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(See Attachment 1 for List of Appearances)

INTERIM OPINION:
1998 UTILITY ENERGY EFFICIENCY PROGRAMS
PG&E’S PETITION FOR MODIFICATION OF D.67-09-117

Summary
By today’s order we address the applications of Pacific Gas and Electric

Company (PG&E), Southern California Edison Company (SCE), San Diego Gas &
Electric Company (SDG&E) and Southern California Gas Company (SoCal), ¢ollectively
referred to as “the utilities,” for approval of 1998 energy efficiency program plans.
These applications were developed through a joint planning process by the utilities and
the California Board for Energy Efficiency (CBEE), with substantial input from the
public.

We adopt CBEE’s recommendations with respect to the policy rules, budgets,
program design and shareholder incentives that will apply to these programs, with one
exceplion. We double the proposed funding levels for residential standard performance
contracting (SPC) programs proposed for PG&E and SCE, and reduce funding for
nonresidential SPC commensurately. This change better balances the opportunitics for
residential and nonresidential customers to achieve measurable energy savings during
the transition to the new administrative structure.

Today’s decision also adopts several safeguards against the potential anti-
compelitive effects of continuing utility administration in a restructured electric
industry. First, we direct the utilities to display a generic energy efficiency logo when
developed by CBEE on all energy efficiency program materials, rather than use just
their company’s logo and name. We encourage, but do not require, that the utilities
implement their 1998 education, information and energy management services
programs either by employing compelitive bidding to select service providers or by
incorporating these activities in the standard performance contracts developed during
the joint planning process. We direct the utilities to make all contracts, pricing, and

measurement and evaluation methods between themselves and program implementers
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publicly available, so that any compelitor svould have access to the data obtained by the
utility.

In addition, we address the issue of access to customer information, which has
been raised by parties, but not addressed by CBEE. We believe that the appropriate
approach to take during the nine-month period of interim utility administration is the
approach we have taken for the DSM pilot bidding program. Accordingly, the interim
utility administrators shall provide access to customer information to contractors under
the SP'C program and other programs subject to compeltitive bid, at cost, provided that
(1) the contractor has documented its need for such records based on the specifics of its
program implementation or marketing plan and (2) appropriate security arrangenients
have been made that will protect the confidentiality of these records. The utilities shall
negotiate with contractors the specific procedures for (1) releasing customer records

(with or without prior customer consent), (2) contacting the customer with program

information and (3) ensuring confidentialily of customer-specifi¢ information. Until

further notice, these procedures shall also apply to contractors serving under the new
administrative structure. CBEE may review these procedures and propose
modifications for the new administrators by filing such recommendations in
Rutemaking (R.) 94-04-031/Investigation (1.) 94-04-032 and serving them on the Special
Public Purpose service list in that proceeding.

Today’s decision also addresses the issues of cost accounting, fund transfers and
tracking of pre-1998 commitments and carryover funds. We adopt CBEE’s
recommended accounting structure for Public Goods Charge (PGC) funds. PG&E, SCE
and SDG&E will create a new energy efficiency balancing account to receive PGC funds
allocable to energy efficiency activities. SoCal will establish a similar account if and
when a PGC is adopted on the gas side and SoCal’s program funds are transferred to
CBEE. We direct the utilities and CBEE to jointly develop a proposed schedule and
milestones for a funding transfer mechanism related to energy cfficiency PGC funds.
The utilities and CBEE should also work together to review, and modify as necessary,
existing program billing and audit procedures to permit detailed verification and audit

of program spending and funds accounting. The utilities should develop improved
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tabulations of net commitments and carryover estimates and address CBEE’s concerns

about the capability of utility account systems to track 1998 costs associated with pre-
1998 commitments.

Finally, today’s decision approves PG&E’s proposed modifications to the
contract pay out deadlines adopted in Decision (D.) 97-09-117, which are also supported
by CBEE.

i Background
By D.97-02-014, the Commission established iwo advisory boards: the Low

Income Governing Board (LIGB) and CBEE, to make recommendations about low-
income assistance and energy efficiency programs in the restructured electric industry.
Among other things, these Boards were assigned the task of developing requests for
proposals (RFPs) articulating policy and pre giammatic guidelines for new
administrators of these programs, sub;ert to our approval.

In D.97-09-117, we set deadlines 0( October 1, 1998 and January 1, 1999 for
completion of the transition to new energy efficiency and low-income program
administrators, respectively. The utilities were authorized to continue as administrators
of these programs in the interim. For 1998 energy efficiency programs, we directed the
utilities to replace the existing Advice Letter (A.L.) process with a joint utility /CBEE
planning process recommended by CBEE.' Commiiitees of the CBEE worked closely
with the utilities in reviewing early drafts of the ultilities’ proposed 1998 p}ogranx plans.
Similarly, CBEE solicited and received input from the wtilities on early drafts of CBEE’s
proposed interim policy rutes. On October 1, 1997, the utilities filed applications for

1998 program plans.! These applications included proposed revisions to demand-side

"The A.L. process was retained for low-income assistance programs administered by the
ulilities in 1998. Sce PG&E’s A.L 2-39-G/1696-E; SCE’s A L. 1250-E; SDG&E’s A L. 1047-E/
1068-G; SoCal's A.L. 2631.

! In the event that this application process would not provide timely approval, SoCat
concurrently filed A.L. 2632, which is a duplication of SoCal’s application in this proceeding.

Foolnote continued on next page
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management (DSM) rules, program designs and shareholder incentives. As directed by
D.97-09-117, the utilities also included descriptions of their plans to coordinate
customer information services regarding energy efficiency with their plans to educate
customers about their energy choices.

On October 15, 1997, the utilities filed supplements 1o their October 1 filings

pursuant to Ordering Paragraph 11 of D.97-09-117. The supplemental information

included:

* Proposals for a cost-accounting process for transferring surcharge funds to
accounts designated for CBEE activities in 1998;

¢ Information on the size, liming and causes of pre-1998 commitments and
assets or expected revenues that could help offset those commitments during
1998;

e Updated estimates of carryover funds;

¢ Proposals for an accounting mechanism to track the 1998 costs associated with
pre-1998 commitments.

The following parties responded to the utilities” October 1 applications: Energy
Pacific, Marketplace Coalition,” Natural Resources Defense Council (NRDC), National
Association of Energy Service Companies (NAESCO), Office of Ratepayer Advocates
(ORA) and UCONS, L.L.C. (UCONS). CBEE filed comments on the utilities’
applications and supplementary filings.

On October 24, 1997, CBEE held both a public workshop regarding the proposed
1998 program plans and a scheduled board mceting. The following organizations
participated by making oral and written remarks: CBEE, the utilities, Bentley /Enron,

California Demand-Side Management Advisory Committee (CADMAC), California

Because we are addressing all the issues surrounding SoCal’s 1998 program plans in today’s
decision, A.L. 2632 is moot and should be tejected.

* The Marketplace Coalition consists of Energx Controls, Inc., Enron Corporation, Free Lighting
Corporation, George Reeves Associates, Inc., Insulation Contractors’ Association, Occidental
Analytical Group, Quality Conservation Services, Inc., Residential Energy Service Companies’
United Effort, SESCO, Inc., Sierra Club and Winegard Energy, Inc.
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Energy Commission (CEC), Energy Pacific, Insulation Contractors’ Association (ICA),
Marketplace Coalition, NAESCO, NRDC, Planergy, Proven Alternatives, Residential
Energy Efficiency Clearinghouse (REECH), Schiller & Associates, The Service Agency,
Sierra Club, UCONS and Xenergy. CBEE issued a workshop report on November 10,
1997, which was supplemented and corrected on November 19, 1997. In addition, the

utilities updated their summaries of 1998 performance incentives and awards, as

requested by the assigned Administrative Law Judge. SoCal, and SCE filed these
updates on November 19, 1997.' PG&E and SDG&E filed updates on November 21,
1997.

On November 18, 1997, a workshop among interested parties was held to
address unresolved program design issues for the residential SPC program. As a result
of this workshop, the utilities updated their residential SPC program descriptions.
These updates, along with the comments of Marketplace Coalition and NAESCO on
remaining disputed issues were submilted on December 1, 1997 to the Commission and
CBEE. CBEE reviewed the utility proposals and parties’ comments and submitted its
recommendations to the Commission on December 10, 1997.

Before turning to the issues in this case, we observe that CBEE, the utilities and
interested parties worked diligently to develop the 1998 program plansina -
collaborative manner. The parties’ commitment to a joint planning process as the
applications were being developed and after comments were filed narrowed the issues
considerably. We commend the utilities, CBEE and interested patties for their efforts. In
particular, we thank CBEE and its consultants Joe Eto, Joy Schaber and Jeff Schlegel for
the excellent workshop report summarizing the utility proposals, CBEE

recommendations and positions of the parties on disputed issues.

! SCE updated its November 19, 1997 filing on November 21, 1997. The attached tables reflect
SCE's updated information.
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ll.  Policy Rules for Interim Adminlstrator
On September 12, 1997, CBEE issued proposed modifications to current DSM

rules, including program funding guidelines, cost-effectiveness criteria, administrator
petformance criteria, rules governing affiliate transactions and other guidelines. CBEE
solicited input from the ulilities, advisory groups and the public on this document, and

issued a revised set of rules in its November 10, 1997 workshop report.

A.  Positions of the Parties
With the exception of PG&E and SDG&E, all parties support CBEE’s

proposed interim rules without modification. These interim rules are presented in

Altachment 2. For Rule LA, which articulates the Commission’s objectives for energy
efficiency, PG&E proposes language changes that would emphasize the goal of resource
acquisition. For Rule ILF, PG&E recommends fewer reporting requirements for
programs for which cost-effectiveness data are not readily available, and would make
those requirements optional. PG&E also requests that utilities be given a choice between
applying the pre-1998 incentive mechanism or the new 1998 incentive mechanism to
projects commiitted to in 1998 but not completed until 1999. (Rute HLE.) SDG&E
recommends that performance results for interim administrators be verified in the 1999
Annual Earnings Assessment Proceeding (AEAP). As Rule IIL.G. currenily reads, CBEE
would be responsible for verifying the performance results and making

recomniendations to the Commission on reward payments.

B. Discusslon
In D.97-09-117, Conclusion of Law 7, we stated:

“The October 1, 1997 applications may include proposed
modifications to DSM rules, energy efficiency program designs,
and shareholder incentives. These modifications should be
designed to respond to the Commission’s goal of market
transformation and creation of a self-sustaining energy efficiency
services industry. Such proposals should be developed with the
transition deadlines established by this decision in mind.”

We have reviewed CBEE's recommended changes to existing DSM rules

and conclude that they are consistent with this direction. We do not adopt the changes
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proposed by PG&E and SDG&E. CBEE’s Rule I.A captures the clear intent of this
Commission by using the language we adopted in D.97-02-026, Finding of Fact 1.
PG&E’s recommended changes do not comport with this intent. Regarding Rule ILF, we
find that CBEE’s proposed teporting requirements will produce necessary information
for new program administrators, and should be mandatory.

We will defer our consideration of PG&E's proposed modification to
Rule lILE. The applicability of pre-1998 shareholder incentives to projects committed in
1998, but completed in 1999, should be addressed in the new rules being proposed by
CBEE as part of the RFP aevelopment process.

Finally, we agree with CBEE that it should have the responsibility of
proposing a forum for addressing the verification of performance and calculation of
1998 shareholder incentives. We direct CBEE to file a proposed schedule and
procedural forum for the Commission’s consideration of shareholder incentives
associated with the utilities’ 1998 program activities by October 31, 1998. Interested
parties should comment on CBEE’s filing no later than ten days thereafter. CBEE’s
proposal and parties” comments should be filed at the Commission’s Docket Office and
served on the Special Public Purpose service list in Rulemaking 94-04-031/
Investigation 94-04-032 or successor proceeding. We do not rule out the possibility of
considering these issues in the 1999 AEAD, but will defer our decision on procedural
forum and schedule until we have reviewed CBEE'’s proposal and parties’ comments.

We will adopt CBEE’s proposed interim policy rules to govern energy
efficiency activities of the interim administrators, including SoCal. As CBEE
recommends, the application of these rules will be limited striclly to the activities of the

interim administrators during 1998.

IV. Inclusion of Direct Assistance Programs In 1998 Budgets

Before turning to the 1998 program plans and proposed nine-month budgets, we

address anissue raised by PG&E in its October 1, 1997 application regarding the
interpretation of Public Utilities (PU) Code § 381(c)(1), shich was added by Assembly
Bitl (AB) 1980. PG&E’s budget proposal for energy cfficiency programs includes $29.11
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million of funding (combined electric and gas) for direct assistance programs. CBEE

recommends that energy efficiency funds not be used to fund these programs. The

difference in these posilions relates to disagreement over the interpretation of PU Code

§ 381(c)(1). Specifically, the issue is swwhether the $106 million identified as PG&E’s

contribution for electric energy efficiency and conservation activities in that section

includes funding for PG&E’s low-income electric energy efficiency program.

A. Positlons of the Partles
PG&E argues that the $106 million identified in PU Code § 381{c)(1)

represents 1996 authorized funding levels for DSM that include PG&E'’s low-inconie
energy efficiency programs.® According to PG&E, the legislative history supports its
interpretation that funding for all energy efficiency programs, include low-income
programs, is included in that funding anmount. NRDC supports PG&E's position.
REECH also supports funding of low-income direct assistance out of the $106 million
funding level if ¢ost-effectiveness tests are met.

CBEE, on the other hand takes the position that the energy efficiency and
conservation activities in PU Code § 381 are different and separate from the programs
to low-income electric customers enumerated in PU Code § 382. Market Coalition
supports CBEE's interpretation.! CBEE’s interpretation is apparently shared by SDG&E
and SCE, since funding for their low-income energy efficiency programs is not included
in the minimum levels identified by PU Code § 381(c)(1} and adopted by D.97-02-014.

*Sce November 10, 1997 Fiting Of PG&E On Issues of Whether The $106 Million Identified As
PG&E’s Contribution For Cost-Effective Energy Efficiency and Conservation Activities In
Public Utilities Code Section 381(c)(1) Includes the Low-Income Energy Efficiency Program.

* See Markelplace Coalition’s December 1, 1997 filing in response to PG&E’s November 10, 1997
filing cited above.
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B. Discussion
To determine the intent of the Legislature in enacting PU Code § 381(c)(1),

we first turn to the language of the statute. (Delaney v. Superior Court (1990) 50 Cal.3d
785, 798.) The United States Supreme Court stated this principle as follows:

“[IIn 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. Gennan) (1992) 503 U.S. 249, 253-254; 112A S. Ct.
1146, 1149.)

The California Supreme Court explains this fundamentat 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
legistative purpose. A construction making some words surplusage
is to be avoided.” (Dyna-Med Inc. v. Fair Employment and Housing
Commission (1987) 43 Cal.3d 1379, 1386-1387, 241 Cal.Rptr. 67, 70.)

With these principles in mind, we turn first to the specific PU Code
provisions. First, PU Code § 381(a) establishes a nonbypassable charge on local
distribution service, collected on the basis of usage. This section refers to the programs
described in PU Code §§ 381(b) and 382 for the purpose of establishing funding that is

not commingled with other revenues:

“To ensure that the funding for the programs described in
subdivision (b) and Section 382 are not commingled with other
revenues, the commission shall require each electrical corporation
to identify a separate rate component to collect the revenues used
to fund these programs....”

Second, PU Code §§ 381(b) and 382 specify the purposes and funding

levels for which the funds collected under the nonbypassable distribution charge
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established in PU Code § 381(a) are to be used. Specifically, PU Code § 381(b) directs the

Commission to allocate funds

“collected pursuant to subdivision (a), and any interest carned on
collected funds, to programs which enhance system reliability and
provide in-state benefils as follows:

“(1) Cost-cffective energy efficiency and conservation aclivities.

“(2) Public interest research and development not adequately
provided by competitive and regulated markets.

“(3) In-state operation and development of existing and new and
emerging renewable resource technologies....”

Third, PU Code § 381(¢) directs the eleciric utilities to collect and spend

funds for the purposes described above as follows:

“(1) Cost-effective encrgy efficiency and conservation activities
shall be funded at not less than the following levels commencing
January 1, 1998, through December 31, 2001: For San Diego Gas and
Electric Company a level of thirty-two million doltars ($32,000,000)
per year; for Southern California Edison Company a level of ninety
million dollars ($90,000,000) for each of the years 1998, 1999 and
2000; fifty million dollars ($50,000,000) for the year 2001; and for
Pacific Gas and Electric Company a level of one hundred six
million dollars ($106,000,000) per year....”

PU Code § 381(c) continues to describe the funding levels for the other PU
Code § 381(b)-defined activities, i.e., public interest research and development and
rencwable energy programs.

Finally, PU Code § 382 describes the Legislature’s intent with regard to

low-income program activities and funding:

“Programs provided to low-income electricily customers,
including, but not liniited to, targeted energy efficiency services
and the California Alternative Rates for Energy Program shatl be
funded at not less than 1996 authorized levels based on an
assessment of customer nced. The commission shall allocate funds
necessary to meet the low-income objectives in this section.”

Based on the plain language of PU Code §§ 381 and 382, we find no

ground to interpret these provisions as proposed by PG&E. The language and the
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textual construction of these sections distinguishes energy efficiency and conservation
activities (and related funding) from programs and funding levels related to low-
income ratepayer assistance. Further, the Code differentiates between “cost-effective
energy efficiency and conservation activities” and low-income energy efficiency
programs, the latter of which have never been required by this Commission to meet
cost-effectiveness criteria for other energy efficiency programs. The $106 million level is

clearly related to cost-effective programs, and this cannot include low-income energy

efficiency programs. Moreover, this intent is reinforced by the Opching provisions of AB

1890, in which the Legislature distinguishes between programs designed to assist low-
income ratepayers and those designed to achieve the public purpose programs
described in PU Code § 381(b):

“...Itis the further intent of the Legislalure to continue to fund low-

income ratepayer assistance programs, public purpose programs

for public goods research, development and demonsiration,

demand-side management, and renewable electric generation
technologies in an unbundled manner.” (AB 1890 § 1(d).)

