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INTERIM OPINION ON PUBLIC PURpoSE PRQGRAMS--THRRSHOLD ISSUES 

1.0 Summary 

Today's decision addresses certain.threshold issues 

regarding the administration of public purpose" programs under a 

restructured electric utility industry .. First, we clarify that 

our goal for the prOVision of energy efficiency services is to 

establish an administrative structure that wiil facilitate the 

privatization of t.hose services in the marketplace. We have 

created a structure that we believe can best accomplish this 

market trarisformatio~ goal within the lim~ted period of ratepayer 

fUnding under Assembly Bill (AB) 1890, i.e., between now and 

2002.~ 

Specifically, we will appoint an Independent Board (Board) 

consisting of regUlatory representatives and-members of the 

public to OVersee limited term contracts for the administration 

of market transformation programs. Among O~her things, the Board 

will develop and issue a request for proposal (RFP) articulating 

policy and programmatic guidelines -for one or more 

administrators, subject to our approval. 

We will also establish a Governing-Board to oversee low­

income programs, including rate assistance and low-income energy 

efficiency services. This GOVerning Boa~d will coordinate 

closely with the Independent Board, particularly with regard to 

weather~zation and education programs, but will have the specific 

1 Attachment 2 explains each acronym or other abbreviation 
that appears in this decision. 
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mission of assisting low-income ratepayers with managing their 

energy bills. The Governing Board wrll include representatives 

from this Commission. and the public. The Governing Board will 

issue an RFP, subject to our approval, to hire. an Administrator. 

The Administrator will be responsible for (1) collecting and 

disbursing fUnding for rate discourits, (2) verifying customer 

eligibility, and (3) making energy efficiency and education 

services available to eligible low-income ratepayers. 

Regulated utilities wilt be aliowed to bid for the 

administration of these prOgrams, but we will no longer establish 

shareholder incentive mechanisms to encourage their 

participation. Our goal i~ to have the riew ~dministrative 

structure for energy efficiency programs in place by January 1, 

1998. For low-income prOgrams, our target is to have the 

Governing Board and Administrator selected by January 1, 1998. 

Utilities will continue their stewardship of existing demand-side 

management and low-income assistance programs until the new 

administrative structures are fully operational. 2 

2 Demand-side management programs focus On the cust~~er 
side of the utility meter and have included programs for load 
management, energy efficiency, and fuel substitution, among 
others. Throughout this decision, we use the te~ "energy 
efficiency" to refer to those demand-side management activities 
that transform the market for energy efficiency services, 
consistent with our goals. As described in today's decision, we 
will need to revise our current demand-side management rules t6 
reflect the changes in prOgram focus and administration .. 
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We recognize that gas utilities do not currently have a 

nonbypassable surcharge available to them in order to collect 

funding for public purpose activities. We will allow the gas 

utilities to continue to operate their own en~r9Y efficiency and 

low-income rate assistance programs with the option to transfer 

funding to the Board, and ultimately to the selected 

administrators, as we explore deVelopment of a gas surcharge. If 

gas utilities choose not to transfer funding for these programs, 

the gas utility should work with the selected administrators to 

ensure coordination of delivery of services. In the future, we 

intend to establish a gas surcharge mechartism that witl lund all 

public purpose areas and that will ultimately apply to all retail 

gas customers. We direct Our Energy Division to submit a report 

on implementation issues for our consideration. On the basis of 

that report, we will take all necessary actions and make 

appropriate recommendations to the LegiSlature to implement this 

policy. 

We adopt the minimum funding levels established by As 1890 

initially, but do not preclude consideration of higher levels, as 

appropriate, in the future. Based on our interpretation of the 

research, development, and demonstration (RD&D) funding 

provisions of the statute, we find that the minimum funding 

levels apply only to public purpose RD&D, and do not include 

regulated RD&D. Of the $62.5 million in total annual funding, we 

will allocate $61.8 million to the California Energy Commission 

(CRe) for public interest RD&D not related to transmission and 

distribution (T&D). Utilities will retain $700,000 for annual 
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T&D-related public interest RD&O, consistent with the intent of 

the statute. Utilities may also apply for an increased revenue 

requirement to cover regulated RD&D, subject to the rate 

limitations of AB 1890, or may seek funding from the eRe for·such 

activities, such as reliability-related RD&D, which they believe 

have become public interest RD&O. 

There will be an ongoing need for coordination with the eRe 
because of the shared responsibilities tor public purpose 

programs and the potential overlap of RD&D, energy efficiency, 

and renewables activities. In todayts decision, we facilitate 

s~ch coordination by including a repr~sentative from the eRe on 

the new Independent Board for energy efficiency. we also 

transmit the Working Group reports on RD&D and Renewables to both 

the eRe and Legislature for their consideration in developing 

administrative options and evaluation criteria, pursuant to AB 

1890. We continue to support the development of a Memorandum of 

Understanding (MOU) with t~e eRe on coordination of RD&D and 

other public pUrpose program efforts. 

We hope that todayts clarifications will set the stage for 

further collaborative efforts among the parties, utilizing 

infovrnal processes where appropriate, that will assist us in 

filling out the details of program administration, 6versight, and 

implementation in an expeditious manner. we will address such 

details in subsequent orders. As soon as practicable after the 

issuance of today's decision, the assigned Administrative Law 

Judge (ALJ) will schedule a workshop or other appropriate forum 

to address the required next steps. 
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2.0 Backgrounc1 

By'Decision (D.) 95-12-063, as modified by 0.96-01-009 

("policy decision"), we described our vision of a competitive 

framework for the electric services industry. This vision 

acknowledged the continued need for activities performed in the 

public interest, such as energy efficiency, RDW, and low-income 

programs. However, we viewed the role of utilities as the 

providers of these services as less clear. We found it 

appropriate to continue ratepayer funding for various public 

programs as we moved towards a competitive framework, and 

anticipated that the Legislature would also provide guida~ce with 

respect to appropriate modification of these programs. For low­

income, RD&D and energy efficiency programs in the broader public 

interest, we called for a nonbypassable surcharge to rec6Ver 

those costs. For renewables, we suggested a minimum"purchase 

requirement. 

In early 1996, we requested participants in Caiifornia1s 
. 

electric industry restructuring process to form Working Groups to 

address various issues related to our vision of a restructured 

industry. Working Groups met during 1996 to discuss ROW, energy 

efficiency, renewables, and low-income assistance programs and 
I 

presented their reports for our consideration. At the request of 

the assigned Commissioners, a separate integration report 

concerning energy efficiency and RD&O activities was also 
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prepared. 3 Each report contained consensus and nonconsensus 

positions on policy and implementation issues related to the 

administration of these programs in a restructured environment. 

A list of Working Group participants is presen~ed in 

Attachment 3. 

On September 23, 1996, AB 1890 was signed into law. (stats 

1996, Chapter 854.) AB 1890 addresses electric restructuring in 

California, including the continued provision of public purpose 

programs through the imposition of a nonbypassable charge on 

local distribution service. The sections of AS 1890 that 

specific~lly discuss public purpose prOgrams are appended to this 

decision. (See Attachment 4.) 

Parties were directed to comment on the Working GrOUp 

reports in light of the provisions of AS 1890. (See Joint 

Assigned Commissioners' Ruling dated September 4, 1996.) Opening 

comments were fiied on October 7, 1996 by~ Appliance Recycling 

Centers of America, Inc. (Appliance Recycling Centers), Bay Area 

Quality Management District, CHC, California Department of 

General Services (OGS), Center for Energy and Economic 

Development (CBRD), Environmental Defense Fund (EDF) and the 

Center for Energy Bfficiency and Renewable Technologies (CHBRT), 

3 See Funding and Administering Public Interest EnersY 
Efficiency Programs: The Report of the Energy Bfficiency Working 
Group, August 16, 1996; Reoewables Working Group Report to the 
C£llC, AUgust 23, 1996; Working Group Report 00 PUblic Interest 
RD&D Activities, September 6, 1996; LOw-InCome Working Group 
Report, October 1, 1996; Working GrOup Report Concerning the 
Integration of Certain Public purpose Piograms, October 4, 1996. 
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Electric Power Research Institute (BPRI). National Association of 

Energy Service Companies (NABSOO). Natural Resources Defense 

Council (NRDC)f Office of Ratepayer Advocates (ORA), Pacific Gas 

and Electric Company (PG&E) , San Diego Gas & ~lectric Company 

(SDG~B), Sierra Club, Southern California Edison Company (SCE) , 

Southern California Gas Company (SoCal), and University of 

California (UC). In addition, joint comments were filed by the 

following parties: CBS/Way, Enova Enefgy, BOP, Latino Issues 

F01~rn, NABSCO, NRDC, Onsite Energy Corporation, PG&E, . Proven 

Alternatives, Rocky Mountain Institute, SDG&E,and SCE, 

hereinafter ~eferred to as "the Coalition. eA 

On October 24, 1996, reply comments 6n energy efficiency, 

renewables,and RD&D issues were tiled by Appliance Recycling 

Centers, CRC, California Solar Energy Industries Association, 

Coalition Parties, DGS, Environmental· Marketing Group (EMG), 

NABSCO, NRDC, ORA, PG&B, SDG&E, SCE, UC, and jointly by SBSL~, 

Inc. (SESCO), Residential Energy Services companies' United 

Bffort (RBSCUE) and Insulation Contractors' Association. 

Opening comments on low-income and integrati9n issues were 

also filed on October 24, 1996 by Appliance Recycling Centers, 

CBC, ORA, PG&B, SCE, SDG&B, NRDC,and jo"intly by The Utility' 

Refonn Network, formerly Toward Utility Rate Normalization 

(TURN), California/Nevada C~nmunity Action Association (Cal-

4 .Subsequent to the filing of comments. the California 
Retailers Association and the u.s. Department of Energy joined 
these parties in supporting the Coalition's administrative 
proposal. 
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Neva), Latino issues Forum, and Utility Consumers Action Network. 

Reply c6rrrnents on these issues were filed November 4, 1996 by 

PG&E, SCE, SDG&E, SoCal, TURN, SESCO/RESCUE, Cal-Neva, Sacramento 

Municipal Utility District, and jointly by the.Greenlining 

Institute and the Latino Issues Forum. 

A prehearing conference (PHC) was held on November 7, 1996 

to discuss procedural and scheduling options for addressing 

public purpose issues. A list of threshold policy issues were 

identified (or early resolution. Oral argument was held on 

November 19, 1996 before assigned ALJ Meg Gottstein and 

Commissioners Josiah L. Neeper, Jessie J. Knight, Jr., and Henry 

M. Duque. The oral argument was conducted in a panel format with 

questions directed to paneiists by the assign~d ALJ and attending 

Commissioners. Brief ope~ing statements were submitted prior to 

the oral argument by 25 parties. 

Before turning to the issues, we wish to commend all Working 

Group participants for their valUable contributions to the Working 

Group" reports. (See Attachment 3.) These reports have greatly 

enhanced our urtde~standing of the issues and options before us. We 

are particularly appreciative of the role played by Cal-Neva for 

the low-income working group, and by the CRC for the energy 

efficiency renewables and RD&D working groups. Without their 

dedication to the effective functioning of the Working Groups and 

the production of the reports, we are doubtful that the process 

would have been so successful. 
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3.0 Threshold Issues 

Today·s interim decision resolves key funding, 

administration, and coordination issues surrounding the 

administration of public purpoSe programs in a restructured 

industry environment. These include: 

(1) What role, if any, should utilities play in 

administering public purpose prOgrams? How should these programs 

be administered in the future? Should gas programs be included 

under the administrative structure we adopt today? 

(~) What level of funding should be adopted for each public 

purpose area and how much RD&D funding should be transferred to 

the eRe under the requirements of AB 1890? 

(3) How should pOtential overlap among the public purpose 

program areas and agency responsibilities be best coordinated? 

(4) Should a public gOOds surcharge be applied to gas 

customers? 

We discuss these issues in the following sections. Our 

discussion is designed to highlight the range of debate, rather 

than present a comprehensive description of all points raised by 

commenters or each commenter's specific position. 

4.0 Energy Bfficiency 

In our policy decision, we detenmined that the focus of 

publicly funded energy efficiency programs should shift to those­

programs in the broader public interest, which may include 

programs with market transfo~ation efforts and education efforts 

that would not otherwise be provided by the marketplace. We 

established that such costs should no longer be embedded in 

- 10 -
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electric rates and would instead be identified as a line.item on 

customer bills no later than January 1, 1998. 

We asked the Energy Efficiency Working Group to develop 

information to allow us to (1) establish the types of energy 

efficiency activities to be funded through the surcharge and 

(2) explore how utility expertise can be utilized as we shift to 

independent administration of these funds. (D.96~03~022, mimeo. 

p. 28.) The Working Group also addressed initial annual funding 

levels and surcharge collection issues in its report. 

The Working Group reached consensus that the new 

administrator should have the discretion to decide, within 

adopted gUidelines on a case by case basis, whether or not 

proposed program de'signs are consistent with our market 

transformation objectives. The Working Group recommends that all 

current energy efficiency prOgram activities administered by 

utilities should be initially eligible for funding, but the 

strategies used to promote efficiency investments and the design 

of these programs will need to shift to meet the Commission's 

stated goal of market transfo~ation. 

There waS no consensus on other issues, including the need 

for specific definitions, policies or funding guidelines at this 

time, the type of administrative structure, initial funding 

levels or surcharge design. Some of these issues were addressed 

by AB 1890. For example, the statute establishes that funding 

for all public purpose programs will be accomplished through a 

nonbypassable rate component of the local distribution service 

collected on the basis of usage. The statute also specifies that 

- 11 -
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whatever funds are authorized for collection via this 

nonbypassable rate component must fall within the rate level 

freeze and reduction requirements of Public Utilities (PU) Code 

§ 368. (See PU Code § 381.) 

In addition, AB 1890 establishes minimum annual funding 

levels for energy ~fficiency, commencing January 1, 1998 through 

December 31. 2001. For SDG&E and PG&E, the minimum level is $32 

million and $106 million per Year, respectively. For SCE, the 

minimum level is $90 million for 1998, 1999 and 2000, and $50 

million for 2001. (PU Code § 381(e) (1).) 

In the following sections we address the threshold policy 

issues that are left to our discretion, namely, the 

administrative structure for both electric and gas energy 

efficiency programs and initial funding levels. 

4.1 Administrative Options 

As discussed in the Energy Efficiency Working Group Report 

and filed comments, parties fundamentally disagree on the future 

role of utilities in the administration of energy efficiency 

programs. Various proposals were presented for our 

consideration, ranging from utilizing the utility in a manner 

very similar to the status quo to precluding utility 

participation in program admi~istration. 

Some background OIl how energy efficiency funds are currently 

administered is help(ul in reviewing the proposed appr~aches. 

CUrrentlY, the commission is responsible for adopting funding 

levels and developing guidelines, utility shareholder incentives 

(including penalty provisions), and measurement protocols that 

- 12 -
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relate to the Commission's priorities for utility energy 

efficiency activities. The utilities are responsible for 

developing energy efficiency programs consistent with the funding 

levels and Commission guidelines and implementing those programs. 

The utilities also consult with advisory committees when 

designing their programs and developing their goals for each 

program year. 

Below we briefly describe the range of proposals, starting 

with those proposing the least modification of current practices. 

Attachment 5 presents a side-by-slde comparison of who performs 

each function (policy setting, administration and management, 

implementation, market barrier assessment, and program 

evaluation) under each proposal. 

4.1.1 Retain CUrrent System (SoCal) 

SoCal recommends that any changes in administration of 

energy efficiency funds be limited to the electric industlY. 

However, SoCal presents an option closely based on current energy 

efficiency delivery mechanisms. SoCal's proposal would maintain 

region-specific policies for use of energy efficiency funds based 

on utility service territory. Each service territory would have 

an Advisory Board with specified membership and voting rights 

that would provide direction to the local utility administrator. 

Under SoCal's proposal, the local utility would have four of 

eight voting seats on the Board. 

The local utility administrator would report to the Advisory 

Board. The Advisory Board would have responsibility for approval 

of program designs proposed by the local utility administrator. 
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SoCal's proposal would have the Commission establish the 

alloc(\tion of funds between third party and utility-provided 

energy efficiency services, a transpar~nt bidding process for 

selecting third party energy efficiency servic~s, and a process 

to allow disputes'to be linked to the Commission's existing 

dispute resolution mechanisms. 

4.1.2 Soepgy Efficiency Board (Coalition) 

The coalition presents an option that utiiizes much of the 

existing energy efficiency delivery framework. A statewide 

Energy Bfficiency Board (appointed by the Commission) would 

establish guidelines for administering energy efficiency funds, 

with the utilities serving as the administrators subject to Board 

oversight. The Board would recommend guidelines for 

administering energy efficiency funds, or revisions to 

guidelines, for commission approval. The Board's budget would be 

limited to ~ of 1\ of energy efficiency funds. Voting Board 

members would consist of consumer group representatives, state 

regulatory agencies' staff, public interest group 

representatives, and an academic expert. Utilities and energy 

service providers would be non-voting members of the Board. 

The utilities would be responsible for developing program 

plans, administering the standard offer prOgram, proposing market 

transformation initiatives, and reporting on results. The 

coalition proposal would have the commission estabiish and 

approve budgets, approve program plans, rule on conflicts, and 

approve a new standard offer for energy efficiency services. A 

review for market power would be initiated if utility affiliates 

- 14 -
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win 15\ of the standard offer contracts available in a given 

year. 

4.1.3 California Energy Efficiency and 
Public Interest Research Board (CRC) 

The California Energy Efficiency and Public Interest 

Research Board (CBBPIRB) would be a statewide board that is a 

public agency, for example, a joint powers authority consisting 

of commission and CRe representation, that sets policy guidelines 

and hires local administrators on a competitive basis. This 

proposal specificaily incorporates public interest RD&D functions 

into its responsibilities and could include municipal utility 

participation. Staff for the board would be drawn from agencies 

that are represented ortthe board. This proposal would not 

guarantee a continuing utility administratiVe role, but would 

allow utilities to compete for this function. The board and its 

staff would perfo~ strategic assessment functions, similar to 

the market as'sessment functions recorrrnended in ORA's proposal 

described below. Funding would be focused on market 

transformation activities and conducting pilot testing on 

programs designed to break down market barriers. 

4.1.4 California Energy Efficiency Exchange (ORAl 

The California Energy Efficiency Exchange (CRRX) proposed by 

ORA consists of four 'entities: a Governing Board, an Independent 

Administrator for Energy Efficiency (IABE), CUstomer Protection 

and Decision-Making, and Market Assessment. The Governing Board 

could be the Commission, or a commission or legislatively. 

designated Board that include Commission representatives. The 
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Board is responsible for setting policy guidelines. funding 

levels for energy efficiency surcharge collection, general 

allocation principles. and selecting the private, nonprofit IAEE 

through a competitive solicitation. 

The IAEE would administer energy efficiency funds consistent 

with Board guidelines and have its o~n staff or board of 

directors. Although it is not specified, it appears that the 

IAEE would administer energy efficiency funds on a statewide 

basis, rather than having regional administrators. Utilities 

would not be involved in administering the funds. Staff or 

directors of tIle IABB can have no financial interest in companies 

seeking funds from the IARR. 

Market assessment would be perfo~ed by existing p\lhlic 

. agency staff who review trends and patterns in energy consumption 

and energy efficiency. Market assessment would be intended to 

influence guidelines established by t~e Board. Customer 

protection and decision-making would be performed by Commission 

staff in conjunction with other customer protection requirements. 

Special attention would be given to information needs, privacy 

rights, and information on providers. 

The CBEX proposal leaves for future resolution the details 

about the composition of the Board and whether utilities or their 

affiliates would be allowed to compete for access to energy 

efficiency funds from the IABE. 
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4.1. S Bnergy Bfficie.ncy FUnd Qf California (Sierra Club) 

The proposal put forth by Sierra Club contains elements of 

several proposals with a limited utility role. Onder Sierra 

Club's proposal, the independent administrator would be a 

nonprofit corporation governed by a board representing consumer 

and environmental advocacy groups. The independent administrator 

would hold a contract with the Commission that establishes the 

guidelines for administering funds. Similar to the relationship 

between ORA's Governing Board and the IABE,_ the independent 

administrator would make program implementation decisions based 

on those guidelines. The Commission would also be responsible 

for establishing the approp:d.ate allocation of funding between 

customer classes as part of its contract with the administrator. 

In the long run, the Commission's role could be replaced by 

another public entity. Ultimately, the Sierra Club proposes that 

control of the funds be assigned to the california Alternative 

Energy and Advanced Transportation Financing Authority. 

The independent administrator would make funds available on 

a competitive basis for administrative services and procurement. 

Utilities would have the option for competing to become a 

procurement agent or se~vin9 as a delivery agent tor selected 

procurement agents; however, they could not compete for 

administrative fUnction except under a temporary variation 

described in Sierra Club's comments. S Sierra Club also 

S This variation would allow for a transition periOd 
during which the utilities would r~tain administrative 
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recommends that the Commission undertake an audit of utility 

energy efficiency assets and liabilities, including existing 

program commitments, in order to deteDmine who should assume 

these commitments in the future. 

