-ot-Usea programs intended to reduce custOmer 
bills and shift hours 6f operation of appliances to off peak. 
periods through the installation of a time-of-use meter and the 
availability of time-differentiated rates. 

Pool PumP Timer I programs which involve the promotion 6f 
shifting poOl pump hours of operation from on-peak to off-peak 
periods. 
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~onresidential Air conditioner Cyclingt programs which involve 
the installation of cycling devices 6n air conditioning equipment 
in nonresidential buildings. Air conditioning loads are . 
interrupted (-cycled- or ·shed-) by the utility at times 6f peak 
load. 

Nonresidential Tt.e-6f-Usei program intended to reduce customer 
bills and sh~ft hours of operation of equipment from c:m-peak to 
off-peak peri6dsthrough the instAllation of a time-af-use meter 
and the availability of time-differentiated rates. Mandatory TOU 
participation is not included. 

Thermal Energy Storaget programs which provide financial 
incentives to customers or builde~s to install thermal storage 
equipment and materials capable of fully or partially storing 
thermal energy during nonpeak periods for use during peak demand 
periods. 

Interruptible/eurtailablet programs which provide financial 
incentives in the form of reduced billing charges to customers in 
exchange for the capability of u~ility-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 Martage.anti Arty other load management program not 
defined above. 

III. Fuel Substitution 

Fuel substitution programs are defined as programs which 
are intended to substitute energy usin~ equipment of one energy 
source with a competing energy source. 

3 -Energy source- currently refers only to utility-supplied 
electricity and natural gas. As the ana ytical constraints become 
less restrictive for evaluating alternative fuels, this stipulAtion 
may be broadened accordingly. 
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Electric Fuel Substitutiont programs which promote the 
cus~omer'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 substitutiOni~cludes 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 ate 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 progra~s 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 increasecllstOmer usage 
of natural gas and decrease usage of an alternative fuel. 

IV. LOad Retention and J..oad Building 

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 w~ich are 
directed primarily towards electric lOAds are classified as 
-Electric LOad Retention- programs. Load retention activities 
which are directed primarily towards natural gas loads ate 
classified as -Gas LOad ~etention· programs. 
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LOad building programs are defined as programs which have the 
effect of increasing the annual sales/consumption of one or both 
utility-supplied fuels without decreasing the consumption6f 
either fuel. LOad building activities which are directed . 
primarily toward electric load are classified as -Electric Load 

Building- programs. Load building activities_which are directly 
primarily toward natural gas loads are classified as -Gas LOad 
Building- programs. 

v. Measurement 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 Metering' Activities related to the collection, analysis 
and reporting of data obtained through the use of meterinq . 
devices. Includes metering at the level of appliances within 
buildings as well as total building metering and class load 
metering, Metering activities are conducted on samples 6f . 
customers for the primary purpose of obtaining ~onsumption And 
demand estimates which are representative of a customer class, 
not of DSM program participants, 

Customer Surveyst Activities related to the collection, analysis 
and reporting of data obtained from customer contacts le,g. 
mail, telephone, on-site) regarding building character sties, 
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 purpose of obtaining . 
information about customers which are representative of a 
custom~r class not of DSM program participants. 
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New Technology Testiogt Activities relAted to the measurement 
and_assessment Of demand-side technOlogies f6r possible inciusi6n 
in future C&LM programs. Costs associated with in~site testing 
and evaluation of measures or devices in a pilot program are 
included. 

program EValuationt Activities ~elated to the ,collection; 
analysis, and repOrting of data for purposeS of measuring program 
impacts from past; existing or pOtential program impacts. 
Activities include program-specific evaluations as well as 
activities which evaluate more generic.issues which are relevant 
to more than one program. Costs associated with the preparatioil 
of this Reporting Requirements Manual to the CPUC are included as 
a separate program within this category. 

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

VI. Other DSH Activities 

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

Proqra. Element 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 rate schedule, SIC 
code, Or energy co~sumption characteristics. -End use- refers to 
the purpose for which energy is used (see below), -measure­
refers to specific customer actions which reduce or otherwise 
modify energy end use patterns. 
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CustODIer Sub-Class Program Element Definitions t For the 
residential sector the following three types of program element 
sub-class designations should be used* 

Single Family(SF) 
Multi-Family(MF) 
Mobile Hoine (MH) 

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. 

Large (greater than 500 kw) 
Medium (less than 500 kw and more than 49 kw) 
Small (less than 50 kw) 

Customer 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 .. 
Mining/Extraction) and dissagregation of the Commercial Buildings 
into the 10 SIC-based building types used by the CEC. 

End Use Pro~am Element oefinitionsi Recommended end use 
definitions/acronyms for the residential sector are as followst 

SPHT(e)=space heating, electric; 
SPHT(HP)=space heating, heat pump: 
SPHT(g)=space heating, natural gas; 
SPCL(C)=central electric air conditioner; 
SPCL{Ev)=evaporative cooler; 
SPCL(HP)=space cooling, heat pump, 
SPCL(W)=window air conditioner, 
WATHT(e)=electric water heating, 
WATHT(g)=gas water heating; 
REFR=refrigerator) 
FREEz==freezer, 
COOK(e)=electric range; 
COOK(91=gas range, 
LGHT=l ghtingl 
PLPMP=peo1 pump; 
SPCL(g)==space cooling, natural gas; 
SPCL(gHP)=space cooling, natural gas heat pump; 
SPHT(gHP)=space heating, natural gas heat pump. 
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Recommended end use designations/acronymns for the 
commercial building sector are as followst . 

LGHT(I)=indoor l~ghting; 
LGHT(O)=outdoor lighting; 
AC(e)=air conditioning, electric; 
AC(g)=air c6nditioning, natural gas; 
VENT=ventilation(motors/fans to operate HVAC ·equip)J 
SPHT(e)=electric space heating; 
SPHT(g)=natural gas space heating~ 
WATHT(e)=electric water heating; 
WATHT(g)=natural gas water heating; 
REFR=refrigeration 
COOK(e)=electric cooking; 
COOK(g)=natural qa.scooking; 
MISC(e)=miscellaneous electric; 
MISC(g)=miscellaneous na.turalga.s; 
SPCL(q)=Space cooling, natural 9as ; 
SPCL(gHP)=space cooling, natural gas heat pump' 
SPHT(gHP)=space heating, natural gas heat pump. 

other Teras! 

Useful Lifet The len~th of time (years) for which- the 
.load impacts of a DSM measure/device is expected to last. 

Load IapAct Adjustments t Refers to any adjustments made 
to load impacts fo~ purposes of valuing the impacts in the 
cootext of cost-effectiveness evaluation. The primary example 
would be the use of ·Net-to-Gross· factors, as defined and used 
in the standard practice ~anual for Economic Analysis of Demand­
Side Management programs, December, 1987. other examples would 
include estimates of the amount and rate or decay in . 
effectiveness of the measures, and therefore thedeoline in load 
impacts over time. 

(END OP ATTACBlIENT I) 