In sum, we believe that the statutory language supports the interpretation
that the $106 million authorized for PG&E's energy efficiency programs in PU Code
§ 381(c)(1) does not include funding for electric direct assistance programs. When the
language of the statute is clear and unambiguous, there is no need to go beyond the

words of the statute to extrinsic aids:

“To do so would violate the principle that, ‘When statutory

language is thus clear and unambiguous there is no need for

construction, and courts should not indulge in it."” (Delaney v.

Superior Court, 50 Cal.3d at 800, quoting Solberg v. Superior Court, 19

Cal.3d 182, 198.)

Unless exceptional circumstances dictate otherwise, “[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 Gralane v. State Board of Control (1995) 33 Cal.App.4™ 253,

260.)
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Even assuming, arguendo, that the statute language is ambiguous on the
issue of whether funding for low-income energy efficiency programs is included in PU
Code § 381(c)(1) funding levels, the Conference Report Committee Analysis on the bill
supports our interpretation.” Similar to the language of the statute, the Commiittee
analysis distinguishes betiveen services provided to low-income electricity customers

and energy efficiency and conservation programs:

“The Bill preserves California’s commitment to developing diverse,
environmentally sensitive electricity resources which enhance
system reliability by continuing support consistent with historic¢
levels for cost-effective energy efficiency and conservation
aclivities, for in-state renewable energy resources, and for public
goods research, development and demonstration (RD&D) that
would otherwise not be provided by electricity markets. The Bill
also extends the provisions covering expenditures for services
provided to low-income electricity customers.” (August 18, 1996
Conference Report Commiittee Analysis; D.97-02-014,
Attachment 7.)

PG&E asserts that its interpretation is reasonable because during the

legislative consideration of AB 1890, it offered its entire authorized DSM funding for

1996, including low-income energy efficiency programs, for inclusion in the $106
million per year figure. When construing the purpose and intent of a statute, itis 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. v. Orange County Employees Relirement System Board (1993) 6
Cal.4™ 821, 831.) This admonition is particularly apt in this instance, where PG&E is
relying on its own views and intentions in arguing for a patlicular interpretation of AB

1890. Moreover, the clear language of the statute, as reinforced by the legislative

" Materials such as statutory history, committee reports and legislative debates may be used to
provide guidance on legislative intent, where appropriate. (Perez v. Smith (1993) 19 Cal. App.4*
1595, 1598.)
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history, renders such speculation moot. The funding levels established by PU Code §
381(c)(1) speak for themselves.

With regard to PG&E’s gas energy efficiency budget, we also adopt
CBEE's recommendation to reduce the 1998 budget for gas energy efficiency funding by
the approximately $15 million of gas direct assistance programs contained in PG&E's
proposal.’ Funding for both gas and electric direct assistance will become part of the
utilities’ budget proposals to be reviewed by the LIGB and approved by this

Comnmtission.

V.  Program Plans and Budget
During the course of this proceeding, CBEE and the utilities reached agreement

on most issues regarding the 1998 program plans and budget. We summarize CBEE’s

major recommendations below, followed by discussion of those recommendations and
the major remaining areas of disagreement. A nwore detailed description of CBEE'’s
recommendations are presented in Attachment 3, Sections 2-4 and 6-11. An issue-by-
issue summary of the parties’ positions with respect to these recommendations can be
found in CBEE’s November 10, 1997 Workshop Report, as corrected and supplemented
in CBEE’s November 17, 1997 supplemental filing.

A.  CBEE Recommendations
Table 1 in Attachment 4 presents CBEE's recommended nine-month 1998

program budget for each utility, by program category. To reserve sufficient funding for

the new adminisirators, CBEE recommends a cap on 1998 program funding for the

* In its November 10, 1997 filing, PG&E mistakenly characterizes CBEE’s position. On page 7 of
that filing, PG&E contends that CBEE proposes to double count the low-income energy
efficiency funding by retaining the amounts in both the eneigy efficiency and the low-income
assistance budgets. This is not CBEE’s posilion, as explained in the November 10, 1997
workshop report. (See Table 1i-1, footnote **.)
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utilities of 85% of Commission-adopted levels.! CBEE’s recommended budgets do not
exceed this cap.

As indicated in Attachment 4, the utilities will offer standard performance
contracting (SPC) in 1998 as a new program component. With SPC, the utility offers
fixed prices to customers or energy service companies (ESCOs) for measurable energy

savings achieved by the installation of specific energy efficiency projects. A standard

contract will specify the 6perating rules of the program, including cligible projects.

Payment will be subject to performance measurement, as detailed in measurement
protocols attached to the standard c¢ontract, and will extend over a period of years.
Under the final CBEE recommendations, PG&E will allocate
approximately $16 million to SPC ($2.4 miltion for residential; $13.6 miilion for
nonresidential), or 24% of its nine-month energy efficiency program budget for 1998.
SCE will allocate $17.8 million to SPC ($1.8 million for residential; $16 miillion for
nonresidential), or about 31% of its nine-month program budget. For SoCal, SPC
comprises 15% ($3 million) of its nine-month program, and is targeted to residential
markets. SDG&E allocates 49% ($11 million) of its program funding to SPC, broken
down as follows: $3.1 million for residential and $7.9 million for nonresidential markets.
CBEE recommends specific revisions to the utililies” SPC programs to ensure that there
is greater consistency among the programs and that the programs are consistent with

the interim policy rules. (Se¢ Attachment 3, Section 6.)

* CBEE expects that the new administrators will be fully operational by October 1, 1998,
consistent with the deadline established in D.97-09-117. Should it become apparent that new
administrators will not be fully operational by October 1, 1998, and itis appropriate for the
utilities to continue as interim administrators, or that some programs or activities should be
transferred to new administrators before October 1, 1998, the CBEE will recommend
modifications to these budgets as part of its updated status repoit on the transition to new
administrators to the Commission in April, 1998, pursuant to D.97-09-117, Ordering
Paragraph 3. The Assigned Commissioner may also issue a Ruling to make any necessary
procedural changes to address this situation, such as allowing utilities to continue as interim
administrators until the new adminisirators are in place and to authorize budgets for this

purpose.
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In addition, the utilities will set aside funds for third-party recommended
proposals and initiatives. The amounts allocated to this purpose total $8.9 million for all
four utilities. At least 50% of third-party proposal funds are reserved for the residential
sector. CBEE makes specific recommendations regarding program definition, the
process for soliciting proposals and for reporting projects for affirmation by CBEE.
(Attachment 3, Section 4.)

The utilities will also fund market transformation initiatives targeted to
“upstream” and “midstream” market actors, such as governmental entities responsible
for technology, equipment and system standards, design professionals, vendors and
building developers and contractors. For example, PG&E’s Natural Cooling program
pursues education of officials about the need to upgrade relevant building codes.
PG&E's Design Assistance program will offer support services to the design community
as well as coordinate information exchange and collaboration. SCE plans to augment
the nationwide device rating and labeling effort through its retail Energy Star program
for highly energy efficient window/window frame systems. Through its Encrgy
Efficient Motors Programy, SDG&E will offer incentives to dealers to stock and promote
high efficiency motors.

The 1998 budgets include end-user informational programs and selected
incentives directly to end-users (“downstream” targets ). For example, SCE will offer
interactive energy efficiency services to its customers through the internet’s world wide
web (e.g., web-based energy audits and live chats with energy efficiency experts). SoCal
plans to inform residential consumers, contractors and retail providers about energy
efficiency oplions through a “Home Energy Fitness Program” consisting of self-audit
surveys. PG&E’s 1998 Comfort Home program will provide a central, organized
incentive program for the residential new construction market. PG&E, SoCal, SDG&E
- and SCE will continue to offer downstream incentives to nonresidential customers for

energy efficient equipment, particularly in those sectors not readily targeted by third-

party providers (e.g., small commerciat).

For measurement, forecasting and regulatory reporting (MFRR), CBEE

recommends that the Commission authorize only MFRR items in support of PGC-

-16 -
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funded 1998 activities (e.g., no activities associated with pre-1998 program activities and
no forecasling.) CBEE affirms support for CEC data collection and CADMAC market
effects studies, but recommends that the Commission fund these activities with PGC
funds only after it has been demonstrated that there is insufficient carryover funding
available.

CBEE also recommends that specific programs and budget items
originally proposed by the ulilities be eliminated from further consideration, as

described in Attachment 3.

B.  Discusslon
In D.97-02-014, we articulated our goal of developing a fully competitive

market in energy efficiency services through market transformation. We described a

two-pronged approach for achieving that goal:

“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 programs that will
simultancously 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.” (D.97-02-014, mimeo., p. 21.)

To this end, we established a new administrative structure for energy
clficiency programs, consisting of an independent Board (CBEE) and administrators

selected through competitive bid. Our original goal was to have this new administrative

structure fully operational by January 1, 1998. In D.97-09-117, we recognized that the

transition would take more time than initially anticipated, and authorized the utilities
to continute as interim program administrators until October 1, 1998. However, we
cncouraged CBEE, the utilities and interested parties to propose modifications to policy
rules, program designs and sharcholder incentives that would start the transition
toward a more compelitive cost-effective energy efficiency marketplace and move

toward programs with market transformation characteristics during 1998.

-17-
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With one exception, we are satisfied that CBEE’s recommended 1998
program plans and budgets meet these objectives. We believe that residential
ratepay‘ers should have a greater opportunity to participate in the new SPC program
than currently proposed. We note that overall funding for residential SPC is
approximately one-fourth the level proposed for nonresidential SPC. Since this
program is the primary vehicle for retrofit applications in 1998, we find the disparily in
funding to be unacceptable. At the same time, we recognize that the residential market

is also served by other programs, such as third-party initiatives, direct inceatives and

information programs. A reasonable rebalancing of program funding is to double the
amounts allocated to r’esid_enlial SPC for PG&E and SCE, and to reduce the amounts

allocated to nonresidential SPC commensurately. Sinice SoCal has only a residential SPC
program, no adjustments are necessary. SDG&E’s allocation between residential and
nonresidential SP’C programs are already reasonably consistent with the new
allocations we adopt for PG&E and SCE.

We have considered parties’ comments regarding remaining areas
disputes on program design and pricing, as summarized in CBEE’s November 10, 1997
workshop report and November 19, 1997 supplemental filing. We have also carefully
considered the comments on residential SPC design and CBEE’s December 10, 1997
recommendations. As an interim proposal, we find that CBEE's program design
recommendations appropriately encourage more conpetitive bidding than undertaken
in the past, as well as more customer parlicipation and third-party accountability. These
recommendations strike a reasonable balance among many different views on how
market transformation programs should be designed during the transition to a new
administrative structure. We endorse CBEE’s recommendations for greater consistency
among the utilities with regard to SP’C programs. With regard to the SPC program
design issues that have not been addressed by CBEE in its recommendations and
remain disputed (see Attachment 3), we note that these types of program design issues
have regularly been left to the discretion of the wtilities in prior program years, so that
they may tailor their programs to the specific needs and circumstances in their service

territories. We will continue that practice during the first nine months of 1998, i.e.

-18-
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during the utility interim adminisiration period. Hoswever, to the extent that these
issues are also applicable to the progranis being designed under the new administrative
structure. we expect CBEE to consider them further with continued public input.

We direct the utilitics to submit to CBEE the specifics of their residential
SPC programs in conformance with CBEE’s guidelines and recommendations. In
addition to containing a complete description of the SPC residential program, the filing
should include any revisions to the net benefits used in performance awards. (See
Attachment 3.) The utilities should woik with CBEE and its consultants in developing
this material and submit the docuientation no later than fifteen days after the effective
date of this decision. We ’emphasize that (he ulilities’ submittals should not attempt to
relitigate any of the issues addressed by today’s decision. At its earliest opportunity,
CBEE should address the utility submittals at a Board meeting, and send a letter
summarizing the results and any subsequent recommendations to the assigned
Commiissioner and Administrative Law Judge. Copies of the utility submittals and
CBEE’s letter should also be sent to the Special Public Purpose service list in
R.94-04-031/1.94-04-032.

With regard to concems about the lack of coordination betwveen SoCal and
SCE, we too are disappointed that these utilities did not coordinate more closely and
offer to administer programs jointly. We expect the new administrators to offer all
energy efficiency programs, including SPC, on a dual-fuel basis. We support CBEE's
efforts to encourage “fuel blind” programs by requiring that SoCal and SCE offer dual-
fuel information and recommendations in their energy management programs.

For the reasons stated above, we adopt CBEE's recommendations on
program design and budgets as presented in Attachment 3, with the exception
discussed above. Accordingly, funding for 1998 residential SPC will be increased to the
following levels: PG&E, $4.83 million; SCE, $3.6 million; SDG&E, $3.134 miltion; all

utilities, $14.514 million.” Funding for nonresidential SPC will be decreased to the

® This total amount includes SoCal's residential SPC progrant funded at $2.95 million.
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following amounts: PG&E, $11.27 million; SCE, $14.2 million; SDG&E, $7.958 million;
all utilities, $33.428 million. If there are not sufficient cost-effective residential SPC
projects to utilize all of the allocated funding, then the remaining residential SPC funds
either shall be allocated to other residential programs during the utilities’ 1998
administration, or be allocated to residential programs under an independent
administrator over the balance of 1998. If utilities have any unallocated funds within
their approved nine-month budgets, they may increase nonresidential SPC programs
up to the CBEE-recommended levels.

We note that CBEE did not address several issues raised by parties

relating to potential anticompetitive advantages of the interim administrators." In

particular, the Market Coalition argues that third parties, not ulility employees, should
be used to implement energy management services and information programs, if they
are to continue. In this way, the utilities cannot use PGC money to fund their efforts to
secure a reputation as independent energy experts, without any competilion from other
providers of such services. For similar reasons, the Market Coalition recomniends that
all 1998 programs be performed in the name of the CBEE or the Commiission.

In addition, the Market Coalition and REECH propose that all program
cost and price information learned by the interim administrators be open and public.
These parties argue that utilities will otherwise obtain an unfair advantage with respect
to 1) subsequent competitive bidding for PGC administration and 2) in designing and
implementing actual energy efficiency programs and projects as an energy efficiency
service provider, through cither the utility itself or its subsidiaries.

These conceins have merit. As we recognized in D.97-02-014, the utilities
have considerable incentive to promote their own business interests in the restructured

electric industry environment. As discussed further below, our adoplion of sharcholder

" As CBEE explains, it had the time and resources to address only issues it identified as
“major.” The issues discussed below were categorized as “other” by CBEE inits workshop
report, and were not addressed.
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incentives has always been to offset the inherent disadvantages to a uiility of promoting
energy efficiency, rather than the increased use of electricity. However, sharcholder
incentive mechanisms do not address the potential anlicompetitive effects of allowing
the utilities to administer energy efficiency programs well into 1998.

The energy efficiency programs administered under the new
administrative structure should display a generic energy efficiency logo developed by
CBEE. The issue is whether to initiate this change at the oulset of 1998, or vait until
October 1998. We believe that identifying the programs under a generic logo at the
outset will: (1) avoid customer confusion, (2) reduce information costs (less reprinting
later) and (3) facilitate the transition to independent administration. Furthermore, any
materials or programs (e.g., web sites, training materials, etc.) developed by the interim
administrators with PGC funds should be the property of the CBEE and the

Commission. ¥We leave it to CBEE to develop one or more appropriate statewide logos”

for energy efficiency that all of the utilities will use on their 1998 program materials, if

feasible in the time frame, but not later than October 1998. There should be co-branding
in order to disclose to the public what entities are serving as program administrators.
We also agree in concept with the Marketplace Coalition that utitities
should implement their energy management services programs by means of either 1)
using the SPC system or 2) employing compelitive bidding to select service providers
under these programs, rather than assign the work to utility employees. In terms of
information and other education programs, we note that these categories include some
market transformation programs initiated last year. However, given the limited
duration of the interim utility administration, we do not find it prudent to change
personnel or otherwise disrupt these programs. Accordingly, we will encourage but not
require the ulilities to employ competitive bidding or use the SPC system to select

service providers for encrgy management services programs, and information and

" For example, the CBEE may find that an already existing logo, such as the EnergyStar logo, is
appropriate for co-branding on some materials.
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other education programs. This is consistent with the CBEE’s recommendation to
encourage the use of private firms to implement programs or deliver services, while
recognizing that competitive bidding may not be practical for 1998 programs.

In addition, consistent with procedures we used in the pilot DSM bidding
cfforts, we direct the utilities to make all contracts, pricing, and measurement and
evaluation methods between the utilities and program implementers (e.g., ESCOs)
publicly available, so that any competitor would have access 10 the data. This will also
allow later proposals to take advantage of prior information, upgrading the entire
industry.

Finally, we address the issue of access to customer information, which has

been raised by parties, but not addressed by CBEE. We believe that the appropriate

approach to take during the nine-month peried of interim utility administration is the
approach we have taken for the DSM pilot bidding program. In D.93-02-041, we

addressed this issue as follows:

“The California Supreme Court, in People v. Blair ((1979) 25 Cal 3d
640, 653-659) found that a utility customer in California has a
reasonable expectation that the records maintained by the utility
will not be provided to a third party without legal process. In the
past, we have restricted the release of customer billing and credit
records in situations where the activities of the third party are
clearly unrelated to utility business.” However, we have permitted
the release of this information in situations where a third party is
working for the utilily in the capacity of a collection agent. (D.92860
5 CrucCad 745, 771-772). In D.91-01-016, we reiterated our
expectation that customer records be used only for utility-related
aclivities:

“'The constitutional right to privacy exists where there is a
reasonable expectation that certain personal information
would remain confidential and used only for business purposes
of the enlity retaining the records....” (emphasis added.) (D.91-
01-016. 39 CPUC2d 209, 261.)