4.1.6 Independent Administration (SEsOQ/RESeUE) 

The SESCO/RESCUE proposal is based on the ORA proposal but 

contains elements of the DGS, Sierra Club, and eRC proposal .. For 

example, the Governing Board appears to be constituted similarly 

to the eEC proposal. The Board would be responsible for 

selecting several private, nonprOfit Independent Administrators 
- ..... .. 

through a competitive solicitatiorL This' pt:oposal would allow 

entities~ including government. agencies (like DGS) not affiliated 

with regulated ~lectric or gas utilities, to cOmpete to serve as 

Administrators. Several Administrators would be selected to 

ensure competition within a given region occurs. utilities and 

other providers can c~~pete to implement programs in response to 

standard offers and pay-for-performance bidding initiated by the 

Administrators. Tbe Board would be responsible for market 

assessment activities and consumer protection. 

4.1.7 Public Energy Goods Board fOGS) 

DGS proposes a Public Energy Goods Board made up of three 

full-time appointees, two selected by the Commission and one 

selected by the CRC. The cOIDfllission would establish the scope of 

oversight for funds allocated to the standard offer prOgram 
proposed by the Coalition. 
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activities and objectives for the Board, and the Board would 

design programs, execute contracts, determine eligibility 

standards, and perfonm strategic assessment of operating 

programs. The Board would sign an interagency.agreement with DGS 

to administer the energy efficiency funds. Eligible providers 

would receive funds disbursed by DGS. DGS would be responsible 

for all accounting and fund management, dispute resolution, 

statewide customer service and quality assurance, and reporting 

requirements. DGS believes that rebates are most successful at 

transforming the market and would focus its attention on those 

activities 

4.1.8 Ratepayer Responsible Boards (SMG) 

EMG's proposal calls for a two-stage process whereby program 

decisions about energy efficiency are tranSferred to local 

ratepayer-elected boards. EOO's proposal includes a RegUlatory 

Oversight Office within the commission. Among other things, this 

office would pertonm ~Inspector General- functions for all 

elected boards, including reviewing measurement and evaluation 

standards and verification practices, reviewing audits of 

financial and management performance, publish~ng annual reports 

of audits, monitoring anti-corruption and conflict ot interest 

measures, monitoring budgets to assure conformance with 

commission targets and requirements, making recommendations 

regarding boundaries for local boards, and allocating funding to 

customer classes. 

The EMG proposal contains an independent administrator whose 

pr:imary responsibilities relate to accounting for and disbursing 
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funds, and maintaining infol~tion resources. E~~'s proposal is 

focused on improving infol~ation assets in order to minimize 

transactions costs in customer procurement of energy efficiency 

services. The proposed two-stage process would begin with the 

Commission appointing initial local board and statewide board 

members. In the second stage, ratepayer boards would be elected 

locally and the local-board would elect statewide board members. 

In addition, ROO's proposal has different program approaches for 

residential and nonresideptial market sectors. 

4.2 Discussion 

Any consideration 6f administrative options must begin with 

a clear understanding of what we intend to accomplish. Much of 

the debate over the future role of utilities in energy efficiency 

administration stems from a more fundamental debate over our 

vision for energy efficiency services in a restructured electric 

industry. The c6nvnents in this phase of the proceeding along 

with the recent passage Of AS 1890 have helped Us further clarify' 

that vision. 

In our policy decision, we articulated our general views 

which bear repeating: 

-The focus of publicly funded energy efficiency 
programs should shift to those programs that are 
in the broader public-interest, for example, 
programs with market transformation effects and 
education efforts that would not otherwise by 
provided by the competitive market.­
(D.95-12-063. conclusion of Law 82. See also 
Conclusion of Law 84.) 

"It may also be appropriate to continue to provide 
financial incentives for energy efficiency 
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products and services. Any such financial 
incentives should be focused on transforming the 
market for energy efficient products and services; 
some examples of these activities are the Super­
Efficient Refrigeration Program, and manufacturer 
rebates for compact fluorescent light bulbs and 
high-efficiency motors. We expect that public 
funding would be needed only for specified and 
limited periods of time, to cause the market to be 
transfo~ed.a (Ibid., pp. 156-151.) 

Today, we reaffi1~ our commitment to ratepayer funding for 

energy efficiency as a transjtional step towards the development 

of a fully competitive market in energy efficiency services. In 

our view. the mission of market transformation is to ultimately 

privatize the provision of cost-effective energy efficiency 

services so that customers seek and obtain these services in the 

private, competitive market. 

This will require a two-pronged approach. First, we need to 

promote a vibrant energy efficiency services private industry 

that can stand on its own. This will require programs that 

encourage direct interaction and negotiation between private 

energy efficiency service providers and customers, building 

lasting relatiOnships that will extend into the future. Second, 

we need to promote effective progr~ms that will simultaneously 

transform the "upstream" market (e.g., manufacturers and 

retailers) so that energy efficient products and services are 

available and advertised by private vendors and builders. 

The L~gislature has mandated only a limited time periOd, 

commencing January 1, 1998 through December 31, 2001, during 
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which ratepayer funds are eallffiarked for energy efficiency 

activities. 6 After this four-year period, continued funding of 

these programs is not guaranteed. It would be up to future 

policy makers, at both this commission and in. the Legislature, to 

detelwine the future eXistence and fonm of these programs, along 

with appropriate funding levels. As described above, energy 

efficiency programs will be designed to transform the marketplace 

in order to reduce and eVentually eliminate barriers to energy 

efficient solutions being adopted by providers and consumers of 

energy. Over the next four years, substantial money will be 

spent in support of this market transformation process. If 

these prOgrams are successful 'in eliminating market barriers, 

they will no longer be needed. We choose to leave to future 

commissions the determination as to whether market barriers 

remain, whether continued efforts to transform the market are 

required and whether continued ratepayer funding is warranted. 

Today, we establish the policies that will govern these programs 

for the four years beginning January 1, 1998. 

with this vision as our starting point, we turn to the 

specific administration proposals. SoCal and Coalition members 

argue that utility administration is the most effective and 

efficient approach to meeting our objectives, based on the record 

to date of utility accomplishments. We do not dispute the fact 

6 This lirrdtation doe's not apply to low-income programs, and 
teday's decision does not impose one. See Section 382 of AB 1890 
and also Attachment 7, page 6. 
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that utilities have been very successful in deferring and 

replacing some of their more costly supply-side options over the 

last few years through energy efficiency. However, we do not 

believe that these accomplishments make them, ~e facto, the most 

qualified to facilitate the privatization of energy efficiency 

services. 

In fact, as ORA, .DGS, Sierra Club, and SBSCO point out, 

electric utilities are entering a period where their interest in 

increasing sales volu~es (as opposed to decreasing them via 

energy efficiency) has never been greater. As a result of the 

rate cap and competition transition charge (CTC) provisions of An 

1890, customer actions that reduce electrical usage will threaten 

utility profits by reducing the reVenues collected to pay for 

transition costs (e.g., uneconomic generating assets). 

Conversely, customer actions that increase electric usage will 

accelerate or facilitate the full recovery Of transition costs 

during in the transition cost recovery period.? 

This environment does not give utilities any motivation, and 

in fact provides greater disincentives than in the past, to 

7 This is because AB 1890 provides a limited period of time 
(1998-2001) during Which utilities can recover transition costs 
via a nonbypassable CTC. Moreover, the utilities may not raise 
rates (and must decrease rates to some customers) during that 
same period. Thereafter, shareholders are at risk for any 
unrecovered transition costs. The CTC is applied to each 
customer based on the arr~unt 6f electricity purchased by the 
customer, so that increases in those sales will increase CTC 
revenues. COJlversely, decreaseS in sales du~ to energy 
efticiency will reduce CTC revenues. (See § 371.) 
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develop an independent industry which will directly cOmpete with 

the electricity services they provide. With the enactment of AB 

1890, utilities are motivated to promote their own relationship 

with customers, rather than that of their comp'etitors in the 

private market. In view of these structural conflicts, we 

disagree with SoCal and Coalition members that utilities are the 

clear choice for energy efficiency administrators of the future. 

Coalition members and SOCal argue that these dishlcentives 

can be addressed by continuing shareholder incentives and some 

form of sales adjustment mechanism. This argument presumes that 

we are willing to assume our past regulatory role. since 1990, 

we have been willing to experiment with various incentive 

mechanisms in order to' achieve the benefits of avoiding more 

costly utility supply-side investments. This experimentation has 

required considerable regulatory oversight, the expenditure of 

significant public and private resources, and ongoing 

administrative fine-tuning. As NRDC and others point out, the 

benefits to this approach have warranted such efforts. Instead 

of investing solely in supply-side options, utilities have 

diversified their resource base by encouraging cost-effective 

energy efficiency, thereby saving ratepayers millions of dollars 

in avoided costs. 

However, our goals for future energy efficiency activities 

in California are now quite different. No longer is our primary 

focus to influence utility decisionmakers,.as mOnopoly providers 

f •• o generat10n serVices. Rather, we now seek to transfovm the 

market so that individual customers and suppliers in the 
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competitive generation market will be making rational energy -

service-choices. In our view, continuation of an administrative 

structure dependent upon utility shareholder incentives is 

incompatible with these objectives~ particularly when we have the 

option of vesting responsibility for these programs in entities 

that can embrace. our articulated mission without conflict. 8 

Moreover, with the rate freeze and rate decrease provisions 

of AB 1890, the future funding of such shareholder incentives is 

called into question. Funding would either need to cOme from the 

funds dedicated to energy efficiency programS, as SoCal 

recommends, or else from "other sources· outside ~he dedicated 

energy efficiency fund established in the bill, as the coalition 

proposes. The former approach would significantly diminish the 

funds available for the program. The latter approach would take 

funds away from utility t~ansition cost recovery. As the CRC 

points out, this poses a conflict that provides 00 gain or 

incentive to shareholders. (Reporter's Transcript (RT) Volume 

36, pp. 4943-44.) 

For the above reasons, we will not adopt any administrative 

structure that automatically continues a utility monopoly over 

the administration of energy efficiency programs. On the other 

8 We do not mean to imply that there will be no oversight 
or performance standards for the selected administrator(s). 
However, this type ot oversight is considerably different than 
establishing financial rewards to offset regUlatory 
disincentives, as. we have done in the past for utility 
administration of these prOgrams. 
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hand. we will not, as ORA and others propose, prevent utilities 

from competitively bidding for administrative functions. 

Completely precluding utilities from bidding for these functions 

would, in our view, ~nappropriately preclude tpe Board from even 

co~sidering utilities aSpOterttially compet~nt and efficient 

providers of administrative services. As described further 

below. the Board will contract out administrative functions via 

competitive bidding. As part of that process, the Board will 

establish appropriate safeguards regarding potential conflicts of 

interest, market power abuse, and self-dealing for all potential 

bidders, including any regulated utility that submits a bid. 

At the same time, we will not authorize shareholder 

incentives for ~ny winning utility bidder. It is up to the 

utility to assess the value of bidding for energy efficiency 

administrative functions, in light of its competitive interests 

in a restructured industry. Any future refinements or wholesale 

changes to sales adjustment mechanisms that we consider in our 

restructuring or performance-based ratemaking proceedings should 

reflect this changing role of utilities in energy efficiency. 

The other administrative proposals befOre us, with the 

exception of EMG's Ratepayer ReSponsible Boards, share more 

similarities than differences. They all recommend that we 

appoint an independent board to oversee the prOgram and, in most 

cases, competitively bid out the administrative functions. We 

note that DGS differs from other proposals in that it wouid 

select itself as that administrator, without competitive bid. We 

agree with Sierra club and others that DGS may qualify to bid for 
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providing administrative services, hut should not be given such a 

preference at the outset. 

HMG's proposal diverges significantly from others. It 

focuses on creating a system of locally electe~ boards to oversee 

the expenditure of funds for what HMG tenms its ninformation 

architecture. n (RT at 4918.) While we agree that access to 

customer data and other information is important, we believe that 

it can be accomplished more effectively and efficiently in an 

administrative structure that addresses our broader market 

transfo~ati6n goals. EMG's approach adds layers of governmental 

oversight (albelt on a more localized level), without clear 

advantages to meeting our stated objectives. It ~lso adds a 

.substantial staffing requirement to this Commission without 

addressing the source of funding for ~uch expansion. 

Having described what aspects of parties' proposals we do 

not accept, we turn now to those attributes we seek in an 

administrative structure~ (1) a statewide Independent Board9 to 

oversee the administrative process, with a Technical Advisory 

Committee available for assistance; (2) program administrator(s) 

selected through competitive bidding; and (3) a procurement 

9 Our use of the ~erm "Independent" refers to a board that 
is independent from utilities or other entities that have a 
vested interest in the provision of energy services. It does not 
refer to an entity that is independent from COmmission ove~sight. 
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process that taps the private market (via competitive bids) as 

much as'possible for the delivery of market transformation 

sel-vices. 

We agree with SESCO/RBSCUE, SDG&E and others that both gas 

and electric energy efficiency programs should be administered 

under the same structure. Economic efficiency requires saving 

electricity and gas together, rather than running independent 

programs for each fuel. We have recognized this advantage in the 

past by requiring SOCal and Bdison to jointly administer their 

demand-side management competitive bidding pilot in the 

residential sector. Accordingly, the functions and 

responsibilities we describe below will ultimately apply t6 both 

gas and electric energy efficiency actiVities,. including those 

currently administered by SoCal. Funds currently in rates for 

the gas demand-sidemallagementprogramsofSDG&B.PG&B and SoCal 

will need to be transferred t6 the Board, and ultimately to the 

selected administrator, . in each respective service territory. 

However, we recognize that gas utilities do not currently 

have a nonbypassable surcharge available to them to in order to 

collect funding for these activities. We will allow the gas 

utilities to continue to operate their own energy efficiency 

program with the option to transfe~ funding to the Board, and 

ultimately to the selected administrator, as we explore 

development of a gas surcharge. If gas utilities choose not to 

transfer fundi.ng for these prOgrams, the gas utility should work 

with the selected administrator to ensure coordination of 

delivery of services. consideration of gas surcharge issues will 
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be part of the Energy Division workshops described in Section 8.0 

below .. 

Within 120 days from the effective date of this decision, 

the utilities, including SoCal, shall identify. 1996 gas demand­

side management program funding levels, by program category, 

which will ultimately be transferred to the new administrator. 

We encourage the utilities to work infovmally with interested 

parties in the development of this information, which should be 

. filed at the Commission1s Docket Office and served on all 

appearances and the state service list on the Special Public 

Purpose service list in this proceeding and on ali appearances 

and the state service list in our DSM Rulemaking/lnvestigation 

(R.91-08-003/I.91-08-Q02). 

4.2.1 Function and Membership of the Independent Board 

The Independent Board will develop and oversee limited term 

contracts for the administration of market transformation 

programs. The BOard will develop and issue a RFP articulating 

policy and programmatic gUidelines for the administrator(s), 

consistent with our discussion above and subject to our approval. 

The Board may offer performance-based compensation features that 

include both rewards and penalties, as part of its contract with 

the administrator (or administrators). Any such features should be 

developed as part of the RFP and subject to our review and 

approval. 

As part of the RFP development process, the Board will 

propose, for our consideration, the scope of energy efficiency 

activities that are eligible for funding consistent with our 

- 29 -



R.94-04-031, 1.94-04-032 ALJ/MEG/bwg tt 

market transfol~ation objectives. Among other things, the Board 

will need to develop definitions that delineate the scope of the 

projects receiving energy efficiency surcharge funding. In its 

comments, ORA offers a definition of the scope. that includes, 

self-generation technologies, including nonrenewables. ' We agree 

with PG&E and others that if ORA's definition is to be 

considered, much more thought and discussion needed. The Board 

should initiate this discussion with broad input from the 

Techhical Advisory Committee described below. As in the case of 

RD&D and Renewables; there wi'll be an ongoing need for 

coordination with the eEe because of the potential overlap among 

these activities. With the eEC represented on the new Board (see 

below), along with our efforts to establish open information 

channels via a Merr~randum of Understanding (MOU) between oUr 

agencies, we believe that effective coordination can be achieved. 

The RFP will include guidelines for allocation and 

accounting of money in the fund, including applicable cost­

effectiveness criteria.' We do not intend to commingle funding 

from different utility service territories such that, for 

example, SoCal customers are paying for energy efficiency, 

services that solely benefit PG&B's customers. At the same time, 

we recognize that there are certain upstream market 

transformation programs whose benefits cannot be easily 

attributed by service territory, and these programs shOUld 

probably be funded by all customers. We leave it to the Board to 

propose funding allocation rUles that fairly balance these 

considerations. 
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The RFP will also specify how administrative perfo~ance 

shall be monitored and evaluated. It wiil specify the process by 

which the contract can be amended and a method for settling 

disputes between the administrator(s) and the ~oard. In 

addition, the RFP will establish rules governing potential 

conflicts of interest, market power abuse, and self-dealing. 

Regulated utilities will not be prohibited from bidding on 

administrative contracts, but will be subject to these rules. As 

discussed above, no shareholder incentives will be associated 

with these contracts. The RFP will also address the 

circumstances (if any) under which affiliates of selected 

administrators, utility or otherwise, may bid for contracts 

associated with program implementation. As part of the RFP 

development process, we intend that the Board propOse appropriate 

modifications to our existing DSM rules, subject to our approval. 

Such rules must be consistent with the market transformation 

policies and objectives described above, and the RFP itself must 

be based on the revised rules. 10 

Subject to our approval, the Board will establish their 

voting and conflict of interest rules, staffing, and other 

10 Our rules governing the evaluation, funding and 
implementation of demand-side management were developed in 
R.91-08-003 and companion 1.91-08-002, which remain open for 
future consideration of modifications to those rules. The most 
recent copy of our rules is contained in 0.94-10-059, as 
corrected by 0.95-05-027 and 0.95-06-016. DSM,rules 7 and 8 were 
further modified by 0.95-12-054. 
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operating requirements. We expect the Board l s oversight role to 

require"only minimal staff, once the RFP is developed and the 

administrator(s) are established. The Board will also specify 

what services might be made available by the ~ornmission or by 

other state agencies. For example, the Commission might make its 

customer protection staff available to the Board when called 

upon. The Board may choose to rely on the eRC for strategic 

assessment Of energy markets and administrative performance. The 

Board will also appoint a Technical Advisory Committee. We 

expect participation in advisory cOmmittee activities to be as 

open as possible, and public participation should be encouraged. 

While the Independent Board has been given much 

responsibilities, and we do not intend to micromanage its 

activities, the Board will be subject to Commission jurisdiction 

and oversight. such oversight will include the determination and 

naming of Board membership, approval of the Board's charter, by­

laws, and articles of incorporation, as appropriate, as well as 

approval of RFPs for administration. Board decisions may be 

appealed to the Commission via our complaint process, and we may 

open an investigation into its operations at any time. 

Given the functions of the Board, we believe that the voting 

members shoUld be regulatory and public representatives. We 

intend to appoint a Board of up to 9 members, composed as 

follows: two representatives from this Commission, one 

representative from the CHC f and up to six members Of the public. 

Board members must be willing and able to corrmit the time 

necessal~ for the tasks outlined above, and cannot be employed by 
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any entity that plans to bid for an administrative function. 

Board members should have experience with t-he development of 

energy efficiency policies or the provision of energy efficiency 

prOgrams or services. We will designate one m~mber as acting 

chairperson for an interim period. Board members may hire a 

consultant to draft the RFP under t.heir direct·ion. Board members 

will be reimbursed for expenses and paid a reasonable per diem, 

but no salaries. The utilities will front these RFPdevelopment 

costs and be reimbursed from surcharge funds, including 

interest. i1 

The Board may need to draw on the expertise ot a broader 

community, such as utilities and private energy service 

companies. HoweVer, it ·is more appropriate to have that 

expertise available via the Technical Advisory Committee, rather 

than on the Board itself. Since utilities and private RSCOs are 

potential recipients of administrative and program implementation 

f~nds under our administrative structure, which is under the 

direct oversight of the Board, it is best not to create the 

potential for conflict of interest or self-dealing by including 

their employees or representatives as Board members. Within 30 

days from the effective date of this decision, interested parties 

should submit recommendations for the public representatives to 

the Board, with a discussion of their qualifications. We will 

11 Interest will accrue at the rate earned on prime, three­
month corrvnercial paper,-as reported in the Federal Reserve 
Statistical Release, 0-13. 
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make a selection of Board representatives no later than two 

Commission meetings thereafter. 

~.2.2 The Admjnistrator(s) 

As described above, the Board will condu~t competitive 

bidding to select one or more administrators for market 

transfoumation, programs. We leave it to the Bqard to determine 

the number of administrators for the program. However, bidders 

should be capable of administering both gas and electric 

programs. Mor~over, it is Our intent that funds collected from 

ratepayers in a given utility service territory be directed to 

programs within that same geographic area, to the extent 

practicable ", 

We expect the RFP process to elicit various proposals on how 

to procure services that will meet our market transformation 

goals. Some parties propose very specific approaches, such as 

establishing minimum funding levels for standard offer contracts 

(coalition), or publishing market transformation prices as a 

basis'for contract payments (SESCO/RESCUE). We will not spell 

out any specific preferences at this Juncture. However, we do 

envision a significant role for competitive procurement and pay­

for-performance contracts, consistent with our mission to 

privatize the provision of energy efficiency services in the 

future. 

Additional e)(pectations concerning the role and function of 

the administrator(s) should be articuiated by the Board, as part 

ot the RFP·development process. We encourage the Bbard to 

solicit broad input On these and other implementation issues, 
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perhaps by reconvening the Working Group or holding informal 

workshops. Generally, we expect the Administrator(s) to perform 

the following functi6n~: 

1. Assists the Board in selecting vario~s projects. 

2. Pays monies to and verifies program 
milestones/performance indicators. 

3. Manages any Standard Offers. 

4. Collects the funds and manages the bank account. 

5. Provides administrative support to BBB. 

6. Will not deliver energy efficiency solutions. 

4.2.3 FUnding Levels 

As discussed above, AD 1890 establishes minimum funding 

levels for each electric utility. SCR, California ManUfacturers 

Association (CMA), "and others argue that funding should be 

limited to these minimum levels in light of the rate freeze/rate 

reduction requirements of AB 1890. Appliance Recycling Centers 

argues that the initial funding shOUld be greater than this 

minimum. Other parties t such as PG&E, ORA, Sierra Club and NRDC 

propose that initial funding be established at the minimum 

levels, with some prOVisions for reassessing these levels in the 

future. 

The plain language of AS 1890 states that § 381(c) (1) annual 

dollar amounts represent a minimum, not an absolute ceiling, to 

funding energy efficiency programs over the 1998-2001 period. We 

may establi.sh higher levels in the future, should circumstances 
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warrant. However, we will establish the initial funding at 

minimum" requirements under AB 1890 until funding guidelines and 

administrative structures are set. As discussed above, we also 

establish initial funding tor gas programs at 1996 levels. Our 

oversight Of these programs will include an opportunity for 

increases over the 1998-2001 period, as appropriate. We will 

establish the appropriate procedural forum for reassessing. 

funding levels as part of the implementation phase of this 

proceeding. 

4.2.4 Transition To New Structure 

Once selected f the Board will-need to develop an RFP for our 

approval, issue the RFP, and select an administrator (or 
,,-; - . . . 

administrators). OUr goal is that most if not all of these steps 

will be completed by January 1, 1998. However, we recognize that 

a full transition to this new administrative structure may not be 

completed by that date. Accordingly, energy efficiency·~rograms 

will continue under the stewardship of utilities during the 

transition. The Board will ensure that adequate surcharge funds 

are retained by the utilities in order to continue energy 

efficiency services and programs while the new structure is 

becoming operational. Existing shareholder incentive mechanisms 

will continue to apply to prior prOgram years and to the dernand­

side management prOgrams un~er utility administration during this 

transition. Potential shareholder incentives associated with 

these activities will continue to be evaluated in Annual Earnings 

Assessment proceedings, as long as necessary. However, funding 
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for these shareholder incentives will not come from the levels 

authorized today for § 381(c) (1) energy efficiency programs. 

The Board will dete~lmine the pace and schedule for the 

transfer of energy efficiency functions, fUndi!19, assets and 

program commitments to the new administrator(s) and phase-down of 

utility prOgrams, as appropriate. At the direction of the Board. 

the utiiities shall.provide a description of current utility 

programs and staffing to identify reievant assets and program 

commitments. This accounting shall be subject to audit, as 

dete~ined by the Board. 

5.0 RD&D 

We found in our policy decision that the public goods charge 

should collect furids only for public interest research, not for 

regulated or competitive research. 12 We also determined that the 

monopoly utility should no longer collect ratepayer funds for 

generation-related research as of January 1, 1997. Funds for 

research in support of regulated functions would remain part of 

regulated rates. 

We asked the RD&D Working Group to develop information on 

how to differentiate between competitive, regulated, and public 

interest research. We also asked the group to develop reliable 

12 In our policy decision, we used the term "public goods 
research" in describing the types of activities to be funded via 
a nortbypassable surcharge. AS recommended by the RD&D Working 
Group, we will instead use the te~ "public interest" in our 
discussion, in order to avoid confusion with regard to the strict 
ecoriomic definition of the term "public good. II 
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cost estimates for public interest RD&D costs and to discuss 

requirements for making the transition-to an independent 

administrator. 

RD&D Working Group participants reached consensus on several 

key points, which are sunmarized in Attachmellt 6. In particular, 

they agree~ On certain boundary definitions for competitive, 

regulated, and public interest RD&D that are relevant _to our 

discussion of the issues: 

Competitive RD&D activities are directed toward 
developing science or technology, the benefits of 
which can be appropriated by the private sector 
e~tity making the investment. 

Regulated RD&D activities are directed toward 
developing science or teChnology, the benefits of 
Which are related to the regulated functions of 
the entity making the investment. 

Public Interest RP&O activities are directed 
toward developing science or technology, (1) the 
benefits of which accrue to California citizens 
and (2) that are not adequately addressed by 
competitive or regulated entities. 

The Working Group stated its support for future funding of 

public interest RD&D (as defined above) via a public goods 

charge. (RD&D Working Group Report, p. 2-9). However; no 

consensus was reached on funding levels or administrative options 

for the research organization. 

Parties agree that several nonconsensus issues raised in the 

RD&D Working Group Report were addressed directly by the 

requirements of AB 1890. As for other public purpose programs, 
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AB 1890 establishes that funding for RD&D will be accomplished 

through'a nonbypassable rate component of the local distribution 
. 

service collected on the basis of usage. Funds authorized for 

collection via this nonbypassable rate component must fall within 

the rate level freeze and reduction requirements of the statute. 

AD 1890's amendments to the Pubiic Utilities Code also 

establishes the following,miriimum annual funding levels for RD&D: 

$4 million for SDG&E, $28.5 million forSCE, and $30 million for 

PG&R. (§ 381(c) (2).) The statute also states that only certain 

RD&D activities and associated funding will remain with the 

regUlated utilities, under the supervision of the Commission. 

The rest will be transferred to the CRC pursuant to 

administration and expenditure criteria to be established by the 

Legislature. (§ 381(f).) , 

The threshold controversy relates to the interpretation of 

what types of RD&D activities are to be funded by the 

nonbypassable surcharge and subject to the minimum funding levels 

established by'§ 381(c) (2). The question before us is whether 

the $62.5 miliion in electric RD&D fUilding identffied ,in 

§ 381 (c) (2) includes only funds that a"re not otherwise adequately 

provided by the competitive and regulated markets, or includes 

all electric RD&D funds for both T&D' and public interest RD&D. 

CRC, UC, NRDC, and Union of Concerned Scientists support the 

former interpretation, while PGScH, SCE, SDG&E, and ORA support 

the latter. Accordingly, there is considerable disagreement over 

how much of these funds shouid be retained by the utilities fo~ 

RD&D activities and how much should be allocated to the eKC. 
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Depending on the interpretation. there is also disagreement over 

the appropriate funding leVel for ROteD. 

The assigned ALJ requested that interested parties file 

supplemental briefs on the statutory construct.ion of § 381 with 

regard to this issue. Concurrent briefs were filed on 

November 26, 1996 by PG&R. CHC, ue, ORA, BPRI, and jointly by SCE 

and SOOteR. 

eRe and UC argue that the language of AS 1890 clearly 

supports their interpretation, i.e •• that the $62.5 million 

specified in AS 1890 does not include regulated RD&D. In their 

view, to interpret the statute otherwise would violate basic 

principles of statutory interpretation, the clear language of 

AB 1890 and. the stated intent Of the Legislature. CRe and UC 

also contend that allocating $62.5 million for public interest 

RD&D is entirely consistent with historical annual funding. (RT 

at 4979, 4983, 4992-4993.) NRDC supports this interpretation. 

(NRpc·ReplY Comments, p. 5.) 

The utilities argue that eXcluding regulated Ro&D from this 

funding would leave no electric RD&D funds available for the 

regulated market. They contend that the $62.5 million figure was 

provided by them to the Legislature, and that this figUre 

represented estimated 1996 electric RD&D budgets, including 

regulated RD&D. (RT at 4976, 4982, 4989-4992.) seE and SDG&R 

argue that the language of the statute permits this 

interpretation, and that it is consistent with statements of 

individuals that testified 6n AB 1890 before -the Legislature. _ 

ORA supports thisinterpretati.on and recorrmends allocating 25\ of 
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the RD&D funding identified in AB 1890 to the public interest 

surcharge. 

EPRI argues that whatever interpretation is adopted. the 

Commission has broad authority to define the bptlndaries of public 

interest research and should do so in an expansive manner. 

5.1 Interpretation of § 381 

Clearly, a threshold issue in this proceeding is the intent 

of the Legislature in enacting § 381. To determine that intent. 

we first turn to the language of the statute. (Delaney v. 

Superior Court (1990) ~O Cal. 3d 785, 798.) The United States 

Supreme Court stated this principle as follows: 

-(I)n interpreting a statute, (one) should always tUrn 
to one cardinal rule before all others. We have 
stated time and again that (one) must presume that the 
legislation says in statute what it means and means in 
statute what it says there." (Connecticut National 
Bank v. German (1992) 503 U.S. ?49, 253-254; l1iA 
S.Ct. 1146, 1149.) 

The California Supreme Court explains this fundamental 

principle more expansively: 

"Pursuant to established principles, our first task in 
construing a statute is to ascertain the intent of the 
Legislature so as to effectuate the purposes of the 
law. In determining such intent, a court must look 
first to the words of the statute themselves. giving to 
the language its usual. ordinary import and according 
significance, if possible, to every word, phrase and 
sentence in pursuance of the legislative purpose. A 
construction making some words surplusage is to be 
avoided. II (Dyna-Med IDe: v. Fair Employment and 
HOusing Commission (1987) 43 Cal. 3d 1379, 1386-1387, 
241 Cal. Rptr. 67, 70.) 
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with these principles in mind, we turn first to the specific 

provisions of § 381, and then to extrinsic aides, as appropriate. 

5.1.1 Statutory Language 

First, § 381(a) establishes a nonbypassable charge on local 

distribution service, collected on the basis of usage. 

Section 381 Ca) states that these funds a're not to be cOITiningi.ed 

with other utility revenues and directs each electric utility to 

identify a separate rate component for the funds. 

Second, § 3a1Cb) specifies the purposes for which the funds 

collected under the nonbypassable distribution charge estabiished 

in § 381(a) are to be used: 

-(1) Cost-effective energy efficiency and 
conservati6n actiVities. 

n(2) Publie interest research and development not 
adequately provided by competitive and 
regulated ~rkets. 

U(3) In-state operation and development of existing 
and new and emerging renewable resoUrce 
technologies .•.. " 

Third, § 381Ce) provides the specific funding levels to be 

collected under the nonbypassable distribution charge. In the 

area of RD&D, § 3el(c) directst 

uReseareh, development and demonstration 
programs to advance science or technology 
that are not adequately provided by 
competitive and regulated markets shall be 
funded at not less than the following 
levels ...... (Emphasis added.) 
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Finally. § 3al(f) discusses the transfer of certain RD&D 

funds to the CEC: 

-The Commission shall determine how to utilize funds 
for purposes of paragraphs (1) and (2) of-subdivision 
lbl. provided that only those research and development 
funds for transmission and distribution functions shall 
remain with the regulated public utilities under the 
supervision of the commission. The commission shall 
provide for the transfer of all research and 
development funds coliected for the pUrpOses of 
paragrapb (2) of SUbdivision (b) other than those for 
transmis,sion and distribution functions and funds 
collected for purposes of paragraph (3) of subdivision 
(b) to the california Energy Resources Conservation and 
Development convnission pursuant to admi.ni.stration and 
expenditure criteria ,to be established by the 
Legislature.,11 (Emphasis added.) 

Based on the plain language of the statute. we find no 

ground upon which we would be warranted in interpreting these 

prOVisions along the lines proposed by the utilities and ORA. 

The statute sets forth funding via the nonbypassable charge for 

public interest RD&D, which the statute also cleariydefines as 

excluding regulated or competitive RD&D activities. The language 

that discusses the transfer of funding to the esc also clearly 

refers back to that same definition, by referencing paragraph (2) 

of subdivision (b). Adopting the interpretation· put forth by the 

utilities would render that language superfluous, a practice to 

be avoided in statutory construction. (Delaney v. SUperior Court 

(1990) 50 Cal. 3d 785, 799; City and County of San FranciscO v. 
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Farrel (1982) 32 Cal. 3d 47, 54.) 13 f.2oreover, the utilities' 

interpretation would conflict with other provisions of the 

statute by rebundling that which the Legislature expressly stated 

it intended to unbundle: 

", . . It is the further intent of the Legislature to 
continue to funa low-income ratepayer assistance 
prOgrams, pUblic pU~Qse programS for public goOds 
research. development and demonstration, demand-side 
management and renewable electric generation 

.technologies in an unbundled manner. n (AB 1890 § ted), 
emphasis added.) 

In sum, we believe that the statutory language supports a . 

plain and common sense interpretation. The Legislature 

understood that RD&D would continue to be funded at some level 

through regulated and competitive sectors. It was concerned, 

however, that these sectors would not adequately provide for the 

public interest, Therefore, the Legislature dictated. that the 

1) SCE's and SDG&R's argument that the proviso clause 
relating to "transmission and distribution functions" coatained 
in § 381(f) supports their interpretation is an unreasonable. 
construction. (See SCE/SDG&E Brief at 5.) Where an enacting 
clause is general in its language and objects, and a proviso is 
afterward introduced, that proviso must be aconstrued strictly" 
so as to take no case out of the enacting clause which does not 
fall fairly within its terms. (San Francisco Bay conservation 
~ld Development Commission y, Emeryville (1968) 69 Cal.2d 5)3, 
543.) SCB/SDG&E'S arguments expand the proviso clause far beyond 
the scope of the enabling clauses themselves. The Supreme Court 
has made it clear that cou~ts will not sanction interpretations 
which lead to such absurdcortsequertces. (Harris v. capital Growth 
Investors XIV (1991)52 Ca1.3d 1142, 1165-1166.) 
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special nonbypassable charge it established must be used, in 

part, .to support public interest RO&D. There is no hint in the 

statutory language that the Legislature also wanted the special 

charge to support regulated RD&D. 

As the courts have repeatedly stated, when the language of a 

statute is clear and unambiguous, there is no need to beyond the 

words of the statute to extrinsic aids: 

"To do so would Violate the principle that, 'When 
statutory language is thus cl.ear and unambiguous there 
is no need for construction, and courts should not 
indulge in it.'· (Delaney y. Superior Court ~. at soo, 
quoting Solberg v. Superior Court, 19 Cal. 3d 182, 
198. ) 

Legislative history can be a legitimate guide to a statutory 

purpose obscured by ambiguity: 

n(I)n the absence of a clearly expressed legislative 
intention to the contrary, the language of the statute 
itself must ordinarily be regarded as conclusive. 

-(United States v. James (1986) 478 U,SI 597, 606.) 

Unless exceptional circumstances dictate otherwise, h[w)hen 

we find the terms of a statute unambiguous, judicial inquiry is 

complete.· (Rubin v. United States (1981) 449 U.S. 424, 430; See 

also, Graham V. State Board of Control (1995) 33 Cal. App. 4th 

253, 260.) 

Even assuming, arguendo, that the statute language is 

ambiguous-on the issue of what RD&D activities should be funded 

via the surcharge, the legislative history is not. The courts 

haVe expressly sanctioned the use .of materials such as statutory 

history, committee reports and legislative debates to provide 
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guidance on legisiative intent, where appropriate. (Perez v. 

Smith (1993) 1~ Cal. App. 4th 1595, 1598.) We dis~uss these 

extrinsic aids as further confi~tion of our interpretation. 

5.1.2 Legisla,tive History 

Prior to the establishment of the Joint senate and Assembly 

Conference Committee on Restructuring in early July 6f 1996, the 

major legislative vehicles for addressing the future of so-called 

"public goods" programs were AS i123 (introduced in 1995 by then 

Assemblyman Byron Sher) and AS 1890 (intrOduced in 1995 by 

Assemblyman'James Brulte). We present below the relevant 

legislative history of these bilis, as described in eRe's brief. 

AB 1123 (Sher) Was amended for the last time on June 10, 

1996, by its author, now se~ator ayron Sher. At that time, 

Section 3 was added to the bill providing for a -nonbypassable, 

usage-based charge on local distribution service- to fund (among 

other things) those RD&D activities concerning ~research and 

development programs for regulated transmission and distribution 

services. n (AB 1123, proposed new Public Resources Code 

§ 25450(a) (3), emphasis added.). Elsewhere. in Section 4 of the 

bill, an amendment gave this Commission authority to determine 

what RD&D ~public goods" programs could be conducted with these 

funds ·provided that these funds are nut (to be) used to pursue 

research that the competitive market is likely to provide on its 

own." (Ibid .• § 453.2(e) (3), emphasis added.). This entire bill 

died in the Senate Energy. utilities and Commerce Committee after 

a ~testimony only· hearing on June 12, 1996. Focus then shifted 
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to AB 1890, which became the omnibus bill for all electric 

industr}' restructuring legislation. 

The last amendment to AB 1890 (Brulte) prior to 

establishment of the.Joint senate-Assembly Con~erence Committee 

on Restructuring, occurred on June 19, 1996. At that time 

Section 1 of the bill was amended to provide the following: 

" ••. (It) is the intent of the Legislature that the 
fo~lo~ing policy issues shall be addressed as part of 
the ~estructuring process: .•• (d)(l) the future of 
all state-mandated policies that ate related to 
electric energy and the manner in which they will be 
continued as pait of electric industry restructuring, 
including programs dealing with ... electrical energy 
research and developmerit ..•. w (Emphasis added.) 

However, this language was completely deleted from the final 

bill, and was replaced with the Section ltd) language we refer to 

in our earlier discussion: 

nSectiOn 1.(d) It is the intent of the 
Legislature ••. to fund ... public purpose programs for 
public goods research, development and 
demonstration ... in an unbundled rnanner.~ (Emphasis 
added. ) 

The courts have made it clear that the evolution of 

legislation after its introduction can offer significant 

enlightenment regarding legislative intent. Rejection of 

specific provisions which appeared in prior versions supports the 

conclusion that the legislation which was finally enacted should 

~ be construed to include those provisions which were deleted. 

(people v. Goodloe (1995) "37 Cal. App. 4th 485, 491.) In this 
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situation, "regulated- RD&D activities were expressly embodied 

within the restructuring language contained in AB 1123 and within 

the broad language of AB 1890 which existed before the Joint 

Conference C~~ittee on Restructuring was est~blished. However. 

neither of these earlier RD&D provisions survived after the final 

language of AS 1890 was adopted. and it would be contrary to the 

Legislature's intent for us to now attempt to read such language 

back into the law. 

One other piece of legislative history confirms our reading 

of the statute. That document is the final Conference Committee 

Report on AD 1890, dated.August 26, 1996. (A complete copy is 

appended as Attachment 7.) .With regard to RD&D, the report 

specifically states the followin~: 

UThe Bill preserves California's com~itment to 
developing diverse, environmentally sensitive 
electricity resources which enhance system reliability 
by continuing support consistent with historic leVels 
for ..• public goods research. development and 
demonstration (RP&D) that would not otherwise be 
provided by (regulated and competitive) electricity 
markets ... '. 

The Public Utilities commission is authorized to 
determine how best to utilize funding for ... public 
goods RP&D directed towards transmission and 
distribution. The·California Bnergy Commission 
is ••• authorized to administer the remainder of the RD&D 
funds •..• " (Conference Committee Report, p. 5, 
emphasis added) . 

This report reinforces the plain language interpretation of 

the statute that the RD&D funds authorized in AD 1890 are for 
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"public goods n activities only, not for IIregulated- functions~ 

Consistent with that language, the Conference Committee Report 

reserves to the Commission the authority to determine how best to 

utilize funds for "public goOds RD&D directed ~owards 

transmission and distribution." All other public interest RD&D 

funds authorized by the bill are allocated to the CSC. We 

believe this allocat~on is perfectly logical. Because the 

utilities~ under our supervision, will continue to have monopoly 

responsibility for the entire T&D system, it makes sense from an 

efficiency standpoint to give them continued responsibility for 

all forms of T&D research. 

There was 'considerable debate during the oral argument over 

the specific derivation of the $62.5 million minimum funding 

level contained in § 381. When construing the purpose and intent 

of a statute, the california Supreme Court has clearly stated 

that it is of little assistance to consider the motives or 

understandings of single individuals, because such views may not 

reflect the views of other Legislators who voted for the bill. 

(FreedOm Newspapers. Inc. y. Orange County Employees Retirement 

System Board (1993) 6 Cal. 4th 821, 831.) This admOnition is 

particularly apt in this instance, where lobbyists and private 

proponents of le~islation are relying upon their own views and 

intentions in arguing for a particular interpretation of AB 1890. 

Moreover, the cle'ar language of the statute, as reinforced 

by the legislative history, renders such speculation moot. 