1 See D.8859 (83 CPUC 559), D.92860 (5 CPUC 2d 745) and D.92-03-031, mimco.
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“Under the bidding pilots, thivd parties will be delivering DSM
services and associated savings that the utility would otherwise
have provided with current, planned or expanded DSM programs.
In effect, the winning bidders are acting as agents of the utility,
providing DSM services under specific contractual arrangements. If
there were no winning bidders, the utility would use its access to
customer-specific records to market its own in-house DSM
programs without the prior written consent of individual
customers.

“Under these circumstances, we agree with SESCO that customer
billing records should be made available to winning bidders, at
cost, provided that (1) the svinning bidder has documerited its need
for such records based on the specifics of its program
implementation or markeling plan and (2) appropriate security
arrangements have been made that will protect the confidentiality
‘of these records. This may or may not involve obtaining prior
written consent from each customer. Withholding billing
information from winning bidders untit each customer has been
contacted and has given their written ¢onsent may be unworkable
for certain DSM applications and marketing approaches:

“"To determine which houses are in greatest need of
weatherization, SESCO needs past billing data. Without it,
SESCO cannot even determine whether a particular house or
apartment has electric space heat or electric water heat or
whether the ¢ustomer’s usage pattern altows cost-effective
weatherization. Without such data, SESCO must contact
every residence in any geographic area, offering free
treatment provided that the customer’s usage pattern
warrants it. Then, if the actual usage pattern cannot justify
treatment, SESCO must contact the customer and tell her
that no treatment will be provided. This is completely
unworkable and is likely to generate customer complaints,
as well as wasling marketing costs.” (SESCO comments, p. 6.)

“Should customer-specific billing records be released to winning
bidders (with or without prior customer consent), appropriate steps
must be taken to ensure that this information is kept confidential
and used only for the purpose of the winning bidders’ DSM
projects. We expect PG&E, SDG&E, SCE and SoCal to negotiate
these procedures with winning bidders on a case-by-case basis.
Procedures adopted in other states that conduct competitive
bidding for DSM services should be reviewed and considered...
(D.93-02-041; 48 CPUC2d, 199, 209-210.)
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Since the issuance of 1.93-02-041, this Commission has approved procedures

under the bidding pilots that provide historical usage data to the winning ESCOs. Some

of the utilities also provide such information to their direct assistance program provider
and to outside consultants for analysis without the prior approval of customers. To our
knowledge, there have been no complaints about the provision of this data by any
customer. We direct the interim utility administrators to make customer billing records
available to contractors under their SPC programs and other programs subject to
competitive bidding, at cost, consistent with the above procedures. Until further notice,
these procedures will also apply to contractors serving under the new administrative
structure. However, CBEE may review these procedures and propose modifications for
the new administrators by filing such recommendations in R.94-04-031/1.94-04-032 and
serving them on the Special Public Purpose service list in that proceeding.

We emphasize that the program funding levels and program designs
adopted today are interim in nature, and apply only to ulility programs undertaken
during 1998. We expect that CBEE and market participants will use this interim period
to further refine market transformation initiatives so that future generations of
programs under the new administrators will be even more effective in achieving our

goals.

VI.  Shareholder Incentive Mechanisms
During the joint planning process, the utilities and CBEE (with input from the

public) agreed on modifications to the current shareholder incentive mechanisms, with
some remaining objections by SoCal. In the following sections, we first briefly describe
the modifications to design and reward levels recommended by CBEE and the utilities.
Then we summarize the positions of the parties on funding sources for sharcholder

incentives, followed by a discussion of the major areas of remaining disagreement.

A.  Incentive Mechanisms: Design and Reward Levels
The current shared-savings incentive mechanism applies to energy

efficiency programs that displace supply-side resources. Under this mechanism, the

utility receives 30% of net benefits (energy savings net of costs) measured over a ten-
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year period. The earnings are uncapped. They are paid in four installments based on ex
post savings, i.e., savings measured after measure installation.

For programs where savings measurement is difficult, such as energy
management services, our current performance adder incentive mechanism calculates
earnings based on 5% of program expenditures."

Attachment 5 presents a summary of the utility proposals for 1998
shareholder incentive mechanisms and utility-specific tables that show the breakdown
of estimated awards by type of performance basis.

As described in that attachment, the proposed shareholder incentive
mechanisms now include milestones that relate to program management achievements,
program activities or changes in markets due to the program. Management-based
milestones include deadlines for implementing the program or completing training

sessions. Program Activity-based milestones include the number of designers trained

and the number of energy efficiency measures installed. Market Changes and Market

Effects-based milestones are based on observable changes in stocking or availability of
energy efficient measures and equipment, or on demonstrable changes in awareness
and knowledge.

For those programs subject to shared-savings, such as direct rebate
programs, the utilities propose shareholder incentive mechanisns that substantially
reduce the current shared-savings percentage and impose an earnings cap. At the same
time, the utilities propose to 1) reduce the savings measurement period, 2) reduce the
number of payment installments and 3) base earnings on ex ante savings eslimates
developed from previous year ex post studies. With the exception of SoCal, the utilities
agree with CBEE’s recommendations on earnings caps. In addition, CBEE recommends
that the Commission direct the utilities to rely on consistent milestones as the basis for

SPC performance awards. SoCal objects to these modifications.

" A delailed description of the shared-savings and performance adder incentive mechanisms
and their development can be found in D.94-12-021 and D.95-12-054.
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B.  Funding Sources for 1998 Shareholder Incentives
SDG&E and PG&E recommend that 1998 shareholder incentives be

funded from 1998 electric energy efficiency surcharge funids and gas program funds.

This represents an estimated $3.2 million in incentives for SDG&E and $9.2 millionin

incentives for PG&E for nine-month programs. SCE similarly recommends surcharge
funding for its electric energy efficiency incentives, estimated at $6.6 million for a nine-
month program.

SoCal proposes that 1998 incentives, estimated at $1.6 million for a nine-
month program, be paid from previously collected DSM funds. SoCal also proposes
that 75% of remaining unrecovered earnings for program years 1994 through 1997
(estimated at $12.4 million) be authorized at this time and also paid from previously
collected DSM funds. The measurement and evaluation protocols for program years
1994 through 1997 would also be modified.

CBEE recommends that all 1998 sharcholder incentives, including for
SoCal, be funded out of the nine-month budgets. For the electric programs, this means
that shareholder incentives would be funded from PGC funds. For gas programs,
shareholder incentives (and program funding) would be funded through changes in
rates.

Marketplace Coalition recommends that the Commission determine the
cost recovery and ratemaking treatment of sharcholder incentives for electric programs
at a later date, and direct the electric utilities to remove the incentive amounts from
their PGC-funded budgets. Marketplace Coalition supports SoCal’s proposal to fund
1998 program sharcholder incenlives from carryover funds, as long as they are capped

(along with MERR funding) to funds that are not otherwise encumbered.

C.  Discussion
Before addressing the issues surrounding proposed modifications to

curcent shareholder incentive mechanisins, it is useful to recall why they were initiated
in the first place. Shareholder incentives for DSM were initiated in the carly 1990s to

motivate utilitics to invest in cost-effective energy efficiency, rather than invest in more
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costly supply-side resources. In establishing the most current form of those incentive
mechanisms, we first carefully assessed the risks and rewvards facing utilities on the
supply side, and developed incentive mechanisms that would offset the regulatory and
financial biases against energy efficiency (or in favor of supply-side resources). We
developed shared-savings mechanisms to encourage procurement of energy efficiency
resources (for “resource savings”), and performance-adder mechanisms to encourage
energy management services and other programs that supported our goals but did not
result in measurable resource savings. (Se¢ D.94-10-059.)

In D.97-09-117, we recognized that the ¢urrent wiility incentive
mechanisms, particularly shared-savings mechanisms, might not be compatible with
the types of market transformation programs we wanted the utilities to initiate during
the extended transition to new administrators. We therefore offered the parties the ‘
opportunity to develop modifications to these mechanisms in a consensus-building
fashion. (D.97-09-117, mtimeo., pp. 15-20.) In viewing the resulling proposals, we take the
perspective that these modifications should offer improvements to the status quo in
terms of compatibility with market transformation activities.

CBEE's proposed modifications to existing shareholder incentives meet

these objectives. They clearly move in the right direction by reducing emphasis on

resource savings and introducing performance milestones based on criteria more suited

to market transformation objectives.

We have reviewed the remaining areas of disagreement, and conclude
that, for the interim period, CBEE's recommendations represent a reasonable balancing
of considerations related to incentive design. In particular, the Marketplace Coalition
takes the position that 1) the proposed shareholder incentive amounts are excessive 2)
the pay out provisions are too front-loaded and 3) the measurement requirements are
insufficient. We note that the proposed shareholder incentive mechanisms reduce the
current shared-savings rates substantially and also cap incentive levels, in contrast to
the current uncapped 30% share rate. As an interim incentive mechanism, applying
only to the next nine months of utility administration, the reduction in measurement

studies and payment installments represents a reasonable quid pro quo for the sizable
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reduction in potential rewards. As we discussed in D.97-02-014, the utilities still have
significant disincentives to promoting energy efficiency in the new competitive
environment that shareholder incentives are designed to offset. (See D.97-02-014, miweo.,
pp- 23-24.) This disincentive also applies on the gas side, since the natural gas industry
has been ¢compelitive for several years. Changing the utilities’ carnings potential at this
juncture without modifyiﬁg other aspects of the incentive mechanism would, in our
view, create an unacceptable imbalance in risks and rewards.

We have also considered SoCal’s objection to the earnings cap imposed by
CBEE. We concur with CBEE’s judgment on the level of potential earnings for SoCal,
given the overall balance of risks and rewards proposed by SoCal in its application.

For the reasons stated above, we will approve CBEE’s reccommendations
on shareholder incentives, as presented in Attachment 3. We direct SoCal to resubmit

the specifics of its shareholder incenlive mechanism, including the mechanism for SPC

programs, in conformance with CBEE’s guidelines and recommendations. SoCal shall

work with CBEE and its consultants in developing this material and submit the
documentation no later than twenly days after the effective date of this decision. At its
carliest opportunity, CBEE should address SoCal’s submittal at a Board meeting, and
send a letter summarizing the results and any subsequent recommendations to the
assigned Commissioner and Administrative Law Judge. We emphasize that SoCal’s
submittal should not attempt to relitigate issues that have been addressed by today’s
decision. Copies of SoCal’s submittal and CBEE's letter should also be sent to the
Special Public Purpose service list in R.94-04-031/1.94-04-032.

We emphasize that these shareholder incentive mechanisms are interim in
nature. Qur approval of these mechanisms does not represent our endorsement of them
as the basis for performance standards under the new administrative structure. As we
discussed above, shareholder incentives are developed to address very specific
disincentives to energy efficiency experienced by regulated utilities, In D.97-02-014, we
stated that no sharcholder incentives would be associated with contracts between the

new administrator and the Board. (D.97-02-014, mimeo., p. 31, Conclusion of Law 7.)
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On the issue of funding 1998 shareholder incentives, the ratemaking
circumstances surrounding the utility applications as interim administrators are
distinguishable from those related to pre-1998 shareholder incentives. As the
Marketplace Coalition points out, in D.97-02-014, Conclusion of Law 7, we stated that
funding for utility shareholder incentives“should not come from the levels authorized
today for PU Code § 381(c)(1).” However, at that time we were referring to utility
shareholder incentives associated with pre-1998 program activities. We anticipated in
that order that the new program administrators for energy efficiency programs would

be in place by January 1, 1998. Had that deadline been met, the new program

administrators would be conducting market transformation programs, instead of the

utility interim administrators. All payments to the new administrators, including profits
resulling from the difference betiveen the bid and actual administration costs, would
have been funded out of 1998 PGC funds. Itis reasonable to fund 1998 shareholder
incentives to the utilities as interim adminisirators in the same manner. This ratemaking
treatment will apply only to awards associated with PGC-funded electric energy
efficiency activities. | '

The amounts under the “Performance Award Cap” category in
Attachment 4 that are not PGC-funded (i.e., that relate to gas-side incentives) should be
recovered through changes in rates, consistent with current practice. We will not
authorize SoCal to fund its 1998 sharcholder incentives out of program carryover funds.
Those funds are traditionally returned to ratepayers or, in select cases, to fund future
program activities. Morcover, we are still considering the possible use of at least some
of those funds to address prior program-year commitments, as discussed below. The
ratemaking treatment of shareholder incentives should be consistent among the
utilities, and will not approve an exception for SoCal.

We have reviewed SoCal’s request to modify the shareholder incentives
mechanism for remaining unauthorized earnings related to program years 1994-1997.
We do not approve these changes. While we understand SoCal’s motivation to reduce
the measurement requirements for the remaining payment installments related to these

program yecars, we believe that modifying the incentive mechanism in such a retroactive

-29.
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fashion is inappropriate. Moreover, SoCal’s situation is not justifiably different from
PG&E, SCE and SDG&E, who would be treated differently if SoCal’s proposal were
approved.
Vil. Cost-Accounting System and Fund Transfer Mechanism

In D.97-09-117, the Commission ordered that the CBEE not “establish bank
accounts and trust funds, and not...establish themselves as a Public Benefit
Corporation” until such time as necessary Internal Revenue Service rulings are
available. Additionally, as described above, the ultimate administrator of energy
efficiency programs has not yet been identified. The utilities are acting as interim
adminisirators. Consequently, the cost-accounting system must accommodate the fact
that there will be a hiatus during which (1) CBEE is unable to receive funds and (2) the
new administrator has yet to be named. In addition, as indicated in Ordering Paragraph
11, the sys‘tem must accommodate the Commission’s position that there be “no
commingling of surcharge funds with non-eneigy efficiency activities unless approved
by the Commission.”

CBEE, PG&E, SDG&E and SCE support a three-phase approach to the cost-
accounting system:"

¢ In Phase 1, before CBEE has legal authority to receive funds, the utilities will
continue to administer and implement 1998 energy cfficiency programs and
incur expenses associated with pre-1998 commitments. The utilities will
continue to pay invoices for CBEE’s start-up costs as authorized by the
Commission in D.97-07-044, D.97-05-041 and D.97-09-117.

Phase 2 spans the date when the CBEE has the authority to receive funds to
the date when activities are transferred to a new administrator. During this
period, funds for the operation of CBEE will be transferred to CBEE or CBEE-
designated entily.

" SoCal's supplementary filing does not include a specific cost accounting proposal, but states
that “the mechanism established for electric [investor owned utilities] will providea f ramework
for the pending gas surcharge mechanism.” (SoCal’s October 15, 1997 Supplement, p.1.)
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 Phase 3 begins when the new administrators are established, and the utilities’
1998 role as interim administrator ceases. At this point, energy efficiency funds
will be transferred to the administrators or other CBEE-designated entity.

However, the utilities differ on certain implementation issues. As CBEE observes,
at least one new balancing account needs to be created to accommodate the non-
commingling of the public goods charge funds with funds authorized and collected for

pre-1998 program dollars. SDG&E and SoCal propose retaining the existing DSM

balancing account system. PG&E proposes to fold existing balancing accounts into a

new, eneigy efficiency balancing account.* SCE proposes to track all energy efficiency
revenues and expenses associated with program years after December 3t, 1997 in a
public purpose adjustment mechanism that also tracks funds for research development
and demonstration and renewable energy programs. (See A.L. 1251-E)

We will adopt CBEE's recommendation that PG&E, SDG&E and SCE create a
new encrgy efficiency balancing account to receive PGC funds allocable to energy
efficiency activities. The existing DSM balancing accounting will be maintained in one
account, with unspent pre-1998 balancing account funds and expenditures associated
with pre-1998 commitments (such as pre-1998 bidding program obligations) reflected in
this account. No new PGC moneys will be credited to the DSM balancing account.
Rather, a second new account will be established to track PGC funds that are allocable
to the allowed 1998 energy efficiency programs, operating costs of the CBEE and the
funds directed by the CBEE to a new administrator. This approach best provides a clear
accounting trail for encrgy efficiency activities during and after the transition to the
new administrative siructure, For PG&E and SDG&E, the new account will receive

funds allocable to both gas and electric programs. This accounting structure will also

"* PG&E also proposes creating a public purpose program low-income balancing account, but
this is an issue for the LIGB.
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apply to SoCal when a similar PGC is adopted on the gas side and SoCal’s program
funds are transferred to CBEE.”

As discussed in CBEE’s comments, fund transfers must occur in phases2and 3
described above, and a schedule and method of transfer must be agreed upon. The
utilities have suggested, and the CBEE agrees, that a mutually-acceptable funding
transfer mechanism and schedule of transfers be'developed by CBEE and the utilities. In
D.97-09-117, we adopted this approach for transferring RD&D and Renewvables funds to
the California Energy Commission.

ACCOidingly, we direct CBEE, PG&E, SDG&E and SCE to jointly develop a
proposed schedule and milestones for a funding transfer mechanism related to energy

efficiency programs. The milestones should include: 1) the joint filing of a statement

listing (with specificity as to times, dates, amounts and implementing mechanisms) all

funding transfer issties on which the parties have reached agreement, 2) separate
pleadings addressing all funding transfer issues on which the parties have not reached
agreement and 3) responsive pleadings on disputed issues and 4) implementing A.L.
filings.

The joint schedule and milestones should be filed no later than 90 days after the
effective date of today’s order. Interested parties may comment on this filing no later
than 15 days thereafter. Copies of the joint schedule and milestones and all comments
shall be filed at the Commiission’s Docket Office and served on the Special Public
Purpose service list in R.94-04-031, 1.94-04-032.

The utilities’ supplemental filings are largely silent on the matter of the
verification and audit of the old and new balancing account entries, and program
funding levels. Under D.97-02-014, utility-reported values are subject to verification by
CBEE. (S¢e D.97-02-014, ntimeo., p. 37; Conclusion of Law 85.) It is important that the

internal methods for allocating labor, other expenditures and funds to the appropriate

¥ Under D.97-02-014, as clarified by D.97-04-044, SoCal has the option of continuing to operate
its own energy efficiency and low-income programs until a gas surcharge is in place.
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DSM accounts be revised, as necessary, to accommodate such future verification and
audit exercises and the creation of the new balancing accounts.