However, for our own consideration of the statute's impiications 

for RD&D funding, we note that the $62.5 miliion minimum level 

- 49 -



R.94-04-031, 1.94-04-032 ALJ/M~/bwg tt 

for public interest RD&D appears reasonably consistent with 

estimates of aggr~gate historical spending prior to ~ steep 

decline in 1995. This can be seen both frOm the CRC's table 

presented at oral argument (RT at 4979) as well as from the 

"traditional scope" RD&D.budget developed in the RD&D Working 

Group Report. (Appendix 111-31.) 

The utilities claim that the Legislature could not have 

intended any additional RD&o spending beyond that specified in 

the § 381 nonhypassabl'e distribution charge because to do so 

would put the utility at risk for stranded cost recovery. First 

and foremost. the clear meaning Of the statute, as described 

above, cannot be set aside by arguments that the Legislature 

cannot have meant what it said. This is true irrespective of 

whether stakeholders, or courts, agree or disagree with the 

result. As discussed abOVe, the statute does not provide for 

regulated RD&D under the nonbypassable distribution charge or 

minimum funding level provisions of § 381. Instead, AB 1890 

maintains our ability to fund regulated RD&D activities in 

precisely the same manner we would continue to fund ali "other 

regulated utility activities--through rates above and beyond the 

§ 381 nonbypassable distribution charge. 

With regard to the utilities' arguments concerning the added 

recovery risk associated with this interpretation, we note that 

the statute provides utilities with an opportunity, but not a 

guarantee to recover stranded costs. (See § 330(s).) In 
creating such an opportunity, the Legislature chose to allocate 

certain types of recOVerY risks; but not others, to the 
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utilities. For example, the statute limits the time frame for 

stranded cost recovery and the rates during the cost recovery 

period. (§§ 367, 368(a).) It also requires expenditures for 

various programs (such.as public interest RD&D) within the rate 

cap. (§ lal(a).) 

on the other hand, the statute shields utilities from 

certain risks by eXcluding specific costs from the limited 

transition cost recovery period. In particular, the statute 

excludes those costs associated with nuclear decommissioning, 

those necessary to implement direct access as well as those 

required to establish the independent system operator and the 

power exchange structure. (§§ 376, 379.) All other costs 

associated with regulated functions are subject to the rate cap 

provisions, included regulated RD&D. While the utilities might 

prefer a different allocation of risk, we cannot construe the 

statute to mean other than what it plainly says. 

At the same time, we clearly did not anticipate these" 

statutory minimum funding requirements for public interest RD&D 

when we authorized the overall RD&D funding levels.currently in 

rates. There are three methods by which utilities can ensure 

that sufficient funds will be available to perform their 

regUlated RD&D projects now and in the future. First,utilities 

always have the option to expend funds for regulated RD&D which 

are currently budgeted for other purposes. If utility maJ'lagement 

believes it is in the interest of the company to continue to' 

perform RD&D projects, especially in light of their public 

utility Obligations for syst~m safety and reliability, then 
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utility management has the incentive to fund such cost-effective 

RD&D. Indeed, the definitional difference between "regulated~ 

and "public intelLest- RDSeD implies tha.t the former expenditures 

would be in the self interest· of utilities given their regulated 

responsibilities. On the other hand, AB 1890 does not preclude 

us from increasing funding authorizations for regulated RD&D, as 

long as rates remain within the limits established by the 

statute. Thus as a second option, we will let the utilities 
. . 

decide whether they wish to file the appropriate application, 

since they are best si~uated to assess the tradeoff between 

additional authorizations for regulated RD&D Versus additional 

funds for the recovery of transition costs. 14 

Accordingly, within 90 days from the effective dat~ of this 

decision, PG&E, SCE, or SDGSe& may file an application to increase 

1998 authorized revenue requirements to cover the reasonable 

costs of regulated RD&D. We expect any such requests to reflect 

a realistic expectation of the utilities' involvement in 

regulated RD&D activities in the future under restructuring. In 

reviewing any such request, we will also consider the historical 

funding leVels for regulated RD&D, as apprOpriate. 

14 This tradeoff arises because of the positive gap between 
currently authorized revenue requirements and the collected 
revenues resulting from the rate freeze provisions of the 
statute. Clearly, any increa~ein authorized revenue 
requirements will leave lessot that gap available to the 
utilities for potential recovery of transition costs. 
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We will also suggest another opportunity for utilities to 

gain funding for what is currently considered to be ~regulated· 

RD&D. AB 1890 provides that the eRe is to decide how to allocate 

public interest RD&D funds, subject to Legisla~ive.input on 

administrative and expenditure criteria. At this point, nothing 

precludes the eRe from determining that certain RD&D efforts 

should more properly be considered "public interest" than 

uregulated.- We believe that the utilities may legitimately 

argue before the eRe that electric restructuring has changed the 

character of some previously monopoly T&D functions to common 

carrier functions. Therefore, certain RD&D efforts related to 

T&D may provide benefits to the broader pub~ic above and beyond 

the private benefits t~ the utility, for example, research which 

improves system reliability. If the eRe, subject to Legislative 

direction, decides that utility T&D RD&D functions are in fact 

public interest functions, the eRe may provide funding to 

utilities for such functions out Of the funds allocated to the 

eRe for RD&D under its jurisdiction. IS We believe that the eRe 

should seriously consider utility requests for funding for 

reliability-related T&D research within the public interest 

classification. Reliability is a paramount concern of both this 

commission and the Legislature as we move ahead with 

15 if such funding is considered, we must coordinate 
closely with theCEC to prevent utilities from both receiving CRe 
public interest funds and receiving reVenue requirement increases 
for the same RD&D projects. 
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restl~cturing the electricity industry. Although this Commission 

will no' longer control t"he funds at issue in this decision, we 

are confident that our sister agency shares our concerns about 

reliability and will allocate sufficient publ~c interest funds 

for reliability-related RD&D in order to ensure the future 

integrity of the system. As there is no record in this 

proceeding to show the levels of T&D ROW funding necessary to 

retain and improve reliabili.ty, we cannot allocate public 

interest funds for this purpose. We defer to the eRe to make the 

proper allocations. This process is consistent with AS 1890's 

guidance that public interest T&D RD&D funds remain with the 

utility. 

5.2 Funding Levels and Allocation to eRC 

Given the statutory interpretation set forth above, there is 

general agreement that initial public interes~ RD&D funding 

should be set equal to the minimum funding requirements under 

§ 381(c) (2). The plain language of the statute identifies these 

levels as minimums, not as absolute ceilings, as ORA and other 

parties would prefer. We will adopt the minimum.levels as our 

initial annual fUnding authoriiation, i.e., $4 mil1io~ for SDG&B, 

$28.5 million for SCB, and $30 million for PG&B. We are not 

precluded from considering future increases to this funding level 

based on actual unmet need for public interest RD&D and other 

considerations, as appropriate. 

OUr next task is to identify the appropriate funding split 

between public interest RD&D that is T&D related and that which 

is non-TID related, as required by the statute. That split will 
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dictate the level of funds to be transferred to the CEC, pursuant 

to § 381(f). It will also determine the level of funding that 

each utility should retain for T&D-related public interest RD&D, 

which should continue to be accounted for in a. separate utility 

balancing account. These funds should not be commingled with 

funding for regulated functions (such as regulated RD&D) that are 

subject to performance-based ratemaking. 

The utilities estimate expenditures of $700,000 for T&D 

related public interest RD&D for 1996. For the 1992 through 1995 

time period, the utilities estimate an aIlllual average of abbut $1 

million for these activities. (RT at 4976.) For' the same time 

period, the eEC estimates a lower combined annual average ot 

$450,000; however, the eRC includes only electromagnetic field 

projects in this category. (RT at- 4979.) The eEe indicates 

that its estimates closely approximate the utilities' estimates 

for the same activities. (eRC Brief p. 14.) ue states that it 

would be willing to stipulate to the utility allocation of less 

than $1 million for public interest RD&D directed towards T&D 

activities. cue Brief, p. 17.) 

Due to the relatively close range of the parties' estimates, 

and their apparent wiliingness to agree to funding levels within 

that range, we believe it is reasonable to adopt the utilities' 

1996 estimate of $700,000 for annual T&o-related public interest 

RD&D expenditures. We will authorize the utilities' breakdown of 

this amount as follows: $300,000 for PG&B, $300,600 for SCE, and 

$100,000 for SDG&E. 
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The remaining $61.8 million of the public interest funds 

should oe allocated to the CEC for non-T&D related p~blic 

interest RD&D. By util.ity, the minimum annual funding levels 

should be: $29.7 million for PG&E, $28.i million for SeE, and 

$3.9 million for SDG&E. 

5.3 RD&D Administration and Coordination 

Section 3al(f) specifies that the CRC will administer nort­

T&D related public interest RD&D programs pursuant to 

"administration and expenditure criteria to be established by the 

Legislature. ft The RD&D Working Group did not reach consensus on 

these issues. Some parties propose that we support a particular 

administl."ative appr'oach for public interest RD&D in this 

decision. For eXample, PG&E and SDG&E support an approach that 

envisions the eRe as primarily a contract manager, whereas UC 

supports a joint powers authority model consisting of the CRC, 

this Conmission and UC. 

With regard to expenditure criteria, ORA recommends that we 

further delineate the scope of eligible RD&D activities to 

exclude commercialization projects and include advanced self­

generation from nonrenewables. UC prefers that any 

commercialization activities be of limited scale and for 

technologies already being addressed by the RD&D program. 

Neither position represents a consensus among stakeholders. 

We believe that the most constructive input from us at this 

time is ~o officially transmit the RD&D Working Group Report to 

the eRC and the Legislature for their consideration. In 

particular, we recommend that the consensus recommendations of 
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the Working Group, as summarized in Attachment 6, serve as the 

basis for the Legislature's further development of criteria. We 

note that the CEC has initiated a public interest RD&D planning 

process that seeks input from a wide range of parties concerning 

the various ways to efficiently administer public interest RD&D. 

Ne expect that parties' views on this and other nonconsensus 

issues will be well aired and debated in that forum. 

As discussed aboVe, public interest RD&D activities related 

to T&D functions remain under our ~versight. Hence, both this 

Commission and the CRC will have a continuing role in developing 

administrative and expenditure criteria for public interest RD&D. 

In addition, because of the close linkages between RD&D, 

commercialization and energy efficiency prOgrams, coordination in 

developing administrative and expenditure criteria will be 

crucial to ensure successful adoption of technologies and 

practices resulting from RD&D activities. We are confident that 

the CEC will acknowledge the need for ongoing coordination as it 

develops recommendations of administration and evaluation 

criteria for the Legislature. To this end, the staffs of both 

agencies are currently assisting in the development of a MOU on 

coordination of RD&D and other public purpose program efforts. 

We continue to support these efforts to ensure that there is 

efficient and effective implementation of public purpose programs 

for California ratepayers. 
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6.0 Low-Income Assjstance Programs 

We' currently implement two types of assistance to low-income 

residents: rate assistance and energy efficiency services. Rate 

assistance is provided consistent with §§-739.1 and 739.2 under 

the California Alternate Rates for Energy (CARR) prOgram. 16 

Under this program, eligible low-income households and group 

living facilities receive a discounted rate for their electric 

and gas consumption. Specifically, eligible customers receive a 

15\ discount on Volumetric gas, electric, and monthly customer 

charges. CARE parallels the existing Universal Lifeline 

Telephone Service (ULTS) prOgram, using the same income 

guidelines of approximately 150\ of the federal pOVerty levels, 

Updated annually. Costs associated with the rate discount are 

currently collected as a cents-per-kWh component of rates. For 
electric low-income assistance programs, these costs were 

approximately $106.9 million in 1996. 17 

The investor-owned utilities also provide income-eligible 

households with no-cost weatherization and other energy 

efficiency services. These services, inciuding energy education, 

have traditionally been funded as part of utility demand-side 

management programs, consistent with the provisions of PU Code 

16 In January 1995, the name of the low-income rate 
assistance (LIRA) pr,ogram was changed to California Alternate 
Rates for Energy (CARE). Throughout this discussion, the rate 
assistance program will be referred to as CARB. 

17 Low Income Working Group Report, Table 111-8, page 
111-11 and Table Itl-5, page 111-9. 
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§ 2790. They are currently administered by the utilities but 

generally implemented by a variety of community-based 

organizations or through competitive bidding.· 

In our.policy decision. we detevmined th~t utilities should 

continue to administer low-income assistance programs in the near 

tenm, but noted the appeal of moving the administration of these 

programs outside of the utilities. We indicated our preference 

for a statewide surcharge to' fund these activities, but 

recOgnized that some transition period might be necessary to 

reach this goai. We supported establishment of a separate charge 

specifically for funding low-income assistance programs. We 

expressed the desire to see a more detailed analysis of the need 

': tor low- income efficiency services 'before deciding whe'ther the 

amount of iunds coilected for these services should be capped or 

uncapped. (0.95-12-063, ,as modified by D.96-01-009. mimeo. pp. 

164-168.) 

We asked the Low-Income Working Group for additional 

information on the necessary level of funding and on developing 

the details of administering these funds. The Working Group did 

not reach consensus on most issues, although there was clear 

agreement on the need to continue both the CARE rate discount and 

the energy efficiency programs for low-income customers. The 

report presents several administrative options fQr our 

consideration, as discussed further below. For any alternative 

chosen, the Working Group recommends us~ng an income eligibility 

guideline set at 150\ of the federal poverty level for 
, . 

enrollment, and a unifonm process to determine'initial 
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eligibility of applicants and to re-certify participants. The 

Working'Group Report discusses low-income consumer protection 

issues and principles, but there was no consensus on the need for 

a prOgram specific for low-income customers. 

Section 382 provides that -(p)rograms provided to low-income 

electricity customers, including, but not limited to, targeted 

energy efficiency services and the California Alternative (sic) 

Rates for Bnergy Program shall be funded at not less than 1996 

authorized levels based on an assessment of customer need." The 

statute also establishes that this funding will be collected as a 

nonbyPassable rate component of local distribution service 

collected on the basis of usage. 

·In teday's decision, we provide policy direction on the 

administration and funding of these low-income services in a 

restructured industry environment. As discussed further below, 

several implementation issues still need to be addressed in this 

proceeding and in our pending rulernaking on low-income rate 

assistance, R.94-12-001. 

6.1 Administratjye Options 

The Low-Income Working Group presented specific 

administrative options for the low-income programs; some of them 

addressed both CARE and low-income efficiency services. while 

others addressed only one of the programs. Below, we briefly 

describe the alternatives presented for our consideration. 

The Department of community services ana Development (CSD) 

proposes to provide central, statewide administration of funding 

collected for low-income rate assistance and energy efficiency 
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and education activities. CSD is a department within 

California's Health and Welfare Agency that currently administers 

certain federally funded weatherization prOgrams and maintains a 

network of energy efficiency service p~oviders. statewide. CSD 

also provides income eligibility and verification services to 

utilities. CSD believes that its experience delivering these 

programs and ability to leverage funds makes it uniquely 

qualified to administer low-income assistance programs statewide. 

By interagency agreement, the Commission would retain policy 

oversight and budget approval authority. CSD would administer 

and implement prOgrams subject to that oversight. CSD would be 

responsible for marketing the availability of CARE, serving as a 

clearinghouse for all customer applications for CARE and 

performing income eligibility and verification, consistent with 

commission policies. CSD would issue RFPs to select qualified 

organizations to deliver low-income efficiency serVices. CSD's 

proposal is supported by the Association of Southern California 

Environmental and Energy Programs. 

BMG recommends an administrative structure that adds a ~Low 

Income Bnergy Bfficiency Council- to its Ratepayer Responsible 

Board proposal described in Section 4.1.8. BMG proposes that 

budgeting authority over the collected low-income funds be 

transferred incrementally to the Council, so that full 

responsibility begins in 2000. EMG's proposal focuses on low­

income efficiency services rather than CARE, but identifies an 

approach to provide discounts to eligible households that have 

not applied for the CARE discoun~. 
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SBSCO/RESCUE recommend that low-income programs be 

implemented by independent administrators under a similar 

approach proposed by ORA for energy efficiency programs. They 

propose a governing board made up of: public Of.ficials to address 

policy matters regarding the use of low-income surcharge funds. 

A low-income advisory committee would support the gover~ing 

board1s efforts. Independent administrators would be selected 

through a competitive RFP process. This option would preclude 

the utility distribution companies from serving as the 

administrators. The eRe and TURN support variations on this 

model. 

Latino Issues Forum and the Greenlining Institute propose an 

administrative structure for CARE that is based on the ULTS -

model. Under this approach, surcharge funds would be 

administered by a nonprofit administrative committee whose 

officers would be appointed by the commission in consultation 

with low-income and minority groups. Initially, utility 

distribution companies would be both the collectors of the 

-surcharges and providers of CARR services, as well as retaining 

the responsibility for outreach. Over time, other providers 

would be eligible to apply to the CARE trust to provide these 

services, comparable to the ULTS model. 

PG&E, SDG&E1 and Edison propose a model that would retain 

utility administration of low-income programs. Under this model, 

a statewide low-income board would review proposed utility 

prOgram plans for conformance with Commission policies. The 

board would have voting (the Commission, utilities, and regional 
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low-income representatives) and nonvoting membership. The 

utilities would be responsible for ve.rifying eligible customers. 

implementing commission-authorized activities within their 

service territories, and overseeing third-party providers. The 

board would rely on a technical advisory coiNnittee for advice and 

recommendations regarding program plans and program design 

issues. 

6.2 Discussjon 

As in the past, our goal is to provide low-income ratepayers 

with assistance in managing their energy bills. CUrrently, the 

two elements of low-income assistance programs, CARR rate 

discounts and energy efficiency services, are generally operated 

independently of one another within the utilities. Low-income 

customers requesting applications to qualify for CARR discounts 

are not Uniformly given information on low-income energy 

efficiency services, and vice Versa. 

We believe that an administrative structure which integrates 

the provisiofl of CARR and iow-income efficiency· services, 

including education. will best meet our objectives. In this way, 

eligible customers receive rate assistance for their basic energy 

requirements along with the information, .education, and referrals 

to energy efficiency service providers to help them manage their 

energy bills. 

In ~reating this integrated approach, we must look to the 

future when energy sorvices will be available to low~income 

customers from non-utility providers. In that environment, it 

witl ~e important to ensure that low-income customers have 

- 63 -



R.94-04-031, 1.94-04-032 ALJ/MEG/bwg tt 

unifollm access to rate assistance and low-income efficiency 

service"s irrespective of who provides energy sel~vices oi.' who 

bills for those services in the future. 

To this end, we favor a structure that m?ves away from 

utility administration of low-income programs over time. 

Requiring the utility to determine eligibility for rate 

assistance and low-income efficiency programs makes far less 

sense in a restructured industry. For example, why should a low­

income customer that elects service from a Orton-utility provider 

be required t6 seek an appiication for rate assistance and 

el.igibility approval from the utility? Moreover, as ""'e discussed 

in Section 4.2 above, the utilities are more motivated than ever 

to increase sales and customers, rather than encourage reductions 

in energy use. For these reasons, we will not retain the current 

administrative structure except during the necessary transition 

to OUr preferred approach. 

Our preferred approach draws on the administratiVe options 

described above, but does not mirror any specific option. Like 

the SESCO/RESCUR proposal, we will select a Governing Board to 

oversee the administrative process. As discussed in Section 4.2 

above, we believe that EMG1s proposed system of locally eiected 

boards is without clear advantages to meeting our stated 

Objectives. We envision the Governing Board consisting of up to 

seven members, including two representatives from this 

Commission, and up to five members of the public. We will 

designate one member as acting chairperson for an interim period. 

Board members should have experience in the development of 
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policies or in the provision of services to low-income people, in 

particular the provision of energy efficiency and educational 

services to eligible low income energy customers. Within 30 days 

from the effective date of this decision, inte~ested parties 

should submit nominations for the public representatives, to be 

appointed to the Governing Board; with a discussion of their 

qualifications. We will make a selection of Board 

representatives w1thin 45 days thereafter. 

Given the different goals of energy efficiency and low­

incOme assistance, we agree with CEC and others that CARE and 

low-income energy efficiency services should be administered 

separately trom, but in close coordination with, the e"nergy 

efficiency programs discussed in Section 4.0. The Boards of both 

administrative structures should develop appropriate coordination 

procedures. While the Governing Board has been given much 

responsibilities, and we do not intend to micromanage its 

activities, the Governing Board will be subject to commission 

jurisdiction and oversight as described in Section 4.2.1 above. 

The Governing Board will issue an RFP, subject to our 

approval, to hire an Administrator in a competitive bidding 

process. Board members may hire a consultant to draft the RFP 

under their direction. Board members wi"!l be reimbursed for 

expenses and paid a reasonable per diem, but no salaries. The 

utilities will front these RFP development costs and be 

reimbursed from surcharge funds, including interest. 

The Administrator ~ill be responsible for (1) collecting and 

disbursing CARE funds, (2) verifying customer eligibility. and 
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(3) making energy efficiency and education services available to 

eligible customers. The RFP will include guidelines for 

allocation and accounting of money in the fund for low-income 

rate assistance and ene~gy efficiency services, including 

education. The RFP will also specify how administrative 

performance shall be monitored and evaluated. It will specify 

the process by which the contract can be amended and a method for 

settling disputes between the Administrator and the Board. 

As part of the RFP development p'rocess, we intend that the 

Board propose appropriate modifications to our existing DSM rules 

with respect to low-income energy efficiency programs, sUbject to 

our approval. The RFP itself must be based on the revised rules. 

As in-the ULTS program, there will need to be a method for 

tracking and forecasting incoming CARE surcharge amounts and 

dispersing funds to energy service providers. The Administrator 

will also be responsible for processing applic~tions for CARB 

discounts, verifying customer eligibility based on Commission 

guidelines, and maintaining an eligibility database. iS Having a 

central certification process will allow customers to switch to a 

new energy provider without submitting a new application. The 

18 We are currently reviewing income eligibility guidelines 
and the issue of self-certification for both energy and telephone 
low-income rate assistance in R.94-12-00i. (See Order Instituting 
Rulemaking, dated December 7, 1994.) In establishing customer 
eligibility for_CARE and low-income energy efficiency services, 
the Administrator should incorporate our determinations 'in that 
rulernaking. In the meantime, we will continue to utilize current 
eligibility guidelines and criteria. 
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Administrator may elect to perform these functions itself, or 

contract them out via competitive bid. However, these functions 

should be performed on a centralized, statewide basis. 

When a low-income customer requests servi~e from an energy 

provider. the customer should receive both a rate assistance 

application f01lm (to be submitted to the Administrator) and a 

standard packet of information that discusses services available 

to low-income customers (e.g., energy education and efficiency 

Services). The Administrator is responsible for developing.the 

standard packet as well as administering program funds to ensure 

that those services are available in the customer's vicinity. 

There are several options for making energy efficiency (including 

education) services available, such as contracting to energy 

service companies, community-based organizations and education 

specialists directly or developing a referral service with lists 

of qualified providers and specialists by geographic area. We 

will leave the consideration of these and other options to the 

RFP development process. However, all funds disbursed by the 

Administrator for low income energy efficiency or education 

services should be allocated by competitive procurement. 

Subject to our approval, the Governing Board will establish 

voting and conflict of interest rules, staffing and other 

operating requirements. We expect the Governing Board's 

oversight role to require only minimal staff, once the RFP is 

developed and the Administrator is establiShed. The Governing 

Board will also specify what services might be made availabie by 

the Commission or by other state agencies. The Soard will 
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appoint a Low-Income Advisory Committee. We expect participation 

in advisory committee activities to be as open as possible, and 

public participation should be encouraged. 

As in the case of energy efficiency prog~ams. we do not 

preclude any investor-owned utility from responding to the RFP 

for an Administrator or from competing to win contracts for 
energy efficiency (inclUding education) services. However, the 

Governing Board will need to establish appropriate safeguards 

regarding potential conflicts of interest, market power abuse, 

and self-dealing for all potential bidders, including any 

reguiated utility that submits a bid. 

Consistent with our policy decision, we will treat gas and 

electric utilities consistently "to ensure that low-income 

residents receive comprehensive assistance in managing their 

electric use." (D.95-12-063, as modified by D.96-01-Q09, mimeo., 

p. 164 footnote 68.) Accordingly, once the transition to our new 

structure has been completed, the functions and responsibilities 

for the GOVerning Board and Administrator will apply to both gas 

and electric low-income assistance programs, including those 

currently administered by SoCal. As discussed in Section 4.2 

above, we recognize that gas utilities do not currently have a 

nonbypassable surcharge available to them in order to collect 

funding for these activities. We will allow the gas utilities to 

continue to operate their own low-income rate assistance programs 

with the option to transfer funding .to the Board, and ultimately 

to the selected administrator, as we explore development of a gas 

surcharge. If gas utilities choose not to transfer furtdlngf6r 
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these programs. the gas utility should work with the selected 

administrator to ensure coordination of delivery of services. 

Consideration of gas surcharge issues will be part of the Energy 

Division Workshops described in Section 8.0 be~ow. 

OUr goal is to select a Governing Board as soon as possible 

and address key implementation issues during the remainder of 

1991 so' that the Administrator can be selected by January 1, 

1998. Between now and fuil operation of the new administrative 

structure, we will continue to vest responsibility for low-income 

assistance programs with the utilities. 

6.3 Program Design Options 

The Low-Income Working Group Report described several 

program design options for the low-income assistance programs. 

For CARE programs, Working Group members discussed fixed 

percentage discount options that would apply the discount to 

transportation (or transmission and distribution) charges only, 

to the fixed charges only, or to the entire bill. They also 

described the possibility of changing to fixed dollar discounts, 

a ULTS or lifeline rates model, energy stamps, a sliding scale 

discount based on income and aggregating a~l low-income customers 

so that one entity could bid to provide services to them. 

The Working Group also presented several broad approaches 

for dete~ining the nature and mix for installing energy 

efficiency measures and making repairs in low-income residences. 

They also discussed guiding principles, evaluation criteria, and 

design proposals for education services. However, the Working 

Group did not have enough time to address the funding impact and 
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cross-subsidization effects of alternative program designs, the 

relative equity (among low-income cust~~ers) afforded by the 

different options, as well as other issue.s they identified as 

important in considering program design optio~s. 

Further consideration of program design options for CARE and 

low-income energy efficiency services, inclUding .education, 

should also be undertaken by the new Governing Board, with 

assistance from the Low-Income Advisory Committee. During the 

implementation phase, we will establish an appropriate schedule 

for the ~overning Board's review of options and reporting 

requirements to this commission. 

The Working Group Report also outlines low-income consumer 

protection principles and presents nonc6nsensus recoomendations 

on how to best protect low-income customers from potential market 

abuses. We note that this section of the report mirrors the 

discussion presented for our consideration in the Direct Access 

Working Group Report on Consumer Protection and Educatjon, filed 

on October 30, 1996 in this proceeding. Initial coirments on this 

report were filed Noverr~er 26 with replY comments filed on 

December 11, 1996. Consistent with our updated Roadmap decision, 

all interested parties will have additional opportunity to file 

comments on suggested rules for consumer protection and education 

prOgrams as part of direct access implementation. (D.96-12~088, 

pp. 18-19.) We will address all consumer protection issues in 

that forum. 

- 70 -



R.94-04-031, 1.94-04-032 ALJ/MEG/bwg •• 

6.4 Funding Levels and Needs Assessment 

As' we have discussed in early sections, the prov~sions of 

AB 1890 establish funding minimums, rather than limits, for 

funding public purpose prOgrams. In the case ~f low-income 

programs, § 382 states that funding should be established at nnot 

less than 1996 authorized levels based on an assessment of 

customer need. II 
. 

At issue is whether 1996 authorized levels are sufficient at 

this time to meet current customer needs for low-income 

assistance programs. We agree with the Greenlining Institute, 

Latino Issues Forum, and others that they are SUfficient for now. 

On average, only 58\ of income eligible households participated 

jn the CARE program in 1996. The saturation rate for basic low­

income weatherization programs averaged 56\ in 1996. (Working 

Group Report, pp. 1-5 to 1-9.) While Working Group members 

generally agree that these statistics do not reflect the 

penetration potential of these prOgrams, most of them also agree 

that there is no need for additional needs analysis in the short­

term. 

Accordingly, we will initially set 1998 funding at 1996 

levels while the new administrative structure is being developed. 

For CARE, funding levels will vary depending on the number Of 

cust6mers receiving the discount, the level of the discount and 

other programmatic factors. We will not at this time impose a 

specific cap on CARB funding. Any such increased costs 

associated with the program will be collected through the 

surcharge, subject to the rate limits imposed by AB 1890. We 
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note that AB 1890 provides for potential offsets to CARE costs, 

i.e., ftom penalties collected pursuant to Section 364(c). 

However, the more data obtained about the need for low-income 

assistance and how programs provide value to low-income 

households, the better future programs will becOme. The new 

Governing Board, with input from the Low-Income Advisory 

Committee, should design. and undertake a needs analysis as part 

of its program development and evaluation functions. We will 

discuss the schedule and scope for such efforts during the 

transition. 

7 . () REmewables 

The Renewables Working Group Report presented comprehensive 

program proposals for implementing our renewables policy. Five 

of the proposals presented strategies for implementing a program· 

based on a minimum renewables purchase requirement, which was the 

approach recommended in our policy decision. One of the 

proposals addressed a surcharge-funded program that distributes 

renewable production credits on the basis of corr~etitive bidding. 

AB 1890 resolved some key issues in this area and directed 

the CRC to prepare a follow-up report for the Legislature by 

March 31, 1997, addressing other concerns specified in the 

legislation. (§ 383(b).) In particular, the statute calls for a 

nonbypassable surcharge-based funding approach, similar to the 

other public purpose areas, specifies minimum funding levels, 

and directs that those funds shall be transferred to the eBC. 

(§ 383(a).) Among other things, the eRC is to submit 
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recommendations to the Legislature regarding market-based 

mechanisms to allocate available renewables funds. 

Section 381(c) (3) provides an aggregated level of funding 

for renewables of $540 million OVer the 1998-2~01 period. The 

statute establishes a minimum of.$109.5 million in annual funding 

for the years 1999-2000 (SDG&E--$12 million, SCB--$49.5 miliion, 

and PG&B--$48 million) and $136.5 million for 2001 (SOO&8--$12 

miilion, SCR--$76.5 million, and PG&B--$48 million). An 

additional amount, not to exceed $75 million, is to be allocated 

from funds collected bya three-month extension of the 

competition transition charge. (See § 381(d». 

ORA argues that the commission should bar utilities from 

owning incremental generation for arty application without prior 

Commission approval and from receiving renewables surcharge funds 

for eXisting renewables'projects or power purchase contracts. 

ORA also proposes that the commission promptly adopt specific 

definitions for terms such as nrenewables,n ndirect access 

transactions,n "distributed generation,R and "self generation." 

We agree with ORA that policies in the renewables area 

should be consistent with the market structure policies we have 

adopted, and continue to refine, in our electric industry 

restructuring proceeding. However, we prefer to address overlap 

issues regarding renewables and market structure through close 

coordination with the esc and the Legislature, rather than by 

issuing orders at this juncture. Similarly, we pian to work 

closely with the esc in developing definitions that appropriately 

delineate the scope of various surcharge activities, rather than 
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adopt specific definitions at this time. We may revisit these 

issues, -as appropriate, in the future. 

In the meantime, we will otficialiy transmit the Renewables 

Working Group Report to the eRe and Legislature for their 

consideration. It contains valuable work and a diversity of 

points of view which should'facilitate the development of market 

mechanisms to promote renewable energy. 

_With regard to funding levels, ORA proposes to set the 

Renewables surchArge level at $135 million per year for 1998 and 

1999, which ORA argues would Stipport. a policy of cost 

minimization. (ORAls Opening cOmments, p. 46.) The Union of 

Concerned Scientists argues that the fundtng levels in AB 1890 

will not be SUfficient to maintain the present aggregated level 

o~ non-hydro renewables in California. (Oral Argument statement, 

pp. 3-4.) 

Nothing in AS 1890 preVents Us from providing for funding 

for renewables above the mandatory minimum funding lev~ls 

provided for in § 383(c) (3). At this time, we will establish 

funding levels at the minimums established by the statute. 

However, as CBBRT, EDF, and others point out, additional 

inVestment in renewables resources may be required to mitigate 

any significant environmental effects of restructuring and to 

preserve the current levels of resource diversity. Accordingly, 

we may need re'visit today I s adopted funding levels, after the 

Legislaturels consideration of prOgram options and implementation 

mechanisms, and once the program is underway. 
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8.0 Application of Public Goods Surcharge 
To. Gas CUstomers and Other DesigD IssUes 

Most parties take the position that the nonbypassable charge 

for public purpose programs should be levied on both retail 
. 

electricity and gas customers connected to 'the distribution 

grids. A s~rcharge on gas customers is not supported by SoCal. 

socal argues that the~as industry has already eXperienced 

restructuring for over 'iour years and public purpose programs for 

gas customers are successfully continuing in their present forms. 

Thus, in SoCal's view, there is no demonstrated need for change. 

We believe that the need for comparable treatment of 

electricity and gas consumption overrides SoCal's arguments for 

differing treatment of gas and electric public purpose programs. 

A broader surcharge scope would mitigate concerns regarding 

cross-subsidies and promote a level playing field between 

electricity and gas suppliers in a competitive market. 

As discussed above, we have already directed that SoCal 

transfer current funding for demand-side management to the new 

administrator so that gas and electric market transformation 

activities can be coordinated under one structure. Similarly, 

SOCal will need to transfer current funding for low-income gas 

assistance programs to the new administrative structures for 

those programs, once we complete the transition described in 

Section 6.0. 

We intend to establish a gas surcharge mechanism that will 

apply to all public purpose areas and ultimately to all gas 
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customers. To this end. our Energy Division will hold workshops 

to address implementation issues, including thE:! following: 19 

(1) . How can the Commission enSure that the costs 
of these programs are borne equitably by 
natural gas customers regardless of their 
natural gas provider? 

(2) Which class of customers should bear the cost 
for these programs? 

(3) What funding level should be established? 

(4) What further Legislative action is needed to 
implement these changes? 

By April 1, 1997, -the Energy Division should file a report 

on these and other implementation issues and serve its report on 

the Special Public Purpose service list. The report shoUld 

include a summalY of consensus and nonconsensus positions, and 

present specific Energy Division recommendations for Commission 

and Legislative action. The-assigned ALJ will soiicit further 

comment from interested parties before making final 

recommendations to the Commission and the Legislature. 

In the Working Group reports and comments, seVeral parties 

expressed positions on how the public goods surcharge should be 

identified on the customers' bill and allocated to customer 

groups, as well as who should be exempt from those charges. We 

19 We note that sa 678 (Stats 1996, Chapter 285) 
specifically requires a report to the Legislature on these issues 
for low-income public pOlicy programs. This report is due by 
June 1, 1997. 
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agree with ORA that such details regarding the structure and. 

collection of the public goods surcharge should be deferred and 

coordinated with CTC collection and other revenue allocation/rate 

design issues associated with restructuring. ~s we move forward 

with implementation, we will direct these issues to the 

appropriate procedural forum in this proceeding. 

9.0 Transition and ImPlementation Issues 

By today's order, we begin the transition to a new 

administrative framework for public purpose programs. To 

facilitate the next steps taken by the Legislature in these 

program areas, our Executive Director shall transmit the RD&D and' 

Renewables W~rking Group reports to. the eRC and Legislature as 

soon as practicable. We have already begun discussions with the 

eRC concerning a coordination MOU, and will continue these 

efforts th~oughout the transition. 

Our first implementation task is to select Board members for 

the new administr~tive structures described in Sections 4.2 and 

6.2. Within 30 days from the effective date of this decision, 

interested parties shoUld submit nominations for the public 

representatives to the energy efficiency Independent Board and 

the low-income assistance Governing Board, with a discussion of 

their qualifications. We encourage parties to meet infoDmally to 

discuss potential candidates and reach consensus on nominees if 

possible. We will select the Board members shortly thereafter 

and establish a schedule for the approval and issuance of the 

RFPs and selection Of administrators. 
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By April I, 1997, the Energy Division will submit its report 

on implementation issues related to a gas surcharge mechanism 

that will apply to all public purpose areas and, ultimately, to 

all gas customers. Consistent with the proVi~ions of sa 678 

(Stats 1996, Chapter 285), we intend to submit a report to the 

Legislature on these issues for low-income public policy programs 

by June 1, 1997. 

As discussed in Section 5.2, regulated RO&D will be funded 

through rates above and beyond the § 381 nonbypassable 

distribution charge. Within 90 days from the effective date of 

this decision, PG&E, SCE, and SoG&B may file an application to 

increase currently authorized revenue requirements ~o cOVer 

reasonable costs of regulated RO&D, as long .as rate~; remcHn 

within the limits established'by AS 1890. 

Within 1iO days from the effective date of this 

decision, PG&E; SDG&B, and SoCal shall identify the 1996 

authorized funding levels for gas demand-side management and for 

gas and electric low-income assistance programs, by program 

category, to be transferred to the new energy efficiency and low­

income program administrators.' This information shall be filed 

at the Commission's Docket Office and served on all appearances 

and the state service list on the Special Public Purpose Service 

List in this proceeding, and on all appearances and the state 

service list in R.91-08-001/I.91-08-002. 

As discussed in Section 6.2, We will also explore design 

options for the low-income assistance programs. To this end t the 

GoVerning Board (with assistance from our Energy Division, if 
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necessary) will hold workshops and file a workshop report on CARE 

program'design no later than September 1, 1997. The workshop 

report should be served on all appearances and the state service 

list on the Special Public Purpose Service Lis~ in this 

proceeding. During 1997, we will establish an appropriate 

schedule for the Governing Board's review of design options for 

low-income energy efficiency programs and appropriate reporting 

requirements to this Commission. We will also need to address 

the schedule and scope for the needs analysis discussed in 

Section 6.". 
During the transition to our new administrative structures, 

it will be important to maintain public purpose program funding 

and related activities until the new structures are fully 

operational. As discussed in today's deGision, we will retain 

the current utility administrative structure for energy 

efficiency and low- income programs during this tOransition, 

° thereby utilizing the utilities' experience and expertise in the 

interim. However, there wil~ need to be ongoing exchange of 

infoDmation and.a smooth transfer of fUnctions and assets during 

this transitional period. The energy efficiency and low-income 

boards shoUld separately report to the COITi!lission by JUly 1, 1997 

on the status of the development of the administrative structures 

described in this decision. Specifically, they should each 

report whether they believe the ir respective structures wIll be 

operational by our goal of January 1, 1998. If either of the 

Boards report that additional time is required, in order to 

reduce utility program planning uncertainty, the commission will 
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act to fOl~ally extend the current stl~cture for a fixed period 

of time. 

We will also need to establish fund transfer mechanisms for 

RD&D and renewables activities that will facijitate the start up 

of eRe functions on a timely basis. As discussed in this 

decision, we will need to establish an appropriate procedural 

forum for reassessing the initial funding levels for energy 

efficiency, RD&D and renewables, as appropriate. For 

illustrative pUl~oses, in 1998, tunding associated with public 

purpose programs will total approximately $506 million, based on 

the funding level set forth in AB 1890 and estimates of 1996 

funding levels for low-income programs. This represents 

appro~imately 3.1\ of the combined 1996 authorized electric 

revenue requirements for the 3 electric utilities. These funding 

levels will be utilized in the unbundling proceeding 

(A.96-12-009,et. all to develop public purpose charges. These 

surcharge design and COllection issues will need to be . 

coordinated with CTC collection and other revenue allocation and 

rate design issues associated with industry restructuring. 

With parties' input, we will map out the various steps that 

will make the transition to new administratiVe structures for 

public purpose programs as smooth as possible. We encourage 

collaborative efforts among the parties, utilizing informal 

processes where appropriate, to assist us in filling out the 

details of program administration, oversight, and implementation 

in an expeditious manner. The assigned ALJ will hoid a workshop 
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or other appropriate forum for developing this procedural roadmap 

as soon "as practicable. 

Findings of Fact 

1. OUr focus for energy efficiency progr9-ms has changed 

from tryiJ\g to influence utility decisionmakers, as monopoly 

providers of generation services, to trying to transfoVrn the 

market so that individual customers and suppliers in the future, 

competitive generation market will be making rational energy 

service choices. 

2. Given the provisions of AD 1890 and the restructured 

industry environment, utilities face greater disincentives than 

in the past to develop an independent industry which will 

directly compete with the energy services they provide. 

3. Continuation of an administrative structure dependent 

upon utility shareholder incentives is incompatible with our 

goals for energy efficiency. 

4. The rate freeze and rate decrease provisions Of AS 1890 

call into question the future funding of utility shareholder 

incentives for demand-side management prOgrams. 

5. An administrative structure which integrates the 

provision of CARE and low-income energy efficiency services, 

including education, will best meet our goal to provide low­

income ratepayers with assistance in managing their energy bills. 

6. Continued utility administration of low-income programs 

is not necessarily the preferred approach for the future, when 

such energy services will also be.available to low-income 

customers from non-utility providers. 
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1. Completely precluding utilities from bidding for 

administrative functions in energy efficiency or low-income 

assistance programs would inappropriately preclude the respective 

new boards from even considering utilities as. potentially 

competent and efficient providers of these services. 

8. The administrative proposals presented by DGS and CSD 

give preference to their respective agencies at· the outset. 

9. EMG's administrative proposal adds layers of 

governmental oversight without clear advantages for meeting the 

program objectives described in this decision. 

10. The program design options presented by the LOW-Income 

Working Group did not address important issues, such as the 

funding impact and "crOSS-SUbsidization effects of alt~rnatiVe 

program designs, the relative equity (among low-income customers) 

afforded by the different options and other issues identified in 

the Working Group report. 

11. Economic efficiency "requires saving electricity and gas 

together, rather than running independent programs for each fuel. 

12. Gas and electric low-income assistance programs should 

be administered together to ensure that low-income residents 

receive comprehensive assistance in managing their energy use. 

13. AS 1890 establishes annual dollar levels that represent 

minimums, not absolut~ ceilings, for funding public purpose 

programs over the 1998-2001 period. 