The utilities should work with CBEE to review, and modify as necessary, existing
program billing and audit procedures to permit detailed verification and audit of
program spending and funds accounting. Although SoCal continues to operate its own
energy efficiency programs until a gas sutcharge is in place, it should participate in this
effort. As we stated in D.97-06-108, and reiterated in D.97-09-1 17, we do not intend to

 delay such a charge indefinitely. (D.97-09-117, mimeo., p. 14.) It is therefore important

that SoCal also participate in the process of providing CBEE with information that will

be needed to ensure a smooth transition to the new administrative structure.

VIil. Tracking Pre-1998 Commitments and Carryover Funds
In D.97-09-117, we directed the utilities to present updated estimates of pre-1998

commitments and the offsetting encumbrances and revenues available to fund those
commitments. In its October 27, 1997 comments on the utilities’ supplementary filings,
CBEE presented tabular summaries of these estimates. CBEE's tables present a
statewide projection of $109.9 million in net commitments (outstanding obligations less
encumbrances) for pre-1998 program activities, excluding shareholder incentives.
Carryover funds are estimated at a total of $153.2 million, for an estimated fund balance
of $43.3 million on a statewide basis. At this time, however, it appears that net
commitments will exceed carryover funds for PG&E and SCE by approximately
$400,000 and $100,000, respectively. (See Attachment 6.)

As described in CBEE’s comments, inconsistencies in the reporting of pre-1998
commitments, encumbrances and carryover funds by individual tilities still make it
difficult for the CBEE to estimate these quantities accurately, Under D.97-09-117, the
utilities are required to submit monthly reports on authorized program commitments
and expenditures through the transition period. Consequently, it is important that
consistent accounting of commitnients and other financial quantities occur.

In particular, the lack of estimated end dates for certain utility programs, the use

of inconsistent program categories, and the omission, in one case, of separate
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encumbrance estimates make the tabular summaries presented in the Appendix to this
repc;rt less accurate, and more inconsistent, than is desirable. The utilities should work
with CBEE to develop improved tabulations of net commitments and carryover
estimates, providing specific estimates and program detail for these tabulations that are
consistent with other program detail. The utilities should provide estimated end dates
for each program commitment, noting when end dates are uncertain. Future reporting
of commitments and encumbrances should be displayed, where appropriate, as a series
of annual estimates, in addition to providing the total-to-end-date calculations. This
additional detail will enable CBEE to estimate future obligations belter as well as
ascertain if there are particular years in which a net commitments funding problem
arises.

In D.97-09-117, we deferred our consideration of cost recovery and ratemaking
treatment for pre-1998 commitments until 1) more accurate estimates of commitments
could be developed and 2) we could consider this issue in the context of similar
ratemaking issues being debated in our electric industry restructuring proceeding. The
utilities were directed to propose a tracking mechanism for pre-1998 commitments so
that we could accurately track these commitments and determine the cost recovery and
ratemaking treatment at a later date.

We note that PG&E and SoCal did not discuss the capabilily of their program
account systems to track 1998 costs associated with pre-1998 commitments. We agree
with CBEE that the utilities’ accounting and expense booking systems should be
sufficient to (1) fairly allocate staff and other costs to pre-1998 commitments versus

other program elements and {2) permit separate aggregation of these activities’

expenditures versus other program activily. To this end, the utilities should use

program account numbering schemes to assign DSM activities to the appropriate
program and account so that 1998 costs associated with pre-1998 commitments can be
booked separately. As discussed below, the utilities should work with CBEE to ensure
that its program account system meets these requirements.

Within 30 days from the cffective date of this decision, the wilities should file

compliance statements describing how their cost-accounting systems meet the

-34-




A97-10-001 et al. AL)/MEG/wav * %

requirements articulated above. CBEE should comment on the utilities” compliance
statements within 15 days thereafter. The utilities shall work with CBEE to meet CBEE’s
concerns, as described in its October 27, 1997 filing.

IX.  Modification of D.97-09-117 Contract Pay-Out End Dates
By D.97-09-117, Ordering Paragraph 9, we adopted CBEE’s recommendations for

conlract pay-out end dates. On November 6, 1997, CBEE sent the assigned
Administrative Law Judge a letter seeking to clarify its intent regarding fixed pay-out
dates for certain activities funded from DSM accounts. Specifically, CBEE clarifies that
utility measurement studies related to evaluating the impacis or cost-effectiveness of
pre-1998 program years should be exempt from the December 31, 1997 pay-out
deadline established in'Ordering Paragraph 9, for “all other activities funded from DSM
accounts.” CBEE explains that the Board did not intend to enjoin utilities fron signing
any future measurement and evaluation contracts being pursued in relation to pre-1998
programs with pay-out dates after December 31, 1997, particularly those activities
which have been required or authorized by previous Commission decisions.

On November 14, 1997, PG&E filed a Petition For Modification of D.97-09-117. In

its Petition, PG&E requests modification of Ordering Paragraph 9 as CBEE

recommended.

In addition, PG&E requests clarification that the contract pay-out dates apply to
contracts signed after the issuance of D.97-09-117 on September 25, 1997. PG&E also
requests that the pay out deadlines for market transformation or commercialization
programs previously approved, as well as for its 1997 Residential New Construction
program, be extended to reflect the fact that these programs were approved as two-year
and 18-month programs, respectively.

We will clarify D.97-09-117 so that needed measurement-related contracts, both
planned and in progress, can move forward. We also agree with PG&E that applying
the contract pay-out end dates to agreements signed before the issuance of D.97-09-117
or to 1997 programs that were approved as 18-month or two-year programs would be
unfair, and we modify Ordering Paragraph 9 accordingly.
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Findings of Fact
1. SoCal’s A.L. 2632 is a duplication of A.97-10-011, which is being addressed by

today’s decision.

2. The CBEE's proposed interim policy rules advance the Commission’s goal of
market transformation and creation of a self-sustaining energy efficiency services
industry during the transition to new administrators.

3. PG&E’s recommended changes to the statement of goals for energy efficiency do
not comport with the Commission’s articulation of those goals in D.97-02-026.

4. Because the interim rules apply only to program activities of interim
administrators during 1998, PG&E's proposal to address the treatment of pre-1998

program commitments completed in 1999 is premature.
5. The language and textual construction of PU Code §§ 381 and 382 distinguish

energy efficiency and conservation activities (and related funding) from programs and
funding levels related to low-income ratepayer assistance.

6. PG&E’s understandings of the numbers that were presented during the
legislative negotiation process are of litile assistance in determining Legislative intent.

7. CBEE’s recommended 1998 program plans and nine-month budgets, as
modified by this decision, represent a clear improvement over current programs in
terms of meeting our market transformation objectives.

8. CBEE’s recommended nine-month budget for 1998 in¢ludes funding for a new
residential SPC program at a level that is approximately one-fourth the level proposed
for the nonresidential SPC program. SPC is the primary program for retrofit

applications contained in the proposed budget.

9. CBEE’s program design recommendations encourage more competitive bidding

than undertaken in the past, as well as more customer participation and third-party
accountability.

10. Some program design issues, such as the ones identified in Attachment 3 that
remain disputed, have historically been left to the discretion of the utilities so that they
might tailor their programs to the specific needs and circumstances of their service

territories.
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11. During 1998, utilities will have considerable incentive to promote theirown
business interests in the restructured electric industry environment in their role as
interim administrators.

12. The utilities should make all contracts, pricing, and measurement and
evaluation methods between themselves and program implementers (e.g., ESCOs)
publicly available.

13. Identifying the 1998 programs under a generic logo at the outset will (1) avoid
customer confusion, (2) reduce information costs and (3) facilitate the transition to
independent administration.

14. Introducing a ¢compelitive process for delivery of energy management services

programs will avoid some of the potential anticompeiitive advantages of the utility

interim administrators.

15. Requiring a competitive process for energy management services programs and
information and other education programs may disrupt ongoing market transformation
programs included under these categories.

16. Withholding billing information from contractors under the SPC program or
other programs subject to competitive bidding until each customer has been contracted
and has given their written consent may be unworkable for certain energy efficiency
applications and marketing approaches.

17. The utilities” proposed shareholder incentive mechanisms, as modified by CBEE,
reduce the emphasis on resource savings associated with the current incentive
mechanisms and introduce performance milestones based on criteria more suited to
market transformation objectives. They offer improved compatibility with market
transformation activities. CBEE’s recommended earnings caps represent a reasonable
balancing of risks and rewards associated with the proposed incentive mechanisms.

18. Shareholder incentives are still required during the utilities’ continued
administration of energy efficiency programs into 1998 because gas and electric utilities
have significant disincentives to promoting energy efficiency in the new compelitive

environment.
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19. Reducing the utility’s earnings potential for 1998 programs without modifying
other aspects of the incentive mechanisms would create an unacceptable imbalance in
risks and rewards.

20. The ratemaking circumstances surrounding the utility applications as interim
administrators are distinguishable from those related to pre-1998 shareholder
incentives.

21. At the time the Commission issued 13.97-02-014, it was anticipated that the new
administrators for energy efficiency would be in place by January 1, 1998. Had that
deadline been met, any profits to the new administrators resulting from the difference
between the bid price and actual administration costs would have been funded out of
1998 PGC funds.

22. Funding 1998 shareholder incentives out of program carryover funds is
inconsistent with prior treatment of those balances and with prior ratemaking trealment

of gas-side shareholder incentives.

23. Modifying the shareholder incentive mechanism for program years 1994-1997

represents a retroactive change in policy.

24. There are insufficient grounds to treat SoCal differently from PG&E, SCE and
SDG&E in terms of the recovery of unauthorized eamings for program years 1994-1997.

25. The cost-accounting system for energy efficiency PCG funds recommended by
CBEE addresses three phases of transition to a new program adniinistrator: (1) before
CBEE has legal authorily to receive funds, (2) after CBEE has legal authority to receive
funds, but before activities are transferred to a new administrator, and (3) when the
new administrators are established and the utilities’ 1998 role as interim administrators
ceases,

26. Creating a new energy efficiency balancing account to accommodate the
separation of the PGC funds from funds authorized and collected for pre-1998 dollars
would allow the status of those funds and expenditures during and after the transition

be more apparent in the accounting trail,
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27. Existing utility program billing and audit procedures may need to be modified
to permit CBEE to perform detailed verification and audit of program spending and
funds accounting,.

28. Inconsistencies in the reporling of pre-1998 commitments, encumbrances and
carryover funds by individual utilities make it difficult to estimate these quantities
accurately. Lack of annual estimates for commitments and encumbranées make it
difficult to estimate future obligations or to ascertain if there are particular years in

which a net commitment funding problem arises.

29. The utility i’ilings to daté do not adequately describe the capability of their

program accounting systems to track 1998 costs associated with pre-1998 commitments.
30. In establishing the contract pay out deadlines, CBEE did not intend to subject
utility measurement studies related to evaluating the impacts or cost-effectiveness of
pre-1998 program years to a December 31, 1997 deadline.
31. Applying the contract pay-out deadlines established in D.97-09-117 would

impose a retroactive modification to agreements signed prior to that date.

Conclusions of Law
L. Because we are addressing all of the issues surrounding SoCal’s 1998 program

plans in today’s order, A.L 2632 (filed October 1, 1997) is moot and should be rejected.

2. CBEE’s proposed policy rules for the utility interim administrators (SDG&E,
PG&E, SCE and SoCal), as set forth in Attachment 2, are reasonable and should be
adopted. The application of these rules should be limited strictly to the activities of the
utility interim administrators during 1998.

3. CBEE should file a proposed schedule and procedural forum for the
Commission’s consideration of sharcholder incentives associated with the utilities’ 1998
energy efficiency activities.

4. Based on the clear and unambiguous language of the statute, it is reasonable to
interpret PU Code § 381(c)(1) as authorizing $106 miltion per year for PG&E's energy
efficiency programs, not including funding for electric direct assistance or energy

efficiency programs targeted to low-income ratepayers.
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5. Funding for residential SPC programs should be increased for PG&E and SCE to
afford residential customers a greater opportunity to achieve measurable savings in the
retrofit market. Doubling the amounts recommended by CBEE is reasonable. If there
are not sufficient cost-effective residential SPC programs available to use the increased
funds, then remaining residential SPC funds should be allocated to other residential
program aclivities during the utilities” 1998 program administration.

6. CBEE’s reccommended program designs and budget for the first nine months of
1998, as modified by this decision, strike a reasonable balance among many different
views on how market transformation should be pursued during the transition to a new
administrative structure.

7. During the first nine months of 1998, it is reasonable to allow the interim utility
administrators discretion over remaining disputed program design issues, as identified

in Attachment 3, consistent with past practices. To the extent that these issues are also

applicable to programs being designed under the new administrative structure, CBEE

should consider them further with continued public input.

8. Asdescribed in this decision, the utilitics should submit to CBEE the specifics of
their residential SP’C programs in conformance with CBEE’s guidelines and
recommendations. (See Attachment 3.)

9. Asdescribed in this decision, SoCal should submit to CBEE the specifics of its
shareholder incentive mechanism in conformance with CBEE’s guidelines and
recommendations. (See Attachment 3.)

10. The new administrators should offer all energy efficiency programs, including
SPC, on a dual-fuel basis. In the meantime, SoCal and SCE should offer dual-fuel
information and recommendations in their energy management progranis, as proposed
by CBEE.

11. CBEE should develop one or more appropriate statewide logos for energy
cfficiency to be used by the utilities in their 1998 program materials as soon as feasible.

There should be co-branding for public disclosure purposes.
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12. Any materials or programs (e.g., web sites, training materials, etc.) developed
by the interim administrators with PGC funds should become the property of the CBEE
and this Commission.

13. The utilities should be encouraged, but not required, to employ competitive
bidding or their SPC system to select service providers for energy management services
programs, and information and other education programs.

14. The utilities should make all contracts, pricing, and measurement and
evatuation methods between themselves and program implementers (e.g., ESCOs)
publicly available.

15. Itis reasonable for the interim utility administrators to make customer billing

records available to contractors under the SPC program or other programs subject to

competilivé bidding consistent with the procedures adopted for the DSM bidding pitot

program. CBEE may review these procedures and make recommendations to modify
them for the new administrators.

16. The program funding levels and program designs adopted today should be
interimi in nature, and apply only to utility energy efficiency activities undertaken in
1998.

17. CBEE’s recommended shareholder incentive mechanisms, including earnings
caps, for 1998 are reasonable and should be adopted. These incentive mechanisms
should be timited to 1998 when utililies continue to administer energy efficiency
programs. No shareholder incentives should be associated with contracts between the
new administrator and the Board.

18. Itis reasonable to fund 1998 sharcholder incentives to the utility interim
administrators in the same manner we would have authorized funding for the new
administrators after January 1, 1998, including any profits they make, i.c., with PGC
funds.

19. Utility shareholder incentives associated with 1998 gas energy efficiency
aclivities should be recovered through changes in rates, consistent with past practices.

20. SoCal’s proposal to modify the sharcholder incentive mechanism adopted for

program yearsxl994-1997 is unreasonable and should be denied.

-4t -
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21. CBEE’s recommendations for a three-phase cost-accounting system and new

energy efficiency balancing account to receive PCG funds allocable to encrgy efficiency

are reasonable and should be adopted.

22. Asdescribed in this decision, CBEE should develop a funding transfer
mechanism and schedule of transfers in collaboration with PG&E, SCE and SDG&E.

23. As described in this decision, the utilities (including SoCal) should work with
CBEE to review, and modify as necessary, existing program billing and audit
procedures to permit detailed verification and audit of program spending and funds
accounting.

24. The utilities should work with CBEE to develop improved tabulations of pre-
1998 commitments, encumbrances and carryover funds by, among other things,
including separate encumbrance estimates and estimated end dates for programs,
noting when end dates are uncertain. Future reporting of commitments and
encumbrances should be displayed, where appropriate, as a series of annual estimates,
in addition to providing the total-to-end-date calculations.

25. The utilities’ accounting and expense booking systems should be sufficient to (1)
fairly allocate staff and other costs to pre-1998 commitments versus other program
elements and (2) permit separate aggregation of these activities’ expenditures versus
other program activity. To this end, the utilities should use program account numbering
schemes to assign DSM activities to the appropriate program and account so that 1998
costs associated with pre-1998 commitments can be booked separately. As discussed in
this decision, the utilities should work with CBEE to ensure that ils program account
system meets these requirements.

26. D.97-09-117, Ordering Paragraph 9, should be clarified to exempt from the new
contract end date deadlines: 1) agreements signed prior to that date that include
different contract end date deadlines and 2) utility measurement studies related to
evalualing the impacts or cost-effectiveness of pre-1998 program years.

27. Because there are no remaining issutes to address in A.97-10-001, A.97-10 002,
A.97-10-011 and A.97-10-012, these dockets should be closed.
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28. To procced as expeditiously as possible with the 1998 energy efficiency

programs, this order should be effective today.

ORDER

IT IS ORDERED that:

1. Advice Letter 2632, filed by Southern California Gas Company (SoCal) on
October 1, 1997 is moot and shall be rejected.

2. Onor before October 31, 1998, the California Board for Energy Efficiency (CBEE)
shall file a proposed schedule and procedural forum for the Commission’s
consideration of the level of shareholder incentives associated with the utilities’ 1998
energy efficiency activities. Interested parties imay file comments on CBEE’s proposal no
later than ten days theteafter. CBEE’s proposal and parties’ comments shall be filed at
the Commission’s Docket Office and served on the Special Public Purpose service list in
Rulemaking (R.) 94-04-031/Investigation (1.) 94-04-032, or successor proceeding.