14. Because of the shared responsibilities. for public 

purpose programs and the potential overlap of RD&D, energy 
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efficiency. and renewables programs, there will be an ongoing need 

for coordination with the eRC. 

15. The RD&D Working Group reached consensus on several key 

points, including certain boundary definitions. for competitive. 

regulated, and public interest ROW, which are surrmarized in 

Attachment 6. 

16. AS 1890 authorizes specific funds f6r public interest 

RD&D activities not adequately provided by the competitive and 

regulated markets. These specific public interest Ro&D funds are 

not intended to provide for the utilities' regulated RD&D 

functions. 

17. Under AS 1890, the commission is authorized to allocate 

to the utilities only that portiqn of the public interest RD&D 

funds contained in AS 1890 which is needed to perform T&D-related 

public interest functions not adequately provided by the 

competitive and regulated markets. 

18. The utilities and ORA's interpretation of AS 1890 with 

regard to RD&D funding is not consistent with the language of the 

statute or legislative history. 

19. The $62.5 miilion minimum level for public interest RD&D 

funding required by AS 1890 appears reasonably consistent with 

estimates of aggregate historical spending prior to a steep 

decline in 1995. 

20. The utilities' estimates for T&D related public interest 

RD&D are within close range of the estimates presented by eRC and 

supported by uc. 
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21. AB 1890 provides utilities with an opportunity, but not 

a guarantee, to recover stranded costs. In creating such an 

opportunity, the Legislature chose to allocate certain types of 

recovery risKs, but not others, to the utilities. 

22. In establishing current fUnding levels for RD&D in 

utilit~· rates, we did not anticipate the AD 1890 statutory 

minimum funding requirements for public interest RD&D. 

23. AS 1890 does not preclude us from increasing fUnding 

authorizations for regulated RD&D, as long as rates remain within 

the limits established by the statute. 

24. AS 1890 does not preclude the CEC from deteumining that 

certain RD&D efforts should be ~onsidered ·public-interest­

rather than "regulated" and, accordingly, frOt."n providing 

utilities with funding out of the public interest RD&D surcharge 

monies to pursue such activities. 

25. A public goods surcharge that also applies to gas 

customers wQuldmitigate cOncerns regarding cross-subsidies and 

promote a competitive level playing field between electricity and 

gas suppliers in a competitive market. 

eonc.1usjons of Law 

1. It is reasonable to establish administrative structures 

for energy efficiency and low-income assistance programs that 

allow utilities to compete for administrative services, but do 

not automatically continue a utility monopoly over administration 

of these programs. The administrative structures for energy 

efficiency and low-income assistance programs described in this 

decision are reasonable and should be adopted. 
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2. The administrative structures for energy efficiency and 

low-income assistance should apply to both gas and electric 

programs. FUnds currently in rates for gas demand-side 

management programs and low-income rate assis~ance programs of 

SDG&E, PG&E, and SoCal should ultimately be transferred to the 

respective boards, and ultimately to the selected program 

administrator(s) in each respective service territory. 

3. Given the different goals of energy efficiency and low­

income assistance, it is reasonable to administer these two 

programs separately, but in close coordination with each other. 

4. Just like any other potential bidder for administrative 

functions, utilities should assess the benefits of administering 

energy efficiency and low-income ratepayer assistance programs in 

light of the potential margin, without the prospect of a 

shareholder incentive mechanism. 

5. Any future ref~nements or wholesale changes to sales 

adjustment mechanisms that we consider in our restructuring or 

performance-based ratemaking proceedings should reflect the 

changing role of utilities in energy efficiency. 

6. The respective boards for energy efficiency and low­

income assistance programs should determine the pace and schedule 

for the transference of functions, funding, assets, and program 

commitments from utilities to the new administrators and phase­

down of utility programs, as appropriate. During this 

transition, utilities should retain their stewardship of demand­

side management prOgrams funded in prior years and continue to 

implement the adopted measurement and ~vaiuation protocols. 
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During this transition, . the existing shareholder incentive 

mechanisms should continue to apply to utility DSM programs. At 

the direction of the boards, 'the utilities should provide a 

description of current utiiity programs and s~affing to identify 

relevant assets and program commitments. This accounting should 

be subject to audit, as determined by the Board. 

7. Exis~ing shareholder incentive mechanisms should 

continue to apply to prior program years and to demand-side 

management programs under the utility administration during the 

transition to new administrators. Potential shareholder 

incentives associated with these activities should continue to be 

evaluated in the Annual Earnings Assessment Proceeding. However, 

funding for these shareholder incentives should not come from the 

levels authorized today for PU Code § 381(C) (1) energy efficiency 

programs. SharehOlder incentives should not apply to any winning 

utility bidder under the new administrativ~ structure "for energy 

efficiency and low-income assistance programs described in this 

decision. 

8. As described in this decision, utilities should front 

the costs incurred in developing request for proposals for the 

energy efficiency and low-income administrative functions. The 

utilities should be reimbursed from surcharge funds, including 

interest that will accrue at the rate earned on prime, 'three­

month commercial paper. 

9. It is reasonable to establish initial funding levels for 

public purpose programs provided by SCB, PG&B, and SDG&B at the 

minimum levels required by AS 1890. 
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10. Initial funding for gas energy efficiency and low-income 

assistance programs should be established at 1996 authorlzed 

levels for demand-side management and "CARE. SoCal, SDG&E, and 

PG&E should ultimately transfer these funds to. the new 

administrative structures, as described in this decision. 

11. OUr oversight Of public purpose programs should include 

an opportunity to increase funding Over the 1998-2()OI period, as 

appropriate. 

12. Most of the steps required to establish the 

administrative structure for energy efficiency described in this 

decision should be completed by January 1, 1998. The steps 

required to establish the administrative structure for low-income 

programs should be completed by January 1, 1999. 

13. Further consideration of program design options for low­

income energy efficiency services, including education, sho'tild be 

undertaken by'the new Governing Board with assistance frOm the 

Low-Income Advisory committee. The Governing Board should also 

design and undertake a needs analysis as part of its program 

development and evaluation functions, with input from the Low­

Income Advisory Committee. 

14. The new Governing Board should hold workshops and file a 

report on program design issues and op"tions for the CARE program 

no later than September 1, 1997. The report should be served on 

the Special Pu~lic Purpose service list. 

15. Based on the statutory language and legislative history, 

it is reasonable to interpret Public Utilities Code § 381 as 

(1) authorizing RD&D funds for public interest activities only, 
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and not for regulated or competitive functions, and (2) reserving 

to this'Commission the authority to determine how best to Utilize 

funds for public interest RD&D directed towards T~D_ All other 

public interest RD&D funds authorized by AB 1890 are allocated to 

the esc. 

16. It is reasonable to adopt the utilities' 1996 estimates 

of $700,000 for annual T&D-related public interest RD&D, broken 

down as follows: $300,000 for PG&E, $300,000 for SCE, and 

$100,000 for SDG&E. The remaining $61.8 million of public 

interest funding f6r RD&D adopted by this decision should be 

allocated to the CRC for non-T&D related interest RO&D as 

follows: $29.7 million from PG&R, $28.2 million from SCE, and 

$3.9 million from SDG&B. 

17. It is reasonable to let SDG&R, PG&E, and seE decide if 

they wish to apply for an increase in authorized revenue 

requirements for the reasonable costs of regulated RD&D. Such a 

request should colrtply with- the rate limits established by AS 1890 

and shOUld reflect a 'realistic expectation of the utilities' 

involvement in regulated RD&D activities in the future under 

restructuring_ Historical funding levels for regulated RD&D 

should also be conSidered, as appropriate. 

18. It is reasonable to allow SDG&B, PG&R, and SCE to seek 

funding from the eRC for RD&D functions which they believe haVe 

become public interest RD&D, and that would otherwise be funded 

outside of the nonbypassable public pUrpose su·rcharge. 

19. As soon as practicable after the effective date of this 

decision, our Executive Director shOUld OfficiallY transmit the 
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Working Group reports on RO&D and Renewables to the CEe and 

Legislature for their consideration. 

20. The consensus points reached by the RD&D Working Group, 

as presented in Attachment 6 of this decision •. should serve as 

the basis for the Legislature's further development of RD&D 

administration and expenditure criteria, pursuant to" AS 1890. 

21. Policies in the renewables area should be consistent 

with the market structure policies we have adopted, and continue 

to refine, in this proceeding. 

22 •. Overlap issues re~ardin9 renewables and market strUcture 

should be addressed through close coordination with the CRe and 

the Legislature, rather than by issuing directives on these 

issues at this time. Similarly, the potential overlap in scope 

and agency responsibilities for all public purpose areas should 

be addressed through cOordination with the CHC, to the extent 

possible. 

23. Our Energy Division should hold workshops to address 

implementation issues regarding a gas surcharge mechanism for all 

public purpose areas and submit its report by April 1, 1997. 

24. Details regarding the structure and collection of the 

public goods surcharge should be deferred and coordinated with 

CTC collection and other revenue allocation/rate design issues 

associated with restructuring. 

25. As part of the RFP development process for program 

administrators, the energy efficiency and low-income boards 

should propose revisions to our existing DSM rules, as 

appropriate. Such revisions should be consistent with the policy 
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objectives discussed in today's decision and the RFP itself must 

be based on the revised l~les. The revised rules and RFPs should 

be subject to our approval. 

26.' In order to proceed with irnplementati.on of today·s 

decision as expeditiously as possible, this order should be 

effective today. 

INTERIM ORDER 

IT IS ORDERED that: 

1. Energy efficiency and low-income assistance programs 

shall be administered in the future under a new st~ucture that 

will require independent boards and administrative entities 

selected 'through a competitive bidding process. The new 

administrative structure shall apply to both.electric and gas 

programs. DUring the transition to this new structure, San Diego 

Gas & Electric Compa~y (SDG&B), Southern california Edison 

Company (SeE), Southern california Gas company (SoCal) and 

Pacific Gas and Electric Company (PG.&8) shall continue to 

administer demand-side management and low-income rate assistance 

programs until the new administrative system is operational. The 

Commission shall appoint representatives to the Boards within 45 
1 

days thereafter. 

2. Funding for electric utility public purpose prOgrams 

shall be accomplished through a nonbypassable rate component of 

the local distribution serVice consistent with the requirements 

of Public Utilities (PU) Code § 381. Commencing January 1, 1~98 
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through December 31, 2001, initial annual funding for public 

purpose programs shall be established at the levels presented 

below. These initial levels may be reassessed in the future, as 

appropriate. 

a. Bnergy Efficiency Programs. For SDG&E and 
PG&E,· the funding levels shall be $32 and 
$106 million per year, respectively. For 
SCE, the funding level shall be $90 million 
for 1998, 1999, and 2000, and $50 million for 
2001. 

b. Low-Income Assistance. The annual funding 
levels for programs provided to low-income 
electricity customers, including targeted 
energy efficiency services and the California 
Alternate Rates for Energy program shall be 
funded at 1996 authorized levels. For CARE, 
funding levels shall vary depending on the 
number of customers receiving the discount, 
the level of the discount and other 
programmatic factors. CARE funding shall not 
be capped at this time. Any such increased 
costs associated with the prOgram will be 
collected through the surcharge, subject to 
the rate limits imposed by AS 1890. cARR 
costs shall be offset by any money collected 
pursuant to PU Code Section 364(c). 

c. Public Interest Research. Development and 
Demonstratjon (RP&Dl. The annual funding 
levels shall be $4 million for SDG&E, $28.5 
million for SCE, and $30 million for PG&E. 
The utilities shall retain the following 
annual amounts for transmission and 
distribution (T&D) related public interest 
RD&D: $300,000 for PG&B, $300,000 for SCR, 
and $100,000 for SDG&B .. The. remaining $61.8_ 
million in annual funding shall be allocat~d 
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to the California Energy Commission (eRC)· for 
non-T&D related public interest RD&D, 
consistent with the provisions of AB 1890, as 
follows: $3.9 million from SDG&E, $28.2 
million from SCE, and $29.1 million from 
PG&E. 

d. Renewables. An aggregated level of f\1.nding 
of $540 million"pursuant to PU Code 
§ 381(c) (3) of AB 1890 shall be collected as 
follows: For the years 1998-2000, a total of 
$109.5 million in annual funding from SD&GB 
($12 million), SCB ($49.5 million), and PG&E 
($48 million). For 2001, a total of $136.5 
million in annual funding from SDG&B ($12 
miilion), SCE ($16.5 million) and PG&B ($48 
million). Pursuant to PU Code § 381(d), an 
additional $75 million shall be allOcated 
from funds collected by a three-month 
extension of the competition transition 
charge beyond its otherwise applicable 
tennination of December 31, 2001. These 
funds shall be transferred to the CRe 
pursuant to § 383(a). 

3. As soon as practicable after the effective date 

of this decision, Our Executive Director shall transmit 

the RD&D and Renewables Working Group reports to the eRe 

and Legislature for their consideration. 

4. Within 30 days from the effective date of this 

decision, interested parties shall submit nominations for the 

public· representatives to the energy effi~iency Independent 

Board and the low-income program Governing Board, together with 

a discussion of their qualifications. These nominations shall 

be filed at the Commission'S Docket Office and served on (1) all 
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appearances and the state service list on the Special Public 

Pl.-ograms sel-vice· list in this proceeding and. (2) all appearances 

and the state service list in Rulemaking (R.) 91-08-003 and 

companion Investigation (I.) 91-08-002. 

5. By April 1, 1997, the Energy Division shall hold 

workshops and file a report containing its recommendations on 

implementation issues related to a gas surcharge mechanism that 

may apply to all public purpose areas and, ultimately, to all 

gas customers. The report shall be served on the Special Public 

PUrpose service list. 

6. No later than 90 days frOm the effective date of this 

decision, PG&R, SCE, and SDG&E may file applications to increase 

1998 authorized revenue requirements to cover reasonable costs 

of re~lated RD&D, as long as rates remain within the iimits 

established by AS 1890. These applications shall be served on 

all appearances and the state servic"e list in this proceeding, 

including those listed on the Special Public Purpose service 

list. 

7. Annual funding for gas energy efficiency and for both 

gas and electric low-income assistance programs shall be 

established initially at 1996 authorized levels. Within 120 

days from the effective date of this decision, PG&B, SDG&E. SCR, 

and SoCai shall identify 1996 authorized funding levels for gas 

demand-side management and for gas and electric low-income rate 

assistance programs, by program category, to be transferred to 

the new energy efficiency and low-income program administrators. 

This info~ation shall be filed at the Commission's Docket 
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Office and served on all appearances and the state servic~ list 

on the Special 'Public Purpose service list in this proceeding, 

and on all appearances and the state service list in 

R.91-08-003/1.91-08-002. 

8. As soon as practicable after the effective date of this 

decision, the assigned Administrative Law Judge shall hold a 

workshop or other appropriate forum for developjng a procedural 

ro~dmap to implement today·s decision. 

9. The energy efficiency and low-income boards shall 

separately report to the Commission by July 1, 1997 on the 

status of the development of the administrative structures 

described in this decision. Specifically, they should each 

report whether they believe the irrespective structures will be 

operational by our goal Of January 1, 1998. If either of the 

Boards report that additional time is required, in order to 

reduce utility program planning uncertainty, the commission wiil 
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act to fOl~ally extend the current structure for a fixed period 

of time: 

This order is effective today. 

Dated February 5, 1997, at San Franci~co, California. 

I will file a concurring opinion. 

Is/ P. GREGORY CONLON 
president 
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Shaz'a:l Haynes~cre~l1/Ellen O:n:tway 
CALI~ roMNJ'IY 

ACrlOO ASSX:IATICtl . 
926 IfJ" Street 
Sacrarrento, CA 95814 

EileenA. Koch' 
CALP:n~ ~TlOO 
50 W. San Fel11Clr'x:b Street 
San JoSe, CA 95113 

NealA. Johnsen 
CALIFCFmA IN'ImWIID WASIE 
~B:WID 

8800 cal center DriVe 
sacramento, CA 95826-3268 

Christcpher s. 'Iaylor 
CALI~ <DMNI'IY AerIe« ~ 
926 IIJII Street, &lite 408 
Sacrarrento, ca 95814 

Richard Shaw 
CHASE~ 
P.O. rox 469 
Fillrrore, G. 91305 

Reo Knecht 
co.'&lo~ FCR 'mE PUBLIC ~ 
3419 SCott Street 
San FranCisco, CA 94123 

Michael J. Micciche, Director 
ffiPARIMrn1' 6F <J:M.UUTi SERVIcES 
NV~ 

100 ~rth Tenth Street; Rcx:m 258 
sacrailento, Ca 95814 
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()Xlg Gl-amy 
rePA~n-1ENf OF GENEJW., SERVICES 
717 K street, SUite 409 

. sacrarrento, CA 95814 

N::nlTWl J. f\lluta, Associate O::xmsel 
OOPAt{ft-wr OF WE NAVi 
900 O:mlr::dore Drive 
san Br\lIY), CA 94066-5006 

sam DeFrawi, Director 
DEPAA'IWNl' OF WE NAVi 
90i t-~ st. SE, Bldg. 212. 4 th Flo 
Washington, OC 20374 -50lS 

Rayczahar 
ECCN:MIC & 1EONIo.L A'U>.LYSIS <.R<XJP 
5656 Gq.venstein Highway, Rte 116 N::>lth 
ForestV1lle, ~ 95436 

carolyn A. Ba'<er 
~ & t-t::OlSETffi 
925 L Street. suite 1490 
sacra'l'Ento, CA 95814 

~arvin Liereman 
EI..EX:IRIC ro'lffi RESFA1{(}t INSI'I'lUffi 
3412 Hillview Avenue 
Palo Alto, CA 94304 

William L. Nelson 
E2'.~AL Mt\Rl<ETIN3 ~ 
1926 Cbntra COsta Blvd., suite 176 
pleasant Hill, C1\ 94523 

Dian M. Grueneich Atty at law 
ffiUENIOI RESCURCE N:MX:A'IFS 
582 Market Street. SUite 407 
San Francisco, C1\ 94104 

Jan Srutny-JoOes 
n£€PENDENr ENERG'i ~ 
~IATICN 

1112 "I" Street, Ste 380 
sacrarrento, CA 95814-2896 

F..cbert. E. Burt 
IN.9JlATlOO a:tnRACIWS A...c:.s:xIATICN 
2210 1< Street 
Sacrarrento, CA 95816 

Carl R. Aron, Exec Vice President 
i'IRCN 
2818 N. sullivan Rd POBoX 15288 
Sp:>k.ane, Washington 99215 

Page 2 
Hillia-n H. Ikoth, l\tty at taw 
JACl<....q:N 'IUF1'S 0)l.E &- Bl..A(l{, UP 
650 caHfolnia Street, 32n:l Flcor 
San FlQnCisoo, CA 94108-2613 

lblll'Wl Pedersen, Attyat la'''' 
JCt\&S, my. REAVIS &: (roJE 
555 ~st Fifth St. suite 4600 
Los Angeles, CA 90013-102S 

I..uis luteaga,/Roxanne Figuel"Oa. . 
lATIN) ISSlJES f'aID-1 
785 Maxket St~t, 3m Flcol." 
San Francisco, ca 94103 

Susan E. B1-o,..'O 
lATnO I~ fU{U-V 
~ lNSTI1UI'E 

785 Market Street, 3rd FlOJr 
San Francisco, CA 94103 

Sara Steck to2yers, Attyat law_ 
122 - -28th Avenue 
San Francisco, CA 94121 

Terty Singer 
k'F1\Tlc.tU\L AS;9XIATlOO OF 

ENERG"l SERVICE o.."MPANIES 
1615 M Street, N.W. 
Wash.i.ngtoo, OC 20036-3203 

Shel.yl carter 
NA1UAAL RESa.RCES ~ <.a.N:IL 
71 Stevenson Street, SUite 1825 
San FranCisco, CA 94131 

1h::mlS J. o' RtX.rrke 
0 1 RD.lrke &: O:npany 
44 f.bntgarery Street, 11705 
San FranCisco, CA 94104 

Richard T. srerl:erg 
<NSI'IE ENERGY ~TI(N 
701. Palatar AhJX)rt Road, suite 200 
Carlsb3.d, CA 92009 

Rcbelt B. ~ I.ennan, Atty at· Law 
PACIFIC c:N3 AND ElECIRlC O:'NPAN'i 
"11 Beale Street, Ro::in 3131 
San Francisco, CA 94106 

stcinl.ey I. Anderson 
fOot"ER VALUE, IN:., 
877 Ygnacio Valley R03.d, &lite 105 
\-1alnut creek, CA 94596 

1h:::m3.s G, 1da:TS 
PRCNEN AL'IElillATIVES, INC:' •• 
1740 ArmY Street 
San Francisco, CA 94124 
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Bill Hunt 
RIOlARD lIFAnt &: ASSOCIA1ES 
2055 $an.Joaquin 
Fl-esno, CA 93721 

Hichael C. Tieu1e¥, Atty at tat ... 
SAN DUm Gl>S & ElECIRIC o:J;."J.lNN 
101 Ash Street, 
San Diego, CA 92109 

Steven Schiller 
SCHllUR k~lA1ES 
1333 BvoadNay, suite 1015 
oaklard, CA 94612 

Rick Breeze -Maitin 
SIffiRA BUSINESS COOSULTIN3 
19625 Cedar Road 

. Sonora, CA 95:370 

Rich Feryuson 
SIrnRA <llJB 
1100 11th Street, SUite 311 
Sacrarrento, CA 95814 

Frank J. Cb:>leY/Bn.ICe A. Reed 
Stnner J. YD::-h 
saJIHEl<N CALIF'aU'UA EDISCN a:MPANY 
2244 Walnut Grove Avenue 
Roserread, CA 91770 

Steven D. Patrick, Atty at law 
OCUIHERN CALlfC'rullA GAS O:NPANY 
6):3 west Fifth Street, SUite 5200 
Los Angeles, CA 90071 

catherine George, Att.y at law 
~A5BIIL&~~ 
358 Frederick Street n4 
San Francisco, m 94117 

Keith»:: Crea, Atty at Law . 
~ ASBILL &: BRENNAN 
1275 Pennsylvania AVenue, N.\,z. 
Washington, D. C. 2CO()4 

Rcl:ert Finkelstein, Att.y at l..aw 
'IU'lARD UfILI'IY RA1E N:::R.~IZATlOO 
625 Polk Street, SUite 403 
san Francisco, CA 94102 

Ibnald w. Aitken 
una: OF o::t~NED SCIENTIEblS 
20100 Skyline Bculevard 
Wocclside, 0\ 94062 

Rebert BllelY 
tM'iID A~cm ENERGV 
2420 Ca.'n.ino R?~rronf Suite 229 
san Ra'OCO, CA 9458:3 

Carl Bhmstein 
UITVERSI'IY OF CALlFa<NIA Bffil<EIEi 
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~ 
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D:lV~d F. ~lSCOt Atty at Law 
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1516 9th Street, MS 14 
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IXn Shultz 
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John P. Rozsa 
senate' Energy .Advisor 
STATE C7\PI'fOL 
~40S 
Sadarrerito, CA 95814 

•••• t •• ~.~** ••• ~ ••• * •••• 
~ICN OOLY List 
R94-04 .. 031/194-04-032 

·PUBLIC R.RFOsE • 
•••••••••••••••••••••••• 
oo:;ISIOO 00. 
BIILIN3 a::t£~-----

ID.OFP1I3Fs 
CR'ISICN MM'-=-'rn=-----
CR'ISICtl sr<MD ----
Steven Kelly , 
~rnrnGY~ 
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WE 'IAANSFER ffic(]p 
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'ihx'dS G. Eckhalt 
UXNS, u.c 
3055 112th N. E., Ste. 225 
BelleVUe, "-~ 98004 . '. 
JOhn Wiley GOuld 
~, KWE:I..L~ SPFARs & 11.BrnsKY 
520 S.W. Yarmin, Ste. 800 
~rtiard, (R 97204 

Fhilip Verrreulen 
1335 RidJedale Ct. 
ROseviile, CA 95661 
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AB 

AW 

Appliance' 
Recycling 
Centers 

Board 

Cal-Neva 

CARE 

CEC 

CEEPIRB 

CEERT 

CEEX 

CMA 

CSD 

CTC 

D. 

DGS 

EDF 

ENG 

EPRI 

IAEE 

I. 

NOU 

NAESCO 

NRDC 

ORA 
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Abbreviations and Acronyms 

Assembly Bill 

Administrative Law Judge 

Appliance Recycling Centers of America, Inc. 

The Indeperident Board 

California-Nevada Community Action Association 

California Alternate Rates for Energy 

California Ene1"gy Commission 

california Energy Efficiency and Public Interest 
Research Board 

Center for Energy Efficiency and Renewable 
Technologies 

california Energy Efficiency Exchange 

California Manufacturers Association 

Department of Community Services and Development 

Competition transition charge 

Decision 

california Department of General Services 

Environmental Defense Fund 

Environmental Marketing Group 

Electric Power Research Institute 

Independent Administrator for Energy Efficiency 

Investigation 

Memorandum of Understanding 

National Association of Energy Service 

Natural Resources Defense Council 

office of Ratepayer Advocates 
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PG&E 

PMC 

PU Code 

RD&D 

RESCUE 

RFP 

RT 

R. 

seE· 

SDG&E 

SESCO 

SoCal 

T&D 

TURN 

UC 

ULTS 

ATrACHMENT 2 
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Abbreviations and Acronyms 

Pacific Gas and'Electric Company 

Prehearing conference 

Public utilities Code 

Research, development, and demonstration 

Residential Energy Services Companies' United 
Effort 

Request for Proposal 

Reporter's transcript 

Rulemaking 

Southern california Edison company 

San Diego Gas & Electric Company 

SESCO t Inc. 

Southern California Gas company 

Transmission and distribution 

The Utility Reform Network 

University of California 

Universal Lifeline Telephone Service 

(END OF ATTACHMENT 2) 
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Active workirig Group Organizations 
Energy Efficiency 

Appliance Recycling Centers of Anierica 
California Energy Commisskm 

California-Nevada COmmunity ActiOli Association 
, california Energy Coalition 

California Public Utilities C6mmiSsiOD/Divisi6n of Ratepayers AdvOCates 
California Legislative Conference 

California Municipal Utility Association 
CESlWay 

city o( fate) Alt() 
California Department c;fGeneraJ ServicesfOfflce of Energy Assessment 

Electric Utiljty Research. Inc. 
Environmental Marketing Group 

Enova Energy'· , 
Enviionmental Defense Fund 

Insulation C6iltiact6ts Association 
Johnson Controls. mc. 

Lawrence Berkeley National Laboratory 
Los Angeles Oepait:inent (lfV/ater and Power Company 

National Assodati6n of Energy Service Companies 
, National Res6urces DefenSe Council 

Onsite Energy COrpOration' 
Pacific Gas & Electric Company 

Proven Alteniatives. Inc. 
Richard Heath and Associates 

RESCUE 
Sacramento Municipal UtiHties DiStrict 

San Diego Gas & Electric Company 
Schiller ~iates 

Sierra Club 
Southern California Edison Company 

Southern California Gas Company 
Southwest Gas Corporation 

Toward Utility Rate Nonnalization 
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ACTIVE WORKING GROUP ORGANIZATIONS 
RESEARCH. DEVELOPHENl'. AND DENONSTRATION 

California Department of Water Resources 

California Energy COll\'tlission Staff 

Office of Ratepayer Advocates (CPUC) 

Electric Power Research Institute 

Natural Resources Defense Council 

Pacific Gas and Electric Company 

Pacific Lumber Company 

Sacramento Municipal utility District 

San Diego Gas & Electric Company 

Solar Turbines. Inc. 

Southern California Edison.Company 

Southern California Gas Company 

Uriion of Concerned Scientists 
. 

university of California 

Weinberg Associates 

. . 
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ACTIVE \\'ORKING GROUP ORGANIZATIONS - LOW-INCO~'E PROGRAM 

Appliance R~)'cling Centers of America 
Association of Rural Northern California Energy Providers 
Association of Southern California Environmental and Energy Programs 
California Ent-tgy Coalition . 
California Energy Commission 
California Legislath'e Conference 
California Public Utilities Commission. Conunission Advisory & Compliance Division 
California Publi¢ Utilities Conunissi6n. Division of Ratepayer Ad\'ocates 
CalifomiaINevada Community Action Association . 
Chase Shannon 
Conununity ActiOn Commission oJ Santa Barbara 
Community Enhancement Ser\lces . 
Commuruty Rt.sourec Project 
East San Gabritl VaUey Consortium < • 

EconomiC ()ppQrtunity Commissi6n 6f Sail Luis Obispo 
Environmental Marketing Gr6up , 
Home Improvement Center 
Insulation Cootractors Association 
J. La'wiTeOCC Communications 
. jones. Day. Reavis &. Pogue 
ladsOn Associates 
Latino ISsues FOrum 
L6s Angeles Department of Water and Power Company 
MAAC Project . 
Maravilla Foundation 
National C6I1SUJiler Law Center 
Natural ReSOUrCes Defense Council 
Pacific Gas & Electric Company 
Project Go. Inc. 
R~dwood Community Action Agenty . 
Richard Heath & Associates 
Sacramento Municipal Utilities District 
San DiegO. Gas &. Electric Company 
Save,Energy . 
SESCO. Inc. . 
Sierra Business Consuhants 
Sierra Club 
Sierra Pacific Power 
Sonoma County People for Economic Opportunity 
Southern California Edison Company 
Southern Cali(OnUa Gas Company • 
Southern California Water Company. ' , 
State Of California DepartI11(nt of COrruiluruty Services and De',elopment 
The East LosAilgeles Cortununity Union (fELACU) 
The Greenlining Institute 
Toward Utility Rate Normalization 
Utility Consumer Action Network 
Ventura Count)' C6mrn.ission on Hum3J\ Concerns 
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ACTIVE WORKING GROUP ORGANIZATIONS 
RENENABLES 

A. ParticIpating Organizations Submitting/Supporting Proposals 

American ''lind Energy Association 

California Solar Energy Industries Association 

Cambrian Energy Development LLC 

City of Sacramento 

City of San Diego Metropolitan Wastewater Department 

California IntegrAted Waste management Board 

Envirorunental Defense Fund 

Energy Technology Development Division Staff, 
California Energy C6rrmission 

Geothermal Energy Associat~on 

Genesis Energy Systems 

Institute for Envirorunental Hanagemelit 

Independent Energy Producers Association 

International Power Technology 

Los Angeles County sanitation Districts 

Laidlaw Gas Recovery Systems, Inc. 

Landfill Energy Systems 

Monterey regional Waste management District 

Northern California Power Agency 

NEO Corp. 

Natural Resources Defense Counsel 

Orange County 

Pacific Gas and Electric Company 

Science Applications International c~rporationt 
l-laterial and Structures Division 

Southern California Edison Company 

San D~ego Gas & Electric Company 

Solar Energy Industries Association 

Sacramento Municipal Utility District 

. . 
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ACTIVE WORKING GROUP ORGANIZATIONS 
RENE\oJABLES 

. Sonoma County 

Solar Thermal Energy Alliance 

Solid \iaste Association of North t\merica 

Union of Concerned Scientists 

B. Other Participating Organizat~ons 

Bechtel 

Burney Forest Products 

Byrne Associates 

Calpine Corporation 

Center for Energy Efficiency and Renewable Technologies 

City of Palo Alto 

Consumers Utility Brokerage Inc. 

Corporation for Solar Technology & Renewable Resources 

County of Sacramento 

California Public Utilities Commission/Division of 
Ratepayer Advocates 

Cummins Power Generation 

Energy Forecasting and Resource Assessment Division 
Staff, California Energy Corr~ission 

ESI energy, Inc. 

Exergy, Inc. 

Future Resource Associates Inc. 

Independent Power Providers 

kJC Consulting Company 

(END OF ATrACHHENT 3) 



R.94-04-031. 1.94-04-032 

, . , 

ATTACHHENT 4 
Page 1 

Excerpts From AB 1890 

Article 7. R~~ Environmen.~ and Low.lncome Funds 

381. (a) 10 eruure that the funding lor the programs described 
in fUbdhisi6n (b) and Section ~ are not ¢OlIlZlliuJtled with other 
teve.nu~ the cOmmj~QD shall requite eaeh elecbi~ eorpQntion to 
Ideqtily l $epUate rate compOnent to eQUe-et the revenues u.sed to 
lund these prOgranu. The rate COmpOnent slWJ be a Doubypassable 
eltme.nt of the loeal di$t:ribution service t.J:id collected on the buis of 
usage. This rale ~ponent shall tall Within the ute le\·eh identified 
ill subdivision (a) Of Section u.s. 

(b) The (omtnbslon shill all«ate tun<b eolJect~ p\1J"S\1ADt to 
subdivision (.), and any interest earned en eoUected funds. to 
prognm.s whJCb enh.lnce tyStem teliability t.Qd provide in.state 
ben.tlits u IoUows: 

(1) Cort--df'e-etiv6 energy eftlciency Ul.d C¢aservUiOn &ttivities. 
(2) Public interest tese;1fch and development not adequately 

provided by ¢¢Dl~titi\'e and regulated mArkets. • 
(3) In·stale opuation and developmez1t of ~ting and new and 

emerging rertewable tesowte technologies deli.ned I.S eleebicity 
produced from other than a Conventional power source \I,'ithin the 
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meaning of Se<:tiOn 200S, provided that a pOwer source utilizing more 
than 25 percent (os.siI (U~l may not be included. 

(c) The Publi¢ Utilities CommissiOn sb.a.U order the respecti\'e 
electrical corpOrations to eolle<:t and spend these funds. as (ollows: 

(1) Cost-effe<:tive energy efficiency and «mser.'ation acti\ities 
sb.a.U be funded at not less than tbe follOwing I~vels commenctng 
]a.nuary 1,1998. through December 31,2001: (or San Diego Gas and 
Electric Company i level of thirty·two million dollan ($3~.OOO.OOO) 
per year. tor SOuthern Calitomia Edison Company a level of ninety 
million dollars ($90.000,O¢O) (or eatb of the yean 1998. 1m. and 2000; 
fiIty million dollars ($50.000.000) (or the year 2QOl f and (or Pacifie Gas 
and Ele<:bie Company a level o( one hundred six million dolhrs 
($106,000.000) ~r year. 

(2) Research. development, and demonstration programs to 
advance Science Or technology that are not adequately pro .. ided b)! 
competitive arid regulated mukets shall be funded at nOt less than 
the follOwing levels cOIlimencing]anuary 1,1998 through December 
31. 200h (or San DiegO Gas and FJeetric Company a level of (our 
million dollars ($-t,OOO.():)O) per year. (or SOuthern Calitornia Edison 
Company a level of twenty-eight milliOn five hundred thousand 
doUus ($2,8,500.((10) per year, and (or Pacific Gas and Elecbi~ 
Company a level of thirty million dollars ($30.000,000) per year. 

(3) In·state Operation a.nd development ot existing and new and 
emerging renewable re30utce technolOgies shall be funded at not less 
than the foUowing levels on a statewide basis: Oile hundred nine 
million five hundred. thousand dollan ($109,500,000) per )'ear for 
each of the years 1998, 1999, and 2000. and one hundred thirt) •. six 
million five hundred thousand dollars ($l36.500,Q():) (or the year 
2001. To accomplish these funding levels OVer the period described 
herein the San Diego. Gas and Electrl¢ Comptny shall spend twelve 
million dollars ($l2.ooo,(OO) per yeu, the Southem California Edison 
C6mpany shall expend no less ~.o forty-nine million five hundred 
tbowand dollars ($49,.sOO.000) lor the yean 1998. 1999. and 2000. and 
no less than seventy-six milliOn five hundred thousand dolla.rs 
($76.500,000) for the year 2001, and the Paci£Je Gas and Ele<:bic 
Company than expend nO leu than forty-eight milliOn dollars 
(}t8,@.OOO) per year through the year 2001. Additional funding nOl 
to exceed seventy·five million dollan ($75.000,000) thall be allocated 
from mOneys collected pursuant to subdivision (d) in order to 
provide a level cf funding tot2ling five hundred forty million dollars 
($540,000,000). . 

(4) Up to My million dollars ($.50.@.OOO) of the amOUllt 
collected pursuant to SUbdivision (d) m..ay be wed to resolve 
outstanding issues related to implementation of subdivision (a) of 
Section 374. Moneys remaining after fully funding the provisiow of 
this paragraph shall be reallocated for purposes of paragraph (3) . 
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(~) Up to ninety rnUliondoUars ($90.000,000) of the amount 
collected putl\lant to subdivision (d) may be wed to te.soh·e 
OUtstanding issues related to «mtraetual a.rungements in the 
Southern CaliloTnla Edis6n service temtor)' $lemm..i.ng from the 
Biennial Res6urte Planning Update a.uction. Moneys remainiJ'ag .,fter 
fully funding the proVisio,ns of this paragraph shall be reaUQC&ted Co. 
purposes of partgTaph (3). 

(d) Notv.ithstand..ing an)' other proVisions or this chapter, entities 
subject to the Jurisdiction of the Publie Utilities COmmission shalJ 
extend the period (o,r competition transition charge collection up to 
three months. be)'ond its otherwise applicable terTni.nation of 
December 31, 2(()1. sO as to ensure that the iggr~.te pOrtion of the 
research. environmental. U'ld low-income funds allocated to 
renewable resources shall equal five huiid.red forty million dollars 
($540.000.000) and that the Costs specified in pt.ragnphs (3). (4), and 
(5) of subdivisio,n (e) are collected. 

(e) Each eledrical corporation shall allow tustOmen to tn.aIce 
voluntary contributioI'l$. through their utility bill payments as either 
a fixed a.mOunt or .. variable amOunt to support ptogTams establish~ 
pursuant to paragraph (3) of subdivisiOn (b). Funds eoUected by 
eteetrical corpOratiOns (or these purpOSeS shall be forwarded in a 
timely manner to the appropriate fund as specified by the 
commissiOn. , . 

(I) The c6min.lssion sh.t.ll deteimiIle how to utilize· tuncls for 
purpOses of pa.ragraphs (1) And (2) or subdivision (h), prO\ided that 
only th<>se research 8Jld development funds (ot transtnissi6n and 
disbibution functiOns shall remain with the teguJated public utililie$ . 
under the supervision of the cOmmission. 11le ¢<)miniss¥)n shall 
proVide tot th~ transfer of all re$et.ieh and development funds 
collected fotpurp6~ Mparag-taph (2) of subdivision (b) other than 
those-for trtil.s:InIssion and disbibution functions and funds coUected 
foT purposes of pan.graph (3) or subdivision (b) to the California 
Energy ResoutCes Conservation and Develo,pment CommissiOn 
p\ll"SU.Uit to idmiiUstration and expenditure criteria to be established 
by the Legislature. 

(8) The COmmissiOn's authority to coUect funds pursuant to this 
section for purposes of parag'Tapb (3) of subdivision (h) shall become 
inoperative On Match 31. 2002. . 

(h) For purposes of this article. "emerging renewable 
technology" means a new renewable techno,logy, including. but not 
limited to, photovottaie technology. that is detennined by the 
California Energy Resources ConseryaliOn and Development 
CornrDissiori to be emerging trom research and development and 
that has significant cot'nnlercial potential. 

382. PrOgrams provided to low-income elecbicity customers. 
including, but not limited to., targeted energy~fficiency seni~s and 
the California Alternative Rates (or Energy Program shall be funded 
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at not leu than 1996 authorized levels be.s.ed oil an assessment of 
customer need. The «>tiunission shall allocate funds necessary to 
meet the lOw-income obje(tivC$ in this s«tion. 

383. (a) Moneys coUecte4pursuant to paragraph (3) of 
subdivisiOn (b) O(Section3el shAll be translerted to a subaccount of 
the Energy Resource$ PrOgrams Account (lithe CaliIonua Eoergy 
Resour~ ConservatiOn and Develop~nt Commission to be held 
W'ltil further actiOn b)' the Legislature (or purposes Of: 

(1) SuppOrting the OperatiOn of existing and.the development of 
new and emergiitg in-state tenewable resourCe tecluiologies. . 

(2) SuppOrting the Operations of existing renewable tesource 
generation facilities which ptO\ide tire suppression benefits, reduCe 
nlaterials going into landfills, and mitigate the amount of open-Aeld 
bUJ'lling of agriCUltural waste. 

(3) SUPpOrting the operatioru of existing. innovative solar thermal 
technologies that pro\.ide essential peale generation and related 
reUability benefits. 

(b) The CaliIomIa Energy ResourCes CoIiSeivation and 
Development CommissiOil shall review the purp6ses desm.bed in 
this seCtion and report to. the Legislature by March ~lt 1997. with 
reeommendatioru regarding market·based mechanisms to allocate 
available funds. The programs should be based On market principles 
and include options and impleinentsti6n mecbanisnis which: 

(1) Rewud the mOst cost-dtective generation meeting the 
purposes of subdivision <a) through mechanisms such as the 
establishment of a cleariilgbou.se Or a marketWg agent to identity the 
m6st competitive tene.wabJe tesourceproviders while fostering a 
market for renewable tesour~. 

(2) Implement a process tor certifying eligible renewable 
resource ptOvidcn. 

(3) Allow customers to receive a rebate from the fund through 
n'lecbanjm'ts such as a reduction in their electricity bill or a direct 
payment from the fund for the transition charges that would 
otherwise apply to their purchases hom renewable resourCe 
prOviden. 

(4) All~ate moneys between (A) new and emerging and (B) 
existing renewable resourCe technolOgy prOviders. provided that no 
less than 40 petcent ot the funds shall he allocated to either category. 

(5) Utilize financing and other mechaiUsnu to maximize the 
effectiveness ot available funds. 

(c) The repOrt described in this section shall also include 
consideration of: 

(I) The need (or mechanisms to ensure that cogeneration 
facilities that utilize energy from environmental pOUution in its 
process. Or rnicrocogeneration tac:ilities with a total generating 
capacity ofless than one megawatt remain competitive in the elecbic 
services muket. 
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(2) Whether fuel tells sMuld be treated a5 fuel ~itehing (or 
purposes of application of the competition transition charge as 
specified in Section 371. 