3. The nine-month budgets for utility energy efficiency activities recommended by
CBEE as presented in Attachment 4 and further described in Attachment 3, Sections 2
and 3 are adopted with the following modifications: The amounts allocated in the
proposed budget to residential standard performance contracling (SPC) for Pacific Gas -
and Electric Company (PG&E), San Diego Gas & Electric Company (SDG&E) and
Southern California Edison Company (SCE) shall be increased to the following levels:
PG&E, $4.83 million; SCE, $3.6 million; SDG&E, $3.134 million; all utilities, $14.514
million.” Funding for nonresidential SPC shall be decreased to the following amounts:
PG&E, $11.27 million; SCE, $14.2 million; SDG&E, $7.958 million; all utilities, $33.428
miltion. If there are not sufficient cost-effective residential SPC projects to ulilize all of

the allocated funding, then the remaining residential SPC funds shall be allocated to

other residential programs during the utilities’ 1998 administration or the new

" This total amount includes SoCal’s residential SPC program funded at $2.95 million.
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administrator may use such funds for residential programs in 1998. The utilities may
increase nonresidential SPC spending to CBEE-recommended levels if there are any
unallocated funds in Comimission-approved 1998 nine-month budget levels.

4. CBEE’s reccommendations regarding program design for 1998 utility-
administered energy efficiency activities, as presented in Attachment 3, Sections 6-11,
are adopted. In addition:

» CBEE shall develop one or more appropriate statewide logos for energy
efficiency to be used by PG&E, SDG&E, SCE, and SoCal, ¢ollectively referred
to as “the utilities,” in their 1998 program materials as soon as feasible. There
‘'shall be co-branding for public disclosure purposes once the logo(s) are
developed.

The utilities shall be encouraged, but not required, to employ competitive
bidding or their SPC system to select service providers for energy
management services programs, and information and other education
programs.

The utilities shall make all contracts, pricing, and measurement and evaluation
methods belween themselves and program implementers publicly available.

5. Any materials or programs (e.g., web sites, training materials, ctc.) developed by
the interim administrators with Public Goods Charge (PGC) funds shall become the
property of the CBEE and this Commission so these materials or programs may be
available to the new administrators no later than October 1, 1998.

6. The program funding levels and program designs adopted today shall be
interim in nature, and apply only to utility energy efficiency activities undertaken
during 1998.

7. CBEE's recommended 1998 shareholder incentive mechanisms, including

carnings caps, as presented in Attachment 3, are adopted. These incentive mechanisms

shall apply only during 1998 when utilities continue to administer energy efficiency

programs.
8. The utilities shall provide access to customer information to contractors under

the standard performance contract program and other programs subject to competitive

bid, at cost, provided that (1) the contractor has documented its need for such records

based on the specifics of its program implementation or marketing plan and

-44 -




A97-10-001 et al. ALJ/MEG/wav *%

(2) appropriate security arrangements have been made that will protect the
confidentiality of these records. Consistent with the procedures adopted for the DSM
pilot bidding program, the utilities shall negotiate with contractors the specific
proc¢edures for (1) releasing customer records (with or without prior customer consent),
(2) contacting the customer with program information and (3) ensuring confidentiality
of customer-specific information. Until further notice, these procedures shall also apply
to contractors serving under the new administrative structure. CBEE may review these
procedures and propose modifications for the new administrators by filing such
recommendations in R.94-04-031/1.94-04-032 and serving them on the Special Public

Purpose service list in that proceeding.

9. SoCal shall submit the specifics of its shareholder incentive mechanism,

including the mechanism for SPC programs, in conformance with CBEE’s guidelines
and recommendations, as presented in Attachment 3. SoCal shall work with CBEE and
its consultants in developing this material and submit the documentation no later than
twenty days after the effective date of this decision. At its earliest opportunity, CBEE
shall address SoCal’s submittal at a Board meeting, and send a letter summarizing the
results and any subsequent recommendations to the assigned Commissioner and
Administrative Law Judge. Copies of SoCal’s submittal and CBEE’s letter shall also be
sent to the Speciat Public Purpose service list in R.94-04-031/1.94-04-032.

10. Utility shareholder incentives associated with 1998 gas energy efficiency
activities shall be recovered through changes in rates, consistent with past practices.
Utility shareholder incentives associated with PGC-funded 1998 energy efficiency
aclivities should be funded with PGC funds authorized for energy cfficiency programs.

11. SoCal’s proposal to modify the shareholder incentive mechanism adopted for
program years 1994-1997 is denied.

12. The utilities shall submit to CBEE the specifics of their residential SPC program
in conformance with CBEE’s guidelines and recommendations as presented in
Attachment 3. In addition to containing a complete description of the SP’C residential
program, the filing should include any revisions to the net benefits used in performance

awards. The utilities shall work with CBEE and its consultants in developing this
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material and submit the documentation no later than fifteen days after the effective date
of this decision. At ifs carliest opportunity, CBEE shall address these submittals at a
Board meeting, and send a letter summarizing the results and any subsequent

recommendations to the assigned Commissioner and Administrative Law Judge. The

utility submittals and CBEE’s letter shall be served on the Special Public Purpose

service list in R.94-04-031/1.91-04-032.
13. The following cost accounting system for PGC funds related to energy efficiency
activities is adopted:

¢ In Phase 1, before the CBEE has legal authority to receive funds, the utilities
will continue to administer and implement 1998 energy efficiency programs
and incur expenses associated with pre-1998 commitments. Procedures will be
set up to track funds and expenditures associated with 1998 activities and pre-
1998 commitments, and two balancing accounts will be created. The existing
demand-side management balancing accounting will be maintained in one
account, with unspent pre-1998 balancing account funds and expenditures
associated with pre-1998 commitments (such as pre-1998 bidding program
obligations) reflected in this account. No PGC moneys will be credited to the
demand-side management balancing account; rather, a second new account
will be established to track PGC funds that are allocable to the altowed 1998
energy cfficiency programs, operating costs of the CBEE and the funds
directed by the CBEE to a new administrator.

Phase 2 spans from the date when the CBEE has the authority to receive funds
to the date when activities are transferred to a new administrator. Once the
CBEE is authorized to receive funds, funds for the operation of the CBEE will
be transferred from the new account established in Phase 1 to the CBEE or
CBEE-designated entity. Otherwise, during Phase 2, the fund and expenditure
accounting continues as in Phase 1.

Phase 3 begins when the new administrators are established, and the utilities’
1998 role as interim administrators ceases. At this point, energy efficiency
funds will be transferred to the administrators or other CBEE-designated
entity, and the interim tracking and transfer systems established in Phases 1
and 2 will be eliminated.

14. CBEE, PG&E, SDG&E and SCE shall jointly develop a proposed schedule and
milestones for a funding transfer mechanism related to energy efficiency programs. The
milestones shall include: 1) the joint filing of a statement listing (with specificity as to
times, dates, amounts and implementing mechanisms) all funding transfer issutes on

which the parties have reached agreement, 2) separate pleadings addressing all funding
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transfer issues on which the parties have not reached agreement and 3) responsive
pleadings on disputed issues and 4) implementing advice letter filings. The joint
schedule and milestones shall be filed no later than ninety days after the effective date
of this decision. Interested parties may comment on this filing no later than 15 days
thereafter. Copies of the joint schedule and milestones and all comments shall be filed at
the Commission’s Docket Office and served on the Special Public Purpose service list in
R.94-04-031/1.94-04-032.

15. The utilities shall work with CBEE to review, and modify as necessary, existing
program billing and audit procedures to permit detailed verification and audit of
program spending and funds accounting.

16. The utilities shall work with CBEE to develop improved tabulations of pre-1998
commitments, encumbrances and cartyover funds. These tabulations shall include,

among other things, separate encumbrance estimates and estimated end dates for

programs, noting when end dales are uncertain. Future reporting of commitments and

encumbrances shall be displayed, where appropriate, as a series of annual estimates, in
addition to providing the total-to-end-date calculations.

17. Within 30 days from the effective date of this decision, the utilities shall file
compliance statements describing how their cost-accounting systems (1) fairly allocate
staff and other costs to pre-1998 commitments versus other program elements and
(2) permit separate aggregation of these activities’ expenditures versus other program
activity. CBEE may comment on the utilities’ compliance statements within 15 days
thereafter. The utilities shall work with CBEE to meet CBEE’s concerns, as described in
CBEE’s October 27, 1997 Comments On Supplements To Ulility Filings.

18. Ordering Paragraph 9 of D.97-09-117 is modified to read as follows (additions in
in italics):

¢ "“The following contract pay out end dates are approved, subject to
modification after CBEE has conferred further with the utilities on the issue of
inspection and verification. These dates shall apply to both gas and electric
energy efficiency programs, including those currently operated by SoCal. They
do uot apply to 1) utility measurenent studies related to evaluating the impacs or
cost-effectiveness of pre-1998 program years or 2) agreemenis signed prior to the
effective date of this decision.
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For 1997 New Construction programs, December 31, 1998.
For 1997 Energy Management Services progranis, December 31, 1997.

For 1997 Energy Efficiency Incentive programs, not pertaining to contracts
associated with Comimission-approved DSM pilot bidding programs, July 1,
1998.

For PG&E’s 1997 Residential New Constriction Program, June 1, 1999.

For market transformation and commercialization programs within the “Other DSM”
and “Other Residential” categories, October 1, 1998,

o For all other activities funded from DSM accounts, December 31, 1997.”

. Application (A.) 97-10-001, A.97-10-002, A.97-10-011, A.97-10-012 are closed.
This order is effective today. o |
Dated December 16, 1997, at San Fra»ncisco, California.

JESSIE J. KNIGHT, JR.
HENRY M. DUQUE
JOSIAH L. NEEPER
RICHARD A. BILAS
Commissioners

I will file a dissent.

/s/ P. GREGORY CONLON
President
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INTERIM POLICY RULES

GENERAL: Energy Efficiency Objeclives, Definitions and Reporling
Requirements

. This Commission’s goal for energy efficiency has changed from trying to influence
utility decision makers, as monopoly providers of generation services, to trying to
transform the market so that individual customers and suppliers in the future,
competitive generation market will be making rational energy service choices.'

B. The objectives for energy-efficiency policies have changed to the use of PGC-funded
energy-efficiency programs that will: (1) encourage direct interactions and
negotiations between private energy-efficiency providers and customers; (2)
promote the upstream market (e.g. manufacturers and retailers) so that energy-
efficient products and services are available and advertised by private vendors and
builders; (3) provide cost-beneficial energy-efficiency services to customers not
normally served by markets; (4) empower customers with meaningful information
on the costs and benefits of energy-efficiency measures; (5) reduce market barriers to
investments in energy-efficient products and services; and (6) create a sustainable
and competitive energy efficiency services market.

. All programs should be designed, and impacts reported, in a manner that enables a
systematic evaluation of market barriers addressed, and the elements of the energy
efficiency service industry affected by the program.

. Current definitions of “programs” should be used in planning, designing,
implementing and reporting on energy efficiency activities in 1998, modified by
adding a supra-category for integrated and upstream market transformation
programs, which does not replace but is used in addition to the regular definitions.
Within this categorization, report programs that involve financial incentives to
customers or other market actors, separately?

' New rule which, in effect, replaces current Policy Rules #1-3, with the language in D.97-02-014,
Finding of Fact 1.

! Modification to current Policy Rule #4; integrated and upstream market transformation
includes Residential New Construction, Nonresidential New Construction, as well as projects
and programs targeted to manufacturers, retailers, and other trade allies.
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. The October 1, 1997 filing should contain, but not be limited to: (1) the standard
tables for reporting proposed budgets and expected cost-effectiveness results; (2) a
new section entitled “DSM Commitments.”

. The CBEE is an appropriate forum for parties to review program implementation
and any proposed changes to programs.*

. The Rules and Definitions most recently published in the Administrative Law Judge
Ruling of June 3, 1997, apply to utility programs implemented prior to january 1,
1998. The Proposed Rules in this document apply only to programs implemented by
the Interim Administrator during 1998.

. COST-EFFECTIVENESS (Ex ante, before the program, requirements)

. Energy Management Services programs should be focused on informational market
barriers and provided to customers with no expectations for measuring or reporting
program-level load impacts or cost-effectiveness; administrator performance
mechanisms for these programs, therefore, may be based on criteria other than load
impacts or conventional relationships between costs and benefits.*

. Retrofit Energy Efficiency Programs (REEI), in aggregate, should pass both the TRC
and UC tests of cost-effectiveness by including both actual projects completed in
1998 and projects committed to in 1998, as measured by a benefit-cost ratio of 1.0 or
greater, with benefits defined per the SPM, and costs defined by the costs in the SPM
plus any adninistrator reward or incentives.*

> Modifies current Commission requirement and expectations for the scope and content of the
October 1 filing. Decision 97-09-117 directs utilities to supplement their October 1 filing by
October 15, 1997.

' Replaces current Policy Rule #24.

* New rule which, in effect, replaces cost-effectiveness expectations for EMS programs in Policy
Rule #11.

* Represents (1) modification of current Policy Rule #5 (svhich references the SPM and
“requires” use of all tests of cost-effectiveness); (2) modification to current Policy Rule #6
(which requires, among other things, measure-level “dual-test” of cost-effectiveness for each
programy); and (3) retention of Policy Rule #10 (inclusion of “sharcholder incentives” as a cost in
cost-effectiveness tests).
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C. For New Construction Programs (residential and nonresidential, in aggregate), the
TRC test should be the primary indicator of cost-effectiveness by including both
actual projects completed in 1998 and projects commiitted to in 1998. New
Construction Programs should be designed, funded and implemented in a manner
that effectively promotes the development of future, higher efficiency standards by
the CEC, as well as the objectives of Public Utilities Code § 701.1. In conjunction with
the CEC standards, utility New Construction Programs should provide resource
benefits in the form of reduced demand to be met by the utility electric and gas
systems. New Construction programs should also be designed to minimize lost
energy cfficiency opportunities.”

. The need for additional M&E studiés to measure load impacts from REEI and New
Construction programs offered by the Interim Administrator should be minimal.
These programs should use the measured verified load impacts and measure costs
(costs of the investment in encrgy efficiency materials or equipment) estimates from
PY95-96.

. For calculaling the benefits for the TRC and UC tests, the avoided costs should be
the avoided costs (gas and electric) used for PY97 programs.’

For other programs for which cost-effectiveness data are either not readily available
or for which there is not a demonstrated track record on the effectiveness of the
program design and delivery strategy to transform markets, the interim
administrators must:

identify the costs and benefits of the technology or service opportunities
promoted by the prograny;

identify potential increases in saturation or sales of energy-efficient technologies
that can be attributed to the program; and

compare the overall costs and benefits (if available) associated with the program
using the Utility Cost Test.

"Modificd treatment of cost-effectiveness for New Construction programs, as contained in
cuirent Policy Rule #11.

* New rule which, in effect, replaces current Policy Rules #20-22.

* New rule which, in effect, teplaces current Policy Rules #7 and 8.




A97-10-001 et al. ALJ/MEG/wav

ATTACHMENT 2
Page 4

G. For purposes of the October 1, 1997 filing, the Interim Administrator must
demonstrate that the benefits for the total portfolio of programs authorized for use
in PY98 exceed the total costs of surcharge funds (e.g., the porifolio should pass a
utility cost type test with a benefit-cost ratio greater than 1), with benefits
determined per Interim Rules 1.D, E, and F.

L ADMINISTRATOR PERFORMANCE MECHANISMS

A. Interim Administrators may propose Administrator Performance Mechanisms for
PY98 activities, which can include either: (1) modified forms of current incentive
mechanisms that reflect changes in cost-effectiveness requirements or program
design (e.g., shared savings and performance adder); or (2) new mechanisms, called
Performance Awards.”

. Performance Awards proposed by Interim Administrators must include
performance milestones which are related to the market effects targeted by the
program and which can be verified during or after the programs’ operation by an
independent party. These milestones, if achieved successfully, will be used to
determine some or all of the Performance Award to be received by the Interim
Administrator for that program and represent a proxy for the overall performance
or value produced by the program. Two types of performance milestones may be
proposed: (1) activily milestones - that link compensation to achieventent of
performance specific targets (e.g., program participation goals, specific market
effects such as changes in stocking practices or incteased customer awareness of
targeted technology, or specific market outcomes such as introduction of new
services or products), (2) management milestones - that link compensation levels to
successful design, delivery, and transfer of the program to the New Administrator.

C. For purposes of reporling post-implementation program impacis, including
satisfying performance requirements established for new or medified administrator
petformance mechanisms, the performance award may be affected by the reported
net benefits. The interim administrator must report committed and actual costs and
benefits determined per Interim Rules 11D, B, and F.

. For any administrator incentive mechanism that causes a rate impact outside of the
impact from the energy efficiency surcharge, the administrator should explicitly
quantify: (1) the rate effects of both the program incentive and program costs to

¥ New rule which, in effect, replaces current Policy Rules #14-19.
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which the incentive will apply; (2) the program’s net resource savings; and (3) the
timing of both rate effects and resource savings."

. Treatment of earnings from pre-98 commitments: projects completed during 1998
that were the covered by a commitment made prior to 1998 should be considered
eligible for earnings based on either: (1) the terms and conditions of the earnings
mechanism that was in place for the program at the time of the commitment; or (2}
the terms and conditions of the administrator performance mechanism adopted for a
comparable program for new projects completed or committed to during 1998.

. Payments for interim administrators’ performance incentives will be made from:
(a) electric utility energy efficiency surcharge funds for SCE; (b) authorized energy
efficiency funds for 1998, specifically electric energy efficiency surcharge funds and
authorized gas funds for SDG4E and PG&E; and, (¢) unspent DSM funds available
at the end of 1997 for SoCalGas.

. Performance awards to each interim administrator will be capped at the amount
authorized for 1998. The CBEE will be responsible for verifying the performance
results of the interim administrator and making recommendations to the CPUC on
the reward payments.

. The costs of CBEE verification of PY 1998 program activities will be covered by the
energy efficiency surcharge; the costs and process for verification of utility DSM
programs completed prior to 1998 will continue under the verification process
identified in Appendix B of the Commission-adopted Measurement and Evaluation
Protocols.

IV. PROGRANM DESIGN

A. Collectively, the program offerings should reflect and include a portfolio of services,
including general information, customer-specific information and financial
assistance, and services to entities in the energy efficiency industry delivery chain
that are upstream from end use customers; the allocation of funds between these
types of services, for purposes of pre-implementation budgeting and planning and
during implementation, should be established according to the cost-effectiveness
and incentive mechanism rules identified in Sections Il and NI and the program
design rules identified in this section.

" Current Policy Rule #23.
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B. General informaltion services includes services provided by utility energy centers,
mass market information aclivities, general support activities, and educational
information on energy efficiency.

. Customer specific information services associated with the Residential Energy
Management Services programs: (1) should be coordinated and consistent with the
messages and materials available to customers as part of the electricily Customer
Education Plan (i.e., the general message regarding changes in energy service
markels associated with restructuring, and the message that customers also have
choices regarding increasing energy efficiency); (2) should provide information to
end users about efficiency opportunities for electric and natural gas usage; and, (3)
may be combined with one or more forms of financial assistance typically provided
through the Residential retrofit energy efficiency incentives program (e.g., direct
installation of low cost high efficiency measures, rebates for identified energy
cfficiency measures, loans for a package of efficiency improvements to targeted
dwelling units).

. Customer-specific information services associated with Commercial, Industrial, and
Agricultural EMS programs: (1) should be designed and provided in a manner that
is coordinated and consistent with the messages and materials available to “small
commercial” customers as part of the electricity Customer Education Plan (i.c., the
general message regarding changes in energy service markets associated with
restructuring, and the message that customers also have choices regarding reducing
energy usage); (2) may include one or more services that require the custonier to pay
for some or all of the service; and, (3) should be administered, provided, and
reported separately from the Commercial, Industrial, and Agricultural EEI
programs.

. Customer specific financial assistance associated with a retrofit energy efficiency
incentives program or progranms in the form of financial assistance may include
rebates and loans, and should include a Standard Performance Contract (SPC) in at
least one identified energy market segment.

. AnSPC provides significant support for the Commission’s goals for encrgy
cfficiency and for restructuring. A program providing financial assistance in the
form of a SP’C should have the following program design features: (1) a clearly
defined, end use energy efficiency market segment or segments, including an
identificd set of market barriers to be overcome; (2) an identified set of market
participants that will provide the services, and the cettification requirements for
these market participants; (3) a posted price, or prices, expressed as a dollar amount
per unrit of energy cfficiency service delivered by energy efficiency service provider;
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(4) limitations on the share of program {unds that could be received by an individual
customer; (5) limitations on the share of funds that could be received by an
individual service provider; (6) fully-developed minimum requirements for
customer contract language regarding the terms and conditions for performance for
the service provider (c.g., measurement and verification procedures, equipment
maintenance, and financial transactions between the customer and the service
provider); (7) an identified process for addressing and resolving customer
complaints associated with the contract between the end user and the service
provider, including an identified role for the admiinistrator in the dispute resolution

process.”

. Each program should include design features that clearly: (1) do not inhibit

customer choices associated with the purchase of energy from another energy
service provider; (2) preclude a commitment to an energy efficiency service provider
or customer with an end date no later than December 31, 2001 for an SPC ¢ontract,
December 31, 1999 for new construction, or December 31, 1998 for all other
programs; and (3) include provisions that the responsibilily for honoring the
commitment may be transferred to another administrator.

. Interim Administrators may shift authorized funds between programs as follows:

(1) unallocated or unused funds for the Third Party Proposals and Initiatives
program may be allocated to other residential and small commercial programs; (2)
authorized funds for Energy Management Services, General Information, Support,
and CEC Data Collection may not be increased by transfer of funds from other
programs except from the Third Parly Proposals and Initiatives program as
provided for in (1) above; (3) funds for Energy Efficiency Incentives and Integrated
and Upstream Market Transformation programs may be increased up to 125% of
their authorized amounts by transfer of funds from other programs; and (4) transfer
of more than 10% of authorized funds for any residential program to any
nonresidential program under the conditions above must be approved by the
Commission upon recommendation by the CBEE.

V. AFFILIATE TRANSACTIONS

A

The administrator will not provide preferential treatment to any provider of an
cnergy efficiency service that uses energy efficiency surcharge funds.

" Replaces current Policy Rules #26-29.
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B. For the administration of a Standard Performance Contract or a Competitive Bid, the
Administrator will not provide preferential access to utility-held information
regarding energy efficiency market polenlial nor 1mplement a preferential process
for selecting qualified energy efficiency service providers using energy efficiency
funds.

. The Administrator will supplement and/or modnfy these provisions, with Board
approval, with any relevant utility affiliate transactions developed in affiliate
transactions as a result of R.97- 04-011/1.97-01-012.
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Comparison of CBEE-Recommended Interim Policy Rules and Existing DSM Policy Rules

CBEE-Recommended Interim  Existing DSM Policy Rules
Policy Rule (BRIPR) replaced/modified by BRIPR

I. GENERAL: Energy Efficiency

Objectives, Definitions and

Reporting Requirements V _
A. - commission goals replaces #1-3
B. - transforming markets

C. - barriers/industry reporting S

D. - program catégories modifies #4
E. - program reporting

F. - forum for review " replaces #24
G. - period of application

i1, COST-EFFECT1VENESS

(Ex ante, before the program, requirements)

A.-EMS replaces cost-efféctiveness
expectations for EMS programs
in #11

B. - EEl modifies #3 and 6 and retains #10

C. - new construction modifies #11

D. - minimal M&E replaces #20-22

E. - avoided costs replaces #7 and 8

F. - info. on costs & benefits

G. - portfolio cost-effectiveness

111 ADMINISTRATOR

PERFORMANCE

MECHANISMS

A. - incentive types replaces #14-19
B. - performance award features

C. - net benefits in petf. awards

D. - rate impact current rule #23
E. - pre-98 commitment earnings

F. - source of incentive payments

G.- awards cap

H. - CBEL verification costs
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CBEE-Recommended Interim  Existing DSM Policy Rules
Policy Rule (BRIPR) replaced/modified by BRIPR

IV. PROGRAM DESIGN

A. - program portfolio

B. - general information

C. - resid. EMS

D. - nonresid. EMS

E.-SPCin EEl

E. - SPC rules replaces #26-29
G.- end datés

H. - fund shifting

V. AFFILIATE
TRANSACTIONS
A. - no preferential treatment

B. - no preferential access
C. - provisions for supplement
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Existing DSM Policy Rules
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CBEE Comments

#9 - indirect costs 7
#12 - bypass and load building

#13 - fuel substitution

#25 - consolidated M&E
#30 - bidding program changes

Subsumed under BRIPR ILF.
Does not apply to PGC-funded
activities or is addressed under
BRIPR section V

Does not apply to PGC-funded
actlivities or is addressed under
BRIPR section V

Not applicable

‘Not applicable

{(END OF ATTACHMENT 2)
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CBEE FINAL RECOMMENDATIONS ON MAJOR ISSUES'

[nits October 17, 1997 comments on the utilities” October 1, 1997 applications, the CBEE

identified 10 major issues:

1. Interim Policy Rules

2. Nine-Month Program Budgets

3. Measure¢ment Forecasting and Regulatory Reporting (MFRR) Budgets

4. Third-Party Proposal Programs

S. Interim Administrator Performance Mechanisms and Awards

6. Standard Performance Contract (SPC) Programs

7. Additiona) Recommendations on PG&E's October L, 1997 Application
8. Additional Recommendations on SCE's October 1, 1997 Application

9. Additional Recommendations on SDG&E's October 1, 1997 Application
10. Additional Recommendations on SCG's October ), 1997 Application

Atits scheduled mectings on October 24, 1997 and October 30, 1997, the CBEE's made final

recommepdations on these issues. The recommendations are as follows:

L INTERIM POLICY RULES

The CBEE recommends that the Commission adopt the CBEE's proposed interim policy rules to
govern PGC-funded activities by the interim administrators. The CBEE recommends that application of
these gules be limited strictly to the activities of the interim administrators during PY9S.

In D.97-09-112, Conclusion of Law 7, the Commission states:

“The October 1, 1997 2pplications may include proposed modifications to DSM rules, energy
efficicncy program designs, and sharcholder incentives. These modifications should be designed to
respond to the Coinmission’s goal of market transformation and creation of a self-sustaining
enesgy efficiency services industry. Such proposals should be developed with the transition
deadlines established by this decision in mind.”

CBEE's recommendation is consistent with this direction. CBEE believes that its recommendation
is supported by the lollowing:

The CBEE’s proposed interim policy rules advance the Commission’s goal of market
transformation and creation of a sell-sustaining energy efficiency services industry.

The CBEE developed and relied on interim policy rules in discussions with the utitities on the
devetopment of theit Ovteber 1, 1997 applications.

The CBEE further modified the interim policy rules in response to tecommendations made by the
utilities in their October 1, 1997 applications, comment by intecested parties in their October 17,
1997 comments on the October 1, 1997 applications, and public comment at the workshop on
Oxctober 24, 1997,

! From: Chapler Il and Appendix C of the CBEE Workshop Report dated November 10, 1997 as corrected
and supplemented by CBEE's November 19, 1997 Supplemental Fiting and CBEE's December 10, 1997
recommendations on residential SPC programs.
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The CBEE relied on consistency with the intérim policy rules as the primary tasis for reaching
mutual agreement with the utilitics and other parties on outstanding issues at the CBEE's public
workshop on October 24, 1997, and at CBEE micelings on Ovtober 24, 1997 and October 30,
1997.

The CBEE’s final recommendations on the wtilities' proposals for 1998 PGC-funded cnergy-
efficiency activities in this workshop repott are based, in pan, on the consistency of the proposals
with the interim policy rules.

The CBEE wishes to ensure that the utilities, as interim administrators, rely on these interim potlicy
rules for guidance on both the goals and objectives 1o be pursu¢d and the program operating and reporting
guidelines to be used for the operation of PGC-funded programs and activities during the first nine months
of 1998.

The CBEE proposes to rely on these interim policy rules as the primary basis for making
recommendations to the Commission on any financial incentives claimed by the interim administrators
resulling from their performance in operating PGC-funded programs and activities in the first nine months
of 1998.

The complete text of the CBEE's proposed intecim policy rules is contained in Appendix A.

Remaining areas of disagreement, by parly, are presented in Attachment 2.

2. NINE-MONTH PROGRAM BUDGETS

The CBEE recomménds that the Commission: (1) cap program budgets at 85% of authorized
levels to ensure that a minimum of 15% of authorized funding is available for the new program
administrators in 1998; and (2) authorize nine-month energy-efficiency program budgets developed by the
CBEE using data provided by the utilities, consistent with D. 97-09-117

The CBEE expects that new administrators will be in operation on October 1, 1998, The CBEE
also recognizes thatit may recommend early transfer of programs of activities (D.97-09-117, Ordering
Paragraph 2). Therefore, the CBEE recommends that no less than 15% of Commission-adopted funds
{D.97-02-014, Ordering Paragraph 2) be reserved for theze new administrators in 1998, That is, the CBEE
recommends a cap on 1998 program (unding for interim administrators of 85% of Commission-adopted
levels. The budgets proposed by the CBEE do not exceed this cap.

The CBEE's nine-month budget recommendation includes up to $163.457 million for programs;
up to $13.532 million for measurement, forecasting, and regulatory repotting (MERR) activities, up to
$20.610 million for administratos performance mechanisms and awards, and a CBEE set-aside of $9.950
million for a total of $207.549. PGC encrgy-efficiency funds refer to funds identificd in Section 381 of the
Public Utilities Codz, as adopted by the Commission in D. 97-02-014. See Tables 1-5, Attachment 4.

For PO&E, the CBEE recommends the Commission authorize a nine-month program-only budget
of $65.866 miltion and a CBEE sel-aside of $4.450 million.

For SCE, the CBEE recommends the Commission authotize a aine-month program-only budget of
$55.263 miltion and a CBEE set-aside of §$4.000 miltion.
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For SDG&E, the CBEE recommends the Commission authorize a nine-month program-only
budget of $22.850 million and a CBEE set-aside of $1.500 million.

Fot SCG, the CBEE recommends the Commission authorize a nine-month program-only budget of
$19.478 million.

The CBEE's recommendation is hased on its expoxtation that new administrators will be futly
op<rational by October 1, 1993. Should it become apparent that new administrators will not be fully
op<rational by October 1, 1998 and that it is appropriate for the utilitics to ¢ontinue as interim -
administrators, of that some programs o aclivities should be transferred o new administrators befoce
October 1, 1998, the CBEE will recommend modifications to these budgets as part of its updated status
teport on the transition to new administrators to the Commission in Apeil, 1998, pursuant to D.97-09-117,
Ordering Paragraph 3.

Specific programs and budget items originally proposed by the utilities in their October 1, 1997

applications for which the CBEE does not recommend authorization are described in the recommendations

for individual utilities.
3. MEASUREMENT, FORECASTING, AND REGULATORY REPORTING (MFRR)
The CBEE recommends that the Commission authotize MFRR budgets consistent with the

CBEE’s recommendations for nine-month PY98 program budgets. The CBEE recommends that the
Commission restrict PGC funding, and limits its recommendations for gas DSM lunding, to only those
MFRR items that are undertaken in direct support of PY98 programs or of the CBEE's objectives, as
described in the proposed interim policy rules.

In particular, the CBEE do¢s not, at this time, recommend the Commission authorize funding for
CEC data collection in PY98 and CADMAC market effect studies (ordered in D. 96-12-079) that will not
be completed until PY 98 from PGC energy-efficiency funds. The CBEE, nevertheless, affirms its support
for these activities, recognizes that they will provide information useful for PGC activities, and anlicipates
that the utilities will complete them as planned. However, the CBEE recommends that the Commission only
authorize funding for these activities from PGC encrgy-efficiency funds after it has beéen demonstrated that
there is insufficient carry-over funding available. The CBEE proposes to make this determination as part of
its on-going assessment of commitments and cary-over funds.

For PG&E, the CBEE recommends the Commission authorize a nine-month MFRR budget of
$1.600 million, as identified in Table 2, Allachment 4.

Fot SCE, the CBEE recommends the Commission authorize a nine-month MFRR budget of $5.010
million, as identificd in Table 3, Attachment 4.

For SDO&E, the CBEE recommends the Commission authotize a nine-month MFRR budget of
$1.923 million, as identified in Table 4, Attachment 4.

For SCG, the CBEE recommends the Commission authorize a nine-month MFRR budget of
$1.949 million, as identified in Table 5, Auachment 5.
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Individual MERR items proposed by the utilities® in their October 1, 1997 applications items that
the CBEE does not recommend the Commission authorize are presented and discussed separately, below.
4. THIRD PARTY PROPOSALS

The CBEE recommends that the Commission direct cach utility to reserve a minimum of 5% of the
CBEE's recommended nine-month program-only budget for funding proposals made by third parties.
(Recommendad budgets for each utility are presented below.) At teast one half of these funds should be
made available for projects that will benefit residential consumers.

The CBEE recommends that the Commission direct the utilities to adopt the following definition
for third party proposals: Third-party ptograms are programs that ase proposed by third parti¢s (defined as
those othér than CBEE members of staff of the utility), administered by the utility, and primarily
implemented by the same party or by some other non-utility and/or utility party, as designated by the
proposing party.

The CBEE recommends that the Commission direct the utilities to adopt a process fot soliciting
peoposals based on that proposed by SDG&E with thé fellowing madifications: (1) the process shall
indicate that utilities will solicit, evaluate, and setect projects with affirmation-only from the CBEE; (2) the
process shall consides proposals targeted to either consumers or markét participants upstream of the
consumer; {3) the interim administrators shall report projects for affirmation by the CBEE in a timely
fashion, preferably befote December 25, 1997, but no latér than January 15, 1998.

The third party proposal program is an important new program design that represents a distinct
strategy from the standard performance contract program, de¢scrited below, that is capable of advancing

both prongs of the Commission's approaches for market (fansformation, as articutated in D. 97-02-014.

For PG&E, the CBEE recommends the Commission authorize a nine-month Third Party Proposal
program budget of $4.000 million; s¢e Table 2, Attachment 4.

Fot SCE, the CBEE recommends the Commission authorize a nine-month Thitd Party Proposal
program budget of $1.863 mittion; see Table 3, Attachment 4.

Fot SDG&E, the CBEE recommends the Commission authorize a nine-month Third Party
Proposal program budget of $1.100 million; see Table 4, Attachment 4.

Fot SCG, the CBEE recommends the Commission authorize a nine-moath Third Party Proposal
program budget of $1.950 million; see Table 5, Atachment 4,
S INTERIM ADMINISTRATOR PERFORMANCE MECHANISMS AND AWARDS

The CBEE secommends that the Commission authorize (1) ovecall caps en interim administrator's
earnings and (2), for thrce program types, specific earmings caps of performance award mechanisms.

The size of the overall caps, expressed as percentages of nine-month program-only budgets, differ
among utilities to refloct differences in the overall balance between isk, and reward, among programs

among wtilitics.
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For PGXE, and SDG&E, the CBEE recommends the Commission authorize an overall cap on
carnings of 14% calculated based on the CBEE's recommended nine-month peogram-only budgels, or
$9.221 million for PG&E and $3.199 million for SDO&E; see Tables 2 and 4, Attachment 4.

For SCE, the CBEE recommends the Commission authorize an overall cap on ¢arnings of 12%
calculated based on the CBEE's recommended nine-month program-only budget, or $6.632 million; sce
Table 3, Attachment 4.

Fot SCG, the CBEE recommends the Commission authorize an overall cap on earnings of 8%,
consistent with their October 1, 1997 Application, calcutated based on the CBEE’s recommended nine-
month program-only budget, or $1.538 million; see Table $, Auachment 4.

The CBEE also recommends the Commission authorize consistént program-specific earnings caps
for two programs (EMS and Third Party Proposals) and consistent performance award designs for the SPC
programs.

For EMS programs, the CBEE recommends thal the Commission authorize a consistent earnings
cap of 3% based on program cosls for all utilities. Priot to 1998, all EMS programs earned petformance
adders of 5% baséd on progeam costs. SDGc;é E, SCE, and SCG have proposed to continue Lhis apptoach
while PG&E previously proposed substantially higher peiformance awards for their EMS programs linked
to achievement of specific management and achievement awards. The CBEE sees litde evidence that EMS
program designs have changed substantially to warrant higher award levels. PG&E is now in agreement
with the CBEE's recommendation.

For PO&E, the CBEE recommends the Commission adopt carnings caps of 5%, based on program
spending for the following EMS programs: Residential Energy Management Services, Multifamily
Propertics Encrgy Management Senvices, Residential Energy Education and Information Scrvices, Business
Encrgy Management Services.

Fot SCE, the CBEE recommends the Commission adopt eamings caps of 5%, based on program
spending for the following EMS programs: Resideatial (In-Home Audit and Energy Use Profile Audit),
Small Business Encrgy Use Survey, Small Business Lighting Modification Program, Comnyxicial and
Industrial Encrgy Management Seivices, and Agriculural Encegy Management Services.

For SDG&E, the CBEE recommends the Commission adopt earnings caps of $%, based on

program spending for the following EMS programs: Residential Audit Program, Small Commercial Audit

Program.

For SCG, the CBEE recommends the Commission adopt earnings caps of 5%, based on program
spending for the following EMS programs: Home Ea¢rgy Fitness Program, Commercial Energy
Management Seivices Program, Industrial En¢rgy Management Seqvices Program.

For the Third Party Proposal programs, the CBEE recommends the Commission authorize a
consisient earnings cap of 10% based on program costs for all utilitics. For other new programs, such as

those labeled integrated and upstream market transformation, the CBEE recognizes that risks and proposed
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awards may vary. However, because the CBEE recommends adoption of a common process for selecting

Third Party Proposals {see Section 4 of this Attachment), it does not believe that administrator peiformance
awards should be high¢r than 10% for these programs.

Fot the SPC programs, the CBEE recommeénds the Commission direct the utilities 1o rely on
consistent milestones as the basis for performance awards. SPC programs account for 20-50% of total
program expenditures amoeng the utilities and it is critical that the interim administrators be rewarded for
superior performance. The CBEE-recommended performance award milestones reward the interim
administrators for putting an SPC program infrastructure in place as quickly as possible after a CPUC
decision, and link a significant portion of ih¢ award to the successful market activity of eneigy-efficiency
setvice providess in developing, submitting, and constructing projects that are cost-effective.

The CBEE recommends the Commission direct the utilities 10 include the followin 2 design
features in their performance award mechanisms for the SPC programs:

I An award of up to 35% of the SPC program ¢arnings cap for putting an SPC ptogram in place ina
timely fashion following final approval by the Commission.  El¢ments would include having: (a)
all forms and procedures completed and avaifable, as well as documentation processes developed;
(b) measurement and verification protocols developed and available to project sponsors; (c) a
program (racking system (include information aboul éach project and the status of various
activities, such as project processing, inspections, payments) developed and in - place; (d)
educational matesials developed and customer workshop{s) conducted on the SPC program; and
() educational materials developed and workshop(s) conducted on the SPC program for project
SPONSOFsS.

An award of up to 30% of the earnings cap for managing the program cfficiently. Elements would
includé: (a) conducting pre-installation inspictions within a specified number of working days after
a “complete™ detailed application is received; (b) conducting the post-installation inspection within
a spcified number of working days after receipt of a “complete™ installation repott from the
pioject sponsor; and (¢} providing payment within specified number of days of receipt of
“complete” invoice for approved projects.,

An award of up to 35% of the earnings cap based on the net benefits of the program calcutated

using the Utility Cost test.
6. STANDARD PERFORMANCE CONTRACT (SPC) FROGRAMS

The CBEE recommends that the Commission direct the utilities 1o offer separate SPC programs in
the residential and nonresidential sector avthorized at the following levels: For PG&E, residential SPC -
$2.415 million; nonresidential SPC - $11.685 million. For SCE, residentia) SPC - $1.500 miltion;
nonresidential SPC - $16.000 miltion. For SDG&E, residentia)l SPC - $3.134 million; noaresidential SPC -
$7.958 million. For SCQG, residential SPEC - $2.950 million; nonresidential SPC - $0. (Sce Attachment 4.)

The CBEE also tecommends that the Commission diréct the utilitics to revise their SPC programs
to ensure: (1) that there is greater consistency among the programs, and (2) that the SPC programs are
consistent with the interim policy rules adopted by the CBEE.

Consistercy is important because: (1) it will help to ensure that the programs are meoee likely to

meet the Commission's objectives of market transformation and the cecation of a self-sustaining encrgy

-6-
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efficiency services industry; (2) the SPC programs wilk be transferred to the new independent
administrator(s) while the programs and many of the individual projects are in-process; {3) consistent
programs will be easier to transfer and will minimize any burden on the new administrator(s) during the
transition period; (4) consistent programs will reduce any confusion in the marketplace among customers
and other market actors, including potential partners of energy efficiency service providers (EESPs) such as
product vendors or designers; and (5) consistemt programs will make it easier for customers with facilities in
more than on¢ service teritory to pasticipate. In recommending greater consistency among the programs,
however, the CBEE does not necessarily believe that the SPC programs should be made uniform. The
CBEE recognizes the valug of some experimentation and diversity in 1998,

The CBEE recommeénds that the Commission direct the utitities to incorporaté the following
elements in their SPC programs. The CBEE makes separate design recommendations fof consisteat

elements of residential and nonresidential SPC programs.

CBEE Design Recommendations for Residential SPC Programs’

The eesidential SPC program design fecommendations below are based on the recommendations of
the CBEE in the November 10, 1997 Workshop Report and the November 19, 1997 Supplemient, updalcd
based on the CBEE's deliberations at the December 3, 1997 CBEE meeting.

The CBLE recognizes the value that SPC programs can play in achieving the Commission’s
market transformation cbjectives. However, the CBEE believes thal residential customers will be well-
served by the mix and funding levels of 1998 programs proposed by the ulilities and recommended by the
CBEE. Thus, the CBEE does not recomménd that the Commission authorize the majority of residential
funds for SPC programs. The CBEE continues to support the funding levels proposed by the utilities and
recommendsad by the CBEE in the Workshop Report and Supplement.

Role of the Administrator

¢ Shall manage the program in a fair and nondiscriminatory manner,
Shall process applications and forms in a fair and eondiscriminatory manner,

Shall promote the program by providing information, general advertising and fact sheels, sponsoring
educational seminars, workshops, training sessions, and offering a facilities survey.

¢ Shall support the encrgy services industry in its promotion of the program.

Etigible Market Segments

s Customers in all residential market scgments, except new construction, shall be eligible to participate.

? The Residential SPC design recommendations include updates based on the CBEE's review of revised
program descriptions submitied by the utilities in early Docember 1997, the CBEE's review of comments of
parties on program design issues, and the CBEE’s recommendations reached at the Decembxee 3, 1997
CBEE meeling reposted to AL) Gottstein on December 10, 1997,

-7.
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Shall not exclude low-income customers.

Interim administrators shall develop a tist of cost-effective measures with avaifable standard M&Y
protocols. Project sponsors shall be able to propose addilional measures as long as the interim
administrators and project sponsors agree (0 a reasonable M&VY protocol, if no standard is available.

Cost-effective elecuric and gas measures shall both be promoted.

Fuel substitution, self-gencration, and cogeneration measures shall not be eligible fot PGC funds in the
SPC programs.

Minimum Project Size and Aggregation

¢ Norecommendation. CBEE recognizes that aggregation will be needed, and suggests that the utilities
set minimum project sizes with input from the parties.

Market Limitations

¢ Affiliates of an intesim program administrator should be limited to contracting for a maximum of 15%
of the PGC inceative funds budgeted in the SPC program{s) managed by that affiliated interim program
administrator in 1998,

A single EESP should be limited to contracting for a maximum of 30% of (he PGC incentive funds
budgeted in the SPC program(s) in each interim program administrator sesvice tersitory in 1998,

Contract Term and Performance Period

¢ The pecformance pesiod of the contracts between the interim administrators and the project sponsors
shallbe Yto 2 years.

*  The end date of contracts between the interim administrators and the project sponsots shall be no later
than December 31, 2001.

o SCE shall adopt PG&E’s approach to instaliation period (12 months after the project is accepted by the
interim administrator) and peeformance period (2 years).

Payment Structure

¢ Payments botween the intecim administrators and the project sponsors shall be made in three
installments of 40%, 30%, and 30% fof a two-year porformance petied, or 60% and 407k if a one-year
pocformance period is used.

*  For atwo-year performance period, the timing of the three payments shall be: (1) after verification of
installation and proper operation; (2) after the end of the first year with savings documentalion; and (3)
after the end of the second year with savings documentation. For a one-year performance period, the
timing of the two payments shall be (1) after vesification of installation and proper operation; and (2)
after ihe end of the fisst year with savings documentation.

Pricing and Payments to Project Sponsors

»  Pricing and SPC payments shall consider the following thre¢ factors: 1) achieving consistency with
DSM bidding or financial incentive program ¢ rperience, adjusted for performance risk; 2) encouraging
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customer contributions; and 3) eéncouraging marketl entry by service providers in difficult to reach

market segments.

Benusés for implementation during the early months of the program shall not be provided. -

The interim administrators shall use the following SPC payments, which allow for some different

approaches to pricing.

Residential SPC Payments for PG&E and SCE

Program Element or
Measure Calegory

Total SPC Payment Per One-Year Energy Savings (§)
Using Deemed or Measured M&Y Options

Single Family Detached Dwellings

Muldfamily or Mobile Homes

$/&\Wh

$/therm $k\Wh $/therm

Retail

A1

40 -u 40

Shoctér-Life Measures
(10 years or less)

.18

.60 28 .80

Lénger Life Measures

35

44 1.00

(longet than 10 years)

Fot SCEonly: 40 4
Central Air Conditioning/
Central Heat Pump
(3 tons and greater)

Residential SPC Payments for SDG&E

Program Element or Measure Category Total SPC Payment Per One-Year Energy Savings ($)

Using Deemed or Measured M&Y Options

Retail Element:

fnterioe CF bulbs

High efficiency refrigerators
2001 Standard

10% > 2001 Standard

.11 per KWh

.36 per k\Wh
A8 per kWh




A97-10-001 et al. ALIMEG/wav %

ATFACHMENT 3}

Direct Insiall, single-family and common area
multfamily;

Interior CF bulbs A8 per kWh

Exterior CF fixtures A8 per kWh

Interior CF fixtures .25 per KWh

Refrigerator récycling .12 per kWh

Electric showerhéads 12 per kWh
Gas showerheads A0 pér thérm
Other electric - single family
Measure life of 10 years o less 18 per kWh
Measure life fonger than 10 years .35 pei kWh
Other electric — multifamily
‘Measure life of 10 years or bess .25 perkWh
Measure life longer than 10 years 44 pér kWh

Direct Install, multifamily non-common afeas:

Interios CF bulbs .25 per kWh
Interior CF fixtures .25 per kWh
Gas showerheads .36 per kWh

: .80 per thérm

Dicect Install, multifamily master-metered
NON-COMMON Ar¢as:

Othér electric
Measure life of 10 yeass or less 25 pec kWh
Measure life longer than 10 years 44 p¢r kWh

Other gas
Measure life of 10 years or less .80 per therm
Measure life longe than 10 years 1.00 per therm

Residential SPC Payments for SCG
Program Element or Tolat SPC Payment Per Lifecycle Energy Savings (§)
Measure Category Using Decemed or Measured M&V Opticns

Central Water Heatet AOAherm for savings over the measure life
Controlles

All Oiher Measures .20/thetm for savings over the measure Life

Site Control

¢ SDG&E shall eliminate its sesidential SPC site conteod requirement. All utilities shall adopt PG&E's
appeoach (i.c., EESP shall provide a detailed marketing plan including targeted customers, milestones,
and projected savings).
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Reporting Total Project Costs

Project sponsoss shall colkect and récord information on total project costs for all projects. Mote
information will be gathered from the utitities and parties regarding: (1} who should compile and report
actual total project cost data collécted by project sponsors (e.g., interim administrators or an
independent third party evatuater); and (2) mechanisms for increasing the reliability of tota) project
cost data.

Timing of Implementation

s Programs shall be implemented on January 1, 1998 ideally, but no later than 60 days from the
Commission decision in any event.

Measurement and Verification (M&V) Requirements

The interim administralor and project sponsoc shall agree on a reasonable M&V protocol before
project approval.

The M&V plans and requirements proposed by the interim administrators shall be approved, with one
exceplion. CBEE shall review the lists of evaluation contractors accepted by the utilitics and/or the
utilities® evaluation approaches, and modify these if necessary Lo ensure a fair and objective process.

The CBEE shall review the deemed estimates submittéd by the interim administrators to verify that (1)
the methods used to develop the ¢stimates are consistent with the Commission-adopled M&E
protocols, and (2) the estimates are based on the results of the most recent évaluation studies. The
interim administratoss shall provide technical support documentation on deemed savings estimates (i.c,,
sources for and methods used to develop the estimates) to the CBEE's lechnical consultants and
Technical Advisory Commitlee. The CBEE shall be authorized to modify deemed savings estimates
based on the results of its review prior to full program implementation.

Customer Protection and Disclosure

All SPC programs shall have fully developed minimum requirements for customer contract language
regarding the terms and conditions for petformance of ke service provider (e.g., M&Y procedures,
cquipment maintenance, and financial transactions between the customer and the service provider).

SPC programs shall have an identified process for addressing and resolving customer complaints
associated with the contract between the end used and the service provider, including an identified role
for the administrator in the dispute resolution process.

The interim administrators shall develop Customer Affidavits by December 26, 1997 and submit them
to the CBEE for its review and approval.

Evaluation of the SPC Programs

e Interim administrators shall be prepared to collect and provide data that could be used in evaluations of
SPC programs.

Access to Customer Information

¢ The CBEE recommends that the Commission resolve this outstanding dispute.
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Onhes Program Design Issues

The residential SPC program descriplions submitted by the utilities include proposed approaches to
many other program design issucs, including additional details on: the role of the interim administrator,
eligible market segments, eligible measures, market limitations, paymént structure, reporting tolal
project costs, and minimum measure performance réquiréments. Some of the interested parties have
rais¢d objections to the more detailed interim administrator proposals in many of these areas. The
CBEE believes that while some of these issues are important, they are not of such significance as to
delay approval of the residential SPC programs. The CBEE has committéd a large postion of the joint
planning process to the SPC programs, including the residential SPC programs, and has not had the
time or r¢sources to analyze the remaining differences among the parties on these less critical program
design issucs in detail. Theérefore, the CBEE récommends that the Commission approve the other
design elements of the tesidential SPC programs, as sct foirth above, and, consistent with the level of
discretion of the current administrators, leave the resotution of the remaining detailed program design
issues up to the intérim administrators, with CBEE oversight as needed.

CBEE Design Recommendations for Nonresidential SPC Progirams

Role of the Inlerim Administrators

*

*

The intesim administrators shall manage the program in a fair and nondiscriminatory manner.

All applications and forms shatl be processed by the interim administrators in an expeditious mannér,

The interim administrators shall promote the SPC program by providing customers, project sponsoxs,
and ¢nergy éfficiency service providers (EESPs) with program-tefated information, providing general
advertising and fact sheets, sponsoring educational seminars, workshops, and training sessions, and
offering customers a facilities survey.

The interim administrators shall support the ¢ncrgy services industry inits promotion of the program.

Eligible Segments and Measures

Customers in all non-résidential inarket segments, except new construction, shall be eligible 1o
participate in the SPC programs offered by interim administrators.

The interim administrators shall develop a list of eligible, cost-effective measures with available
standard measurement and verification (M&V) protocols. Project sponsors shall be able to propose
additional measures as long as the sponsors demonstrate that the measures are cost-cffective, and as
long as the interim administrators and project spoasors agree 10 a reasonable M&VY protocol, if no
standard protocol is available.

Cost-effective ¢lectric and gas measures shall both be promoted in the SPC programs.

Fuel substitution, self-gencration, and cogencration measures shall not be eligible for PGC funds in the
SPC programs.

Minimum Project Size and Ageregation

Projects shall be in excess of 200,000 annual kWh savings, of 20,000 annual therm savings, of an
cquivalent combination of electric and gas savings.

An EESP or project sponsor may aggregate smaller projects in order to meet the minimum project size,
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Opportunity for Interim Administrators to Offer Programs or Services in Paraliel to SPC Programs in Some

Market Segments

Interim administrators shall continue to attempd to balance (1) concetns about overlapping programs
and polential confusion in the market, and (2) concerns about the degree to which SPC programs are
able to sesve all non-residential customers well of are eptimal progeams for achieving the goals of the
Commission in all market segments.

Interim administrators shall be able 1o offer non-SPC programs of provide services in parallel in some
market segments providing that the programs and services are targeted to customers or market
segmcnts that may not be well served by SPC programs (possibilities may include small commetcial
and industrial customers, fedéral government customess, of industrial process opportunities). The
CBEE conlinugs to encourage intérim administrators (o use private finms to implémént programs of
deliver services.

Market Limitations

Affiliates of an interim program administrator shall be limited to contracting for a maximum of 15% of
the PGC incentive funds budgeted in the SPC program(s) managed by that affitiated interim program
administrator in 1998. :

A single EESP shall be limited to contracting for a mavimum of 30% of the PGC incentive funds
budgetéd in the SPC program(s) in each inlerim program administrator service territory in 1998.

A single customer shall be limited to contracting for a mavimum of 15% of the PGC incéntive funds
budgeted in the SPC program(s) in each interim program administrator service territory in 1998,

Contiact Term

The perfoemance term of the contracts between the inteérim administrators and the project sponsors
shall be two years.

The end Jdate of contracts between the interim administratoes and the project sponsors shall be no later
than December 31, 2001.

aymenl Structure

*

Payments between the interim administrators and the peoject sponsors shall be made in three
installments of 40%, 30%, and 30%.

The timing of the three payments shall be: (1) after verification of installation and proper operation; (2)
after the cad of the first year with savings documentation; and (3) after the end of the second yeas with
savings documcntation.

Pricing

The CBEE believes that the benefits of a uniform statewide approach on incentive kevelsin the
nonresidential SPC program (e.g., minimize confusion and reduce transaction costs in the marketplace
fot customers and EESPs, as well as facilitate transfer to new Administrator) sigaificantly outweigh the
potential benefits of allowing utilities to experiment with different pricing approaches and fevels.
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A uniform approach to incéntive levels shall be designéd to achieve the following objectives: (1)
incentive levels thal are sufficient to stimulat¢ entry and pa:lrcnpauon by EESPs yel encourage
customers (o provide significant cost contributicn for projects,” and (2) incentive levels that are
desizned to stimulate and help transform certain énd usé markets (e.g., HYAC, refrigeration) where itis
been more difficult to achieve significant market penctration rates for high-cfficiency equipment.

Interim administrators shall of fer the following total incentive payments for verilied savings that acerue
during a oné-year period for measures installed in these ¢nd uses: 7.5 cents/kKWh for lighting savings;

21 cents/xWh for savings from H‘-’AC and refrigération measures, and Lt cents/kWh fos savings from
other types of measures (e.g., motors). { Thése total incéntive paymeats for verified savings that accrue
during a one-year period will bé paid out in theee Installments over a two-year period (see Paymem
Structure). Thus, the pu)menls will b¢ in nominal dollass. :

Current state and fcde;al endrgy standards shall be uscd in etlabhshmg the appropna!e baseline
condition fot sa\mgs determination.

¢ Bonuses for implementation during the earty mOnlhs of the program shatl nod be provided.

Remrﬁng‘ Tolal Projéct Costs

¢ Projéct sponsors (either EESPs or customers) shall be tequicéd to provide infotrmation ona total project
costs fot each project to the Interim Administrators. Total project cost is intended to reflect tuinkey
project costs which includes audit, design, eagineéring, construction, materials, overhead, and labor.
This information (i.e., tolal project costs) shall be included in the custon®r affidavit which is signed by

the customer.

Timing of Implementation

¢ The programs shall be implemented on January 1, 1998 ideally, bul no later than 60 days from the
Commission decision in any event.

Measurement and Verification (M& V) Requirements

¢ The Intemational Performance Measurement and Verification Protocol (IPMVP) provides a useful
initial framework for developing consisteal M&Y e¢quirements statewide. Sponsors choosing Option A
of the IPMVP must agree fo stipulate to pre-specified kW load impacts of therm savings values from
measuré lists prepared by the Interim Administrators. Interim Administzators shall also prepare
guidebooks for project sponsors that include minimum acceptable M&Y requirements for specific
measures, sampling plan cequirements, examples of acceptable M&Y plans for specific types of
measures, and peocess foe proposing M&V protocols for measures not covered by the existing
protocols. Interim Administrators shatl solicit input and feedback from the Technical Advisory
Committee as they develop M&Y requirements fof the SPC program,

3 The pricing levels recommended by the CBEE and the language in this recommendation eliminate the
need for a separate section on encouraging customer contributions through the use of an incentive cap of
S0% of the total project cost related (o energy efficiency.

* Interactive savings between end-uses are not cligible for payments. For measurement téchniques that
involve whole-facility of whote-building analytical approaches, HVAC savings must total at least 30% of
claimed savings.
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AN M&Y procedures will take into account the program requirement fof incorporating minimum state
and federal encrgy efficiency standards or codes into the baseline delermination.

tf theie is no established M&YV protocol available for a proposed measure, the project proposat shall
include a M&Y protocol for the measure. The interim administrator and project sponsor shall agree on
areasonable M&V protocol befoce project approval.

Customer Protection and Disclosure

Interim administrators shall develop customer affidavits similar to those proposed by SDG&E (with
some additions). EESPs must provide Interim Administrators with a signed affidavil from the customer
which inctudes the following information: (1) firm name, {2} project site and address, (3) estimated
annual and life-cycle savings, (4) total project costs, (5} agreement by (e customei to provide access to
the site for inspections and measurement of the performance of the encrgy savings measures, (6)
indication of the M&V protocol to be used to measure and verify savings, (7) listing of SPC incentive
fevels and an indication that Public Goods Charge funds were being used as an incentive, (8) a
statement from the customer indicating responsibility for selection the of EESP and releasing the
Interim Administrator from any damages fesulting from the Projecy, including but not limited to
equipment malfunctions or encrgy savings shorifalls, and (9) an indication of the existence and type of
disputé resolution process mechanism between the EESP and customer.

SPC programs shall have an identified process fot addressing and resolving customer complaints
associated with the contract between the end user and the service provider, including an ideatified role
fos the interim administratos in the dispute resolution process.

Evaluation of the SPC Programs

o The CBEE intends 1o assess and evaluate the degree to which the SPC programs are mecting the goals
of the Commission and the stated objectives of the programs. Interim administrators shall be prepared
to collect and provide data that could be used in evatuations of SPC programs.

7. ADDITIONAL RECOMMENDATIONS ON PG& E'S OCTOBER 1, 1997 APPLICATION

tn 2d3Jdition 10 the above recommendations, the CBEE recommeads that the Commission further
direct PG&E as follows:

A Not authorize funding for the following programs or activities, as proposed in the

Company*s October ), 1997 Application: Power Savings Partners, and unallocated
funding.

Not authorize PGC funding for electric direct assistance using funds ideatified in Section
331 of AB 1890, and adopted in D. 92-02-014. Funds for ¢lectric direct assistance should
be authorized consistent with Section 382 of AB 1890, If the Commiission intends (of the
PGC funding descrited in ordering paragraph 2 of [0, 97-02-014 (o include funding for
electric direst assistance, the CBEE recommends that the funding level be incrcased by
the amount asthorized in 1996 for this purpose.

Transfer the review and oversight of a2l direct assistance activities and associated gas
DSM funds to the Low Income Governing Board. Authofize electric direct assistance
funds consistent with Section 382 of AB 1890, and transfer the review and oversight of
electric direct assistance funds to the Low Income Governing Board.
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CBEE recognizes that gas direct assistance is included in authorized gas DSM funds and that its

gas-related recommendations only apply to gas encrgy-efficiency activitics. These activity-based

recommendations are consistent with (he CBEE's recommendations on electric PGC energy-efficiency

activities.
8 ADDITIONAL RECOMMENDATIONS ON SCE'S OCTORBER 1, 1997 APPLICATION

In addition to the above recommendations, the CBEE recommends that the Commission further
direct SCE as follows:

A. Offer duat-fuel recommendations in the following EMS programs: Residential (In-Home
Audit and Energy Use Profile Audit), Small Business EnergyUse Survey, Small Business
Lighting Modification Program, Comm¢icial and Industrial Energy Management
Services, and Agricultural Encrgy Management Services.

9. ADDITIONAL RECOMMENDATIONS ON SDG&E'S OCTOBER 1, 1997 APPLICATION

The CBEE has no tecommendations to the Commission for SDG&E beyond those identified
previously in this chapter.
10. ADDITIONAL RECOMMENDATIONS ON SCG'S OCTOBER 1, 1997 APPLICATION

In addition to the above recommendations, the CBEE recommends that the Commisston furthér
direct SCQ as follows:

A Offer dual-fuel revommendations in the following EMS programs: Home Encrgy Fitness
Program, Commercial Energy Management Seivices Program, Industrial Encigy
Managemeal Services Program.

B. Do not authorize PY9S funds for utitity carnings claims associated with pre-98 programs.

11. CBEE FINAL RECOMMENDATIONS ON APPENDIX C ITEMS FROM THE NOVEMBER 10,
1997 WORKSHOP REFORT

The November 10, 1997 Woikshop Repoit contained material prepared by parties pursuant fo
CBEE guidance in Appendix C. As of November 10, 1997, the CBEE had not reviewed the material
contained in Appondix C and, therefore, offered no final recommendation to the Commission on Appendix
Cin the Workshop Repon.

Inits November 19, 1997 supplemental filing, based on the decistons taken atits November 17,
1997 mecting, CBEE makes the following, final recommendations:

i. The CBEE recommends that the Commission adopt the performance award mechanism and target
carning levels for PG&E, as described in Appendix C of the Workshop Report and, as
supplemented, in Appendix C of the November 19, 1997 supplemental filing and errata to the
Workshop Repott. This material is reproduced as Appendix A 10 this Atachment. ®

3 The description of PG&E's residential SPC performance mechanism is updated by PG&E's November 21,
1997 supplemental filing. This filing filled in the blanks in some of the sections of that description in
Appendix C of the November 10, 1997 Workshop Report .
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The CBEE recommends that the Commission adopt the performance award mechanism and target
earning level for SCE, as corrected in Appendix B of the November 19, 1997 supplemental filing
and errata 1o the Workshop Report. This material is repreduced in Appendix B.

The CBEE recommends that the Commission adopt the SPC program perfonmance award
mechanism and target earning level for SDG&E's SPC programs, as described in Appendix C of
the Workshop Repoit. This material is feproduced in Appendix C

Based on its review of the report and parties comments on the residential SPC workshop held on
November 4, 1997, the CBEE makes no funthér recommendations to the Commission on
tesidential SPC programs beyond those contained in the Workshop Report.

The CBEE continues to recomménd that the Commission adopt the CBEE’s customer protection
and disclosure principles for nontesidential SPC programs, which call for the development of a
customer affidavit. However, baséd on review of the customer affidavit proposcd by the utilities
and contained in Appendix C of the Workshop Repoit, and concerns from the Technical Advisory
Commiltee regarding wording and tone of the proposed customer affidavit, the CBEE takes no
position on the proposed customer affidavit at this time.

In addition, PG&E, SCE, and SDG&E have provided forecasts of the Utility Cost (UC) ret
benefits associated with their SPC programs for use in determining performance awards for the SPC

ptogiams. These forecasts were identified as information that would be provided on November 13, 1997 in

the descriptions of the SPC performance award mechanisms in Appendix € of the Workshop Report.

The forecasted UC net benefits reported by the utilities are as follows: PG&E nonresidential SPC -
$29.48 million; PG&E residential SPC - not available; SCE nonresidential SPC - $42.09 miltion; SCE
residential SPC - $1.10 million; SDG&E noaresidential SPC - $11.51 million; SDG&E resideatial SPC -
$2.23 million.

The forecasts were developed {ollowing general guidance from the CBEE. However, the CBEE
has nol yet reviewed the detailed assumptions and precise methodologies used to develop these forecasts.
The up-side earnings polentiat associated with each SPC program is limited through a program-specific

€arnings cap.
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SPC Performance Mechanism
Reslidential SPC Programs-PG&E

45% -- Step 1: Have SPC operational within 45 or 60 calendar days of final Commission/CBEE
approval, based on the following milestones:

a. Have SPC "on the street” and be able to accepl applications from project
sponsors. This includes having all forms and procedures completed and a
documentation process developed. (40% of Step t incentive)

Have M&V protocols déveloped and available 1o sponsors tor eligible measures.
{20% of Step 1 incentive)

Have program tracking system developed and in place. The tracking system
should include information about each pioject and the status of various activities
{such as project processing, inspections, payments) for each project. (20% of
Step 1 incéntive)

Develop educational materials and conduct customer workshop(s) on the SPG
program. SDGS&E will conduct one workshop and then determing if additional
workshops ate necessary; SCE will conduct three workshops; PG&E will conduct
two workshops. (10% of Step 1 incentive)

Develop educational materials and conduct workshop on the SPC program for
project sponsors. (10% of Step 1 incentive)

Incentives are paid for each milestone as folfows ($ mill.)

Mileslone Within 45 Days Withln 46-60 Over 60 Days
Days

a. SPC on the street $.089 $.081
b. M&V protocols $.042 $.04
¢. Tracking system $.042 $.04
d. Customer workshop $.022 $.02
6. ESCO workshop $.022 $.02

15% -- Step 2: Conduct post-installation inspection within specified number of working days
after receipt of "complete” installation report from the project sponsor. The inspection
will verity that equipment has been installed in accordance with the installation report.

Within 1-15 days $.075
Within 16-30 days $.068
Over 30 days 0
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10% -- Step 3: Provide payment within specified number of days of receipt of “complete”
invoice for approved projects.

Within 1-16 days $05
Within 16-30 days $.045
Over 30 days

30% -- Steg : Incentives will be awarded based on ﬁnal program Utitity Cosl (UC) benefits
based on the following tiered structure:

90-100% of forecasted UG net benefits . 435
60-89% of forecastéd UG net benefits 108
21-49% of forecasted UC nel bénefits .08t
0-20% of forecasted UG net benefits .0

Forecasted UG net benelits are based on the following assumed énd-usé mix:

Lighting $2.15 million
Refrigerators -$0.03 miltion
HVAC ] - $0.13 million
Water Heating$0.64 milton :
Clothes Washer  -$0.02 million
Weatherization $0.42 mitlion
Insulation $1.02 million
Total $4.37 million -

Costs for actual and committed projécts, 1997 avolded costs, and ex ante assumptions
based on the most currem Commission-approved meéasurement studies (or

subsequently approved by the Commission) will be used to calculate forecast UG nel
benefits.

*Complete” is defined as Including all required information to meet contractuat
obligations.

For Steps 2 and 3, the number of days is calculaled as a simple average of all
projects processed.

Forecasted UC nét benefits are $4.37 milfion.

Program maximum award Is $0.45 miition.
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SPC Performance Mechanism
Nonresldential SPC Programs-PG&E

35% -- Step 1t Have SPC operational within 45 or 60 calendar days of final Commission/CBEE
approval, based on the following milestones:

a. Have SPC “on the street” and be able to accept applications from project
sponsors. This includes having all forms and procedures completed and a
documentation process developed. (40% of Step | incentive)

Have M&V protocols developed and available to sponsots for eligible measures.
(20% of Step 1 incenlive)

Have progeam tracking system developed and in place. The tracking system
should include information about each project and the status of various activities
(such as project processing, inspections, payments) for each project.(20% of
Step | incentive)

Develop educational materials and conduct customer workshop{s) on the SPC
program. SDG&E will conduct one workshop and then determine if additional
workshops are necessary; SCE will conduct three workshops; PG&E will
conduct three workshops. (10% of Step I incentive)

Develop educational materials and conduct workshop on the SPC program for
project sponsois. (10% of Step 1 incentive)

Incentives are paid for each milestone as follows:

Milestone Within 45 Days Within 46-60 Over 60 Days
Days

a. SPC on the street $.390 $.357
b. M&Y protocols $.195 $.179
¢. Tracking system $.195 $.179
d. Customer workshop $.100 $.09%0
e. ESCO workshop $.100 $.090

15% -- Step 2: Conduct pre-installation inspection within specified number of working days
after “complete” detailed application is received. The inspection will include a baseline
assessment for M&Y purposes. For aggregated projects, inspections will be completed
consistent with the M&Y protocols.

Within 1-15 days $.400
Within 16-30 days $.383
QOver 30 days 0
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15% -- Step 3: Conduct post-installation inspection within specificd number of working days
after receipt of “complete” installation r¢port from the project sponsor. The inspection will verify
that equipment has been installed in accordance with the installation report.

Within 1-15 days $.400
Within 16-30 days $.383
Over 30 days 0

10% +-Step 4: Provide payment within specified number of days of receipt of “complete”
invoice for approved projects.

Within 1-15 days $27
Within 16-30 days $.25
Over 30 days 0

25% -- Step 5: Incentives will be awarded based on final program Utility Cost (UC) benefits
based on the following tiered structure: ($ MILLION)

90-100% of forecasted UC net benefits 64
50-89% of forecasted UC net benefits 51
21-49% of forecasted UC net benefits A8
0-20% of forecasted UC net benefits 0% of Step 6 incentive

Forecasted UC net benefits are the following:
Lighting $16.87 million  (30% of the budget)
HVAC $ 4.05 million (30% of the budget)
Other £ 8.56 million (40% of the budget)
Costs for actual and committed projects, 1997 avoided costs, and ex ante assumptions

based on the most current Commission-approved measurement studies (or subsequently
approved by the Commission) will be used to calculate forecast UC net benefits.

“Complete” is defined as including all required information to meet contractual
obligations.

For Steps 2, 3, and 4, the number of days is calculated as a simple average of all
projects processed.

Forecasted UC net benefits are $29.48 million.

Program maximum award {s $2.55 million.
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ADDITIONAL INFORMATION ON PG&E'S
PERFORMANCE MILESTONES AND AWARDS

Restdential Energy Management Services

MILESTONE ___AWARD AMOUNT(S 000)

Managemenl: o , _
I Successlully deploy programs to us¢ audits as -

a communication vehicle for other residential
progranis including SPC, and develop a transition
strategy to hand off service o new administrator

of (o private sector “house doctors.” '

Achieve a minimum of 40,000 single Famnily audits.

TOTAL AWARD:
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MILESTONES

Multi-Family Properties Energy Management Services

MILESTONE AWARD AMOUNT($ 000)

Managemént: e ) _ o _
1. Successfully deploy the MEP éncrgy survey peogram.
Complete at least 25,000 targeled encrgy survey units.

TOTAL AWARD: 1Y)

Note: Completion of the encrgy surveys will lead to lowering several barriers related to infotmation
edwation!
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MILESTONES

Residential Energy Education and Information Services

MILESTONE AWARD AMOUNT(S 000)

Management: _ :
1. Implement an energy efficient information call cénter

which has the capacity to handle approximately 200,000 calls per year.
Develop and distribute advertising/marketing materials
promoting resideatial new construction eacrgy efficiency.

TOTAL AWARD $147

Milestone linkage with Market Effccts:

The inceeased awareness will empower customiers to more effectively manage home eneigy
consumplion and to purchase energy efficicnt products.
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MILESTONES

PG&E Comfort Home Program