Article 8.. Publicly Owned Utilities 
-

385. <a> Each 10¢aI publicJyownedeJectrie utility shalle$ta~lish 
a nonbyPa.ssa~le, wage based charge Oil IocaJ d.irtribution service of 
not less than: the lowest expenditure leyel ot the three largest 
eJecbica] corporations in Calilomia on a. petcent of revenue bi.sis, 
calculated hom eachu.tWty·s tOtal rev~nue requirement (or the year 
ended December 31.1~, and each utility's total aniltwexpenditure 
under puagtaphs (1). (2), and (3) ot subdi"ision (e) o(Sectioil381 
and Section 382" to fund investments by the utility and other parties 
in any or all o( the following:· . 

(1) COs.t-effective demand-side rri.ailagement sen-iCes to promote 
en~rgy-dfiCiency and energy COnservation. 

(2) New mvesti:nent In renewable energy resotJrte$ and 
technologies consistent with exi.sting st&tutes andregulatioiu which 
promote thOSe resourCes and technolOgies. . 

(3) Research, development and demoiutiatioD prOgiainS lor the 
public interest to ~vailCe sdence or teclmoJ6gy which ts not 
adequately provided by competltiveand regulated markets. 

(4) -Services provided ror lOW-income electricity CUstomer~ 
inclUding but DOt limited to, wgeted energy efficiency serviCe and 
rate discounts. 

Article 9. State Agencies 

388. (8) Notwithstanding any other provision or law. any state 
agenc), may enter into an energy sa\iilgs ton tract With a qualified 
energy service company tor the purchAse or exchange ot thermal or 
e)ecbica.l energy Or water. or to lcXluire energy efficiency and/or 
water tonsetvttion serviCes. tor a tenn not exceeding as years, at 
those rates and upOn those terms that are approved by the agenC}'. 

(b) The DepartDient ot .General SerVi~ or An)' other state or 
local agency mtendiDg to enter Into an energy Savings contract may 
establiSh. p06J 0( qualilied energy service COmpanies bt.sed on 
qualilicatiOris, experience, pricing Or other pertinent (acton. Ener&>' 
service contracts (or individual projects undertaJcen by any state or 
local agenc)' may be awarded through a competitive selection 
process to iiJ.dh.iduals Or Ilnns rdentified in such a pOol. The pool of 
qualilied energy service companies and contractors shall be 
reestabUshed at least every No'O years or shall expire. 

(c) For purpOse$ ot this section, the foUo"'ing definitions apply: 

(END OF ATTACHMENT 4) 
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Chapter I: Introduuion To RDltD Rtp6rt 
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Tago 1 

Rn,-~D "'ORKING GROUP CONSENSUS rOINTS 

Pubtic interest RiM:D aClivities shOuld be 'funded and administered in a nnnner which: 

• is effident and socia1t)' respoosible; 
• is tiIuitable; 
• avoids ot.minimiies untaircompeliti6n: and 
• is t'lexib1c and enCOUrages collaooration. 

Chapter II: Ddining The BOundaries For RD&D Activities 

• Boundary ddiniti6ns (or tom~lilh,t. regulated and pubfic inlerest RD&D sh6uld be brood 300 flexible; 
• RD&:D boundary definitiOns are: 

Comp~t"r;l't RD&:T> iut;\,i/;tt art dirttttd to ..... ard dtl'tloplng sclttJtt or Itchn()/ogy, tht "tnefits o/wMch con bt oppropriattd by the priwJf~ 
ltc(()r mlity mal1ng (he Im't1lmtnl. 

Regula/td niJ&D on/villts ort Jirttltd toward dt\·tlopfng scitnCt or ltc/molog)'. Iht btnt/i/f o!'K'hfclJ ort ulattd 10 tht uglllaftdfimc/ionf oj 
the tntity making tht In\'tslmtnl. 

rllhli~ Infuul fln&n acli,'JI;~.f art clirtcltd tOward (!tllt/oplng scitnre or tulmoloCJ~ I) the htnt/ill oj'tt:hlch aume to Ca/i/omla ("iliUm 
and 2) Ihal art nol adtlJuartly addrtutd by C()mptllfi\'t or ttg/lla!tlI tnr;~lt f. 

• Thtre is a cOntinuum bet\\'ttn the bouMaries o( RD&D and commercia1iZAtion activities~ and 
• CoHaborative RD&O efforts shoufd be tllCOUragtd. 

': 
• , 
I 

• • 
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RD,,~ D \\'ORKING GROUP CONSENSUS POINTS -.{ 
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• C ~~--~~~--~~~~~~----~~=-~~~--------------------------------------------------------------~I'-Chapttr III: Funding or Publit Intertsl RD&D Atthiliu . I 

• 
• 
• 
• 
• 

• 

• 

Surcharge RD&D activities should focus On energy effititnty. renewable technOlogies and envirOnmental issues; 
Surcharge ruoos shouM nOt supPOrt RD&D activities tor nuclear decOO\missioning: 
Sur(h~rge runds should not support RD&:D activities in direct suppOrt or ISO or pX operations; 
Surch~rge funds should focus on RD&D activities,but these activities should be cooneded 10 marlel; 

1m research organizati6n should nOt be prectuded tl~ considering some technOlogy commercialization actiyities, primaril), rdated 10 RD~~D 
activities undertaken using surcharge funds; 

tr a surcharge is impOsed On both electricity and natural gas consumption, thtn a1l ret3il COnsumtrs (e.g .• retail custOmers or IOUs, munis, Irrs, and 
gas pipelines) sh6uld pay the public gOOds charge tor public interest RO&D; and 
Details of surcharge assessment, collectiOn and inOaliort adjustment melhods are br6,ad(r restructuring implementation issues. 

ChAptn IV: Admtnistntion of Public Inlerest RO&O Funds 

• ~esearch otganil.lrion goa1s: serve the broad public inttrtst. support st.lto tnergy pOlicy. and address tile needs of (Oosumtrs; 
• Research orgAnization funcliOns to be discussed in organizational optiOnS are: policy making, planning. cOnducling RDkD. and RD&D adminis[ration~ 
• ReseMch organization perfonnance trileria: Optn planning process; erfective and efficient program implementation; mainfaining public at(ounlabilify; 

and tollaooraling to effeclively leverage (lIlWS and enhance RD&O in(rastnlcture; and . . . 

• lkre are lliree blsie governance optiOnS (, .. ith pofenrial variations and combinations): an integrated. mu1ti-purpose slale, .. ide enlit),; and indtptndcnl, 
single-purpose RD&:D entil),; and a Ulilit)' administrator OptiOn. 

Chapter V: nO .. ~D Transition And Implementation Issuts 

• Failure 10 tollecr surcharge funds priOt to January I. 1998, could dtlay implementatiOn of the public interest RD&D prOgram; 
• Ulili,ies should be allowM to COntinue public interest RD&O activities Unlit the RO is functional; • 
• U,iliries and Ihe RO should cocirdinare 10 ensure an orderl), rransili6n fot public interest RD&O activili~s. 
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• COI\'FERENCE REPORTCOl\UvUTTEE I\NALYSIS 

. , Bill No: 
Author: 

RN: 

AB 1890 
Assembly ~1ember BruIte 
(Principal Assembl)' Coauthors: Assembly Members Conroy, 
Kuykendall, and ~1ardnez) 
(Principal Senate Coauthors: Senators Leonard. Peace and 
Sher) 
(Assembly C()authors: Assembly Members Ackennan, Alby. 
Alpert, Baca, Baldwin, Battin, Baugh, BOlartcJ. Brown. 
Bustamante. CUnneen. Davis, Ducheny. Escutia,Frusetta, 
Gallegos. GOldsmith, Harvey, Hauser, Hawkins. House. 
KalOogian, Katz, Know)es, Machado. Matgett. Mazzoni, 
~1cPherson. ~1i11~r. Morrissey. ~1orr()w. Kevin ~1urray. 
\VUlard ~1urray, NapOlitano. Olberg. Foochigiafi. Pringle. 
Rainey. Richter, Rogan, Takasugi, and \Voods) 
(Senate Coauthors: Senators' Alquist. Ayala, Calderon, Costa. 
Craven, D1I1s, Haynes. Hughes. Johannessen, JohnSton, Kelly, 
Killea, Knowles, KOpp. Le.slie, Maddy, Marks,l\1onteith, 
Petris. Polanco, Rosenthal, Russell and Solis) 
9628401 . e Report date: August 28, 1996 . 

SUBJECT: Electric Industry Restructunng 

\Vere the Conference amendrnentsheard in committee? Yes. ' 
If yes, Were they defeated? No. 

SlThll\IARY: 

The restructuring of the California electricity industry has been driven by 
changes in Federal Law intended to increase competition in the provision of 
electricity. TIuough this B,ill. the Legislature wishes to ensure that 
California's transition to a more competitive elec~ricity market struCtute 
allows its citizens and businesses to achieve the economic benefits of 
industry restructuring at the earliest possible date. c(eates a new market 
structure that provides competitive. low cost and reliable electric .service. 
provides assurances that electricity consumers in the hew mar~et will have 

.., su'fficient infonnation and protection. and preserves California's 'e colll11titment (0 developing diverse. environmentally sensitive electricity 
resOUrces. 
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This Bill provides the legislative foundation for transfonning the regulatory 
framework of California's electric industry. Under the current framework. 
electric energ)' is to sold to retail customers principally by regulated utilities 
with exclusive service monopolies. This framework is partially responsible 
for California's electricity rates being some SO percent higher than the 
national average. This Bill would help create a new electricity market 
structure. ending the utility monopoly on generation and opening the 
generation market to competition. so that retail customers could choose 
among alternative electric energy suppJiers. The transmission and 
distribution of electric energy would continue to be regulated monOpoly 

• servIces. 

The key issues in the transition from the current regulatory framework to a 
competitive market structure are: 1) how to handle the recovery of transition 
costs; 2) how the new market structure should be organized; 3) how system 
reliability should be ensured. 4) how the funding of CUrrent public purpose 
programs should be continued. and 5) how consumers should be protected 
in the new electricity market. 

Transition Costs 
Transition costs, also known as stranded costs. consist primarily of 
continuing obligations for past utility pOwer plant investments and power 
purchase contracts that will not be recovered in a competitive generation 
market. The Bill finds that these costs should be recovered because utilities 
assum~d the original obligations under the previous regulatory structure in 
which they had the exclusive Obligation to provide electric service to all 
conSumers in their territories. These costs are currently included in utility 
rates. 

The Bill provides that such transition costs shall be subjected to accelerated 
recovery through a nonbypassable charge. called the Competttion Transition 
Charge (CfC), levied on all consumers in proportion to the amount of 
electricity they use, subject to two broad restrictions. The first restriction is 
that nO customer shall pay a higher rate for electricity than they paid on 
June 10. 1996. The second restriction is that investor-owned utilities have 
through December 31. 200 I to complete the accelerated rec()Yel}' of all but 
a few of their unecononuc costs. Publicly·owned utilities are also 
authorized to accelerate recovery of their uneconomic costs within a 
framework and schedule that comports with their unique governance and 
fiscal circumstances. 

To further safeguard the interests of the residential and small commercial 
customers of investor-owned utilities. AB 1890 does the following: 

2 

• 

. -
. . 
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'. (I) Provides (or immediate rate savings for residential and small 
. :. commercial consumers by mandating a no less than 10 percent rate 

• .. reduction beginning January I, 1998 and lasting until ~1arch 31, 2002. 

4t " 
(2) I-.fakes these rate reductions possible by creating a unique financing 
mechanism that will pennit "securitization" of a portion of the CTC 
amounts that are already being paid by cuslomers. This portion of CTC will 
be financed over approximately 10 years, producing immediate savings for 

-residential and small commercial customers without creating a debt or 
liability for the state of California. . 

(3) Provides that securitization of the CTC creates significant additiOnal 
benefits fot residential and small commerdal customers that could total 
more than $2 billion by: a) reducing their total eTc costs by at least $500 
million~ b) providing capital for the restructuring by investor-owned utilities 
of stranded long-term obligations and fUnneling savings from such .. 
restructurings, conservatively estimated at $600 million, directly to 
residential and snlall commercial clistomerS, c) guaiding against the 

. imposition of hidd~n financing, transaction and service fees: d) retaining 
interest rate float benefits. conservatively estimated at $120 million, and e) 

. providing the opportunity to achieve additional savings of up to $875 
_million through variable interest provisions and pOssible federal 'tax-exempt 

treatment. 

(4) Establishes a "rue watrtthat completely protects residential and small 
. business consumers (('om having to pay for any statewide policyexernptlons 

to the eTC that are necessary tot reasons of equity or business development 
and retentiOn. 

(5) Through implementation of this Bill, ensures that residential and small 
commercial ratepayers will receive a total cumulative rate reduction of no 
less than 20 percent by April I, 2002 from rates in effect on June 10

1 
1996, 

excluding the costs of energy and monetiza"tion. 

(6) Protects the Interests of utHity employees who might otherwise be 
economically displaced in a restructured induStry by allowing the recovery 
of reasonable employee costs for severanCe. retraining, early retirement. and 
outplacement. 

al\'Iarket Structure . 
• Critical to realizing the benefits of electric industry restructuring and the 

justification for allowing the acceler3_ted recovery of transition costs is the 
establishment of a competitive market structure. free of monopoly power, 
with t~ansparent m<1rket prices. in which customers are able to readily 

3 
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choose among competing providers of electric energy while at the same 
time continuing to receive reliable electricity sen'ice. To accomplish this 
objective. the Bill establishes two new independent, public benefit, non­
profit market institutions, an Independent System Operator and a Power 
Exchange. 

The Independent System Operator will be responsible for providing 
centralized control of the state-wide transmission grid and charged with 
ensuring the efficient use and reliable operation of the transmission system. 
The Power Exchange is charged with providing an efficient, competitive 
electric' energy auction. open on a non-disc~minatory basis to all providers, 
to meet the electricity loads of exchange customers. The Po\ver Excha"nge 
will provide the results of its auction to the Independent System Operator. 
The Independent System Operator will combine the results of the Power 
Exchange auction with schedules for private direct access contracts in a 
manner that provides for the most efficient and reliable Use of the 
transmission system. 

A five-member Oversight Board. comprised of tluee gubernatorial 
appointees who are subject to Senate conflrtnation. a -non-voting member of 
the Senate appointed by the Senate Rules C6ntrnittee. and a non-voting 
member of the Assembly appointed by the Speaker of the Assembly, will 
oversee the two new institutions and appoint governing boards that are 
broadly representative of California electricity users and providers. 

The Bill requires California's publicly-owned electric utilities and investor­
owned electric utilities to commit control of their transmission facilities to 
the Independent System Operator and to jointly advocate a pricing 
melhodolog)' for the Independent System Operator to FERC that provides 
an equitable return on capital investment to all participants. 

The Bill further authorizes direct transactions between electricity suppliers 
and end-use customers, commencing with the operation of the Independent 
System Operator and the Power Exchange, but not later than January l. 
1998. Direct transactions are subject to the payment of relevant transition 
costs and the development by the Public Utility Commission of an equitable 
phase-in schedule. 

System Reliability 
(l) The Bill directs the Independent System. Operator to seek. and the Public 
Utilities CommiSSion to support. authorization by FERC to perform its 
system functions and be able to secure the generation and transmission 
resources needed to achieve specified planning nnd operational reliability 
reserve criteria. 
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-." 
.. (2) To reduce the potential (or system·wide outages such as those that 

., occurred on July 2, 1996 and on August 10, 1996. AB 1890 requires both e the Independent System Operator and the Public Utilities Commission to 
adopt inspection, maintenance, repair and replacement standards for 
transmission and distribution systems. respectively. . 

(3) In the event ofa major power outage that affects more than 10 percent of 
the customers in a given service Mea, the Independent System Operator is 
required to conduct a review as to the cauSes of the outage, the response 
time and effectiveness of the response. and the extent to which an electric 
utility'S operation and maintenance practices enhanced ot underniined the 
timely restoration of service. The Independent System Operator will be 
aut~orized to levy appropriate sanctions on non-perfonning participants. 

(4) The Bill requites the Independent System Operator. in consultation with 
the California Energy Commission. the Public Utilities COnln'lission. and 
concerned regulatory agencies in other \Vestem states. to conduct an 
exhaustive reiiabiIity study of the interconnected transmission and 
generation system that provides electricity to California. It is to provide a 
report to the Legislature. within six months after it receives FERC 
authorization. recommending cost-beneficial improvements to electric 
system reliability fOr the citizens of California. 

(5) AB 1890 expresses Legislative intent to enter into a compact with 
\Vestern Region states that would require the utilities located within those 
states that sell energy to California retail customers to adhere to enforceable 
standards and protocols to protect the reliability of the interconnected 
regional transmission ~nd dislributl6n system. 

Public Programs 
The Bill preserves California's commitmeqt to developing diverse. 
environmentally senshive electricity resOurces which enhance system 
reliability by continuing support consistent with historic levels fOr cost­
effective energy efficiency and conservadon activities, fOr in-state 
renewable energy resources. and (or public goods research. development 
and demonstration (RD&D) that \\;ould otherwise not be provided by 
electridty markets. The Bill also extends t)Ie provisio-ns covering 
expenditures (or services provided to low-income electricity customers. 

111e Public Utilities Commission is authorized to delennine how best to 
utilize funding (or cost-effective energy efficiency nnd conservation and 
public goods RD&D directed towards transmission tlnd distribution. The 
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California Energy Commission is directed 10 recommend to the Legislature 
how best to utilize market·based mechanisms to allocate resources for in­
state renewable energy and authorized to administer the remainder of 
RD&D funds. Publicly·owned utilities retain their authority to collect and 
direct the expenditure of comparabl)' intended funds. Charges for continued 
funding for these programs are unbundled on consumer bills in the same 
manner as are other continuing service charges including those for 
competitively acquired energy. competition transition charges. transmission 
charges and distribution charg~s. All provisi6ns, other than those relating to 
low-income programs, sunset on December 31. 2001. 

Consumer Protection 
The restructuring of the electricity industry will create anew electricity 
market with new marketers and sellers offering new goods and services. 
many of which may not be readily evaluated by the average consUmer. AB 
1890 requires that electricity cOnsumers be provided with: 1) sufficient and 
reliable information to be able 10 compare and select among available 
products and services. and 2) mechanisms to protect themselves against 
unfair or abusive marketing practices; 

The Consumer Protection pt6visions of the Bill require registration of 
sellers. marketers and aggregators of electricity service to residential and' 
small cOnUnercial customers. define information to be provided to 
consUmers and by Whom. provide for the compilation and investigation of 
complaints. extend "anti-slamming" and contract recision protections to 
electricity consumers. and extend private attorney general entitlements for 
consumer damages. 

Responsibility for Consumer Protection is vested 'with the Public Utilities 
Cornnussion and sunsets December 31. 2001 pending legislative review of 
any continuing need. 

By: Conference Con'Lnlittee on Electricity Industry Restructuring 
John Rozsa 

(END OF ATTACHMENT 7) 
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R.94-04-031/I.94-04-032 
0.97-02-014 

PRESIDENT P. GREGORY CONLON, CONCURRING: 

Although I still have some concerns with this proposed 
decision, I will vote for it in order to keep our restructuring 
program on-track to meet the January 1, 1998 deadline. 

I believe that the recent changes made to the proposed 
decision, in response to cOncerns raised by the parties, 
significantly improve the original decision. These changes 

include: 

o Performance-based incentives for the DSM program 
administrators; 

o safegual.·ds to ensure that there will be a smooth hand-off 
between the newly-created"DSM governing board and existing 
utility programs. This will include extending utility 
programs if necessary if the Board is not ready to begin 
operation'by January 1, 1998. . 

And most importantly; 

o Clarifying that nothing in AB1890 was meant to imply that 
energy efficiency programs would automatically "sunsetn 

after the transition period. . 

I remain concerned over the decision's split of research and 
development (R&D) money between the regulated utilities and the 
California Energy Commission. I want to ensure that R&D that 
improves system reliability is adequately funded. As the 
decision" notes, the utilities can request funding for these 
programs from the Energy Commission. I trust that the Energy 
commission will act favorably on utility requests that meet this 
goal. I would also support legislative changes if necessary to 

ensure that this goal is met. 
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PRESIDENT P. GREGORY CONLON, CONCURRING: 

Finally, I am still somewhat concerned over the use of 
Independent Boards to run utility programs such as R&D and Low­
Income programs. This is a new step fot" this C~!nmisBion. and one 
that has never before been undertaken on this large of a scale. 
I believe today's decisioil only lays out the broad framework for 
establishing these independent boards. Additional guidance from 
this Commission will probably be needed to address such issues as 
accountability, public participation, and Commissi6h oVersight. 
This may require tis to make changes in how we regulate arid 
oversee these newly created boards. It may also require at some 
point some changes to existing legislation. 

San Francisco,california 
February 10, 1997 

LsI P. Gregory Conlon 
P. GREGORY CONLON, President 
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Finally, I am still somewhat concerned over the use of 
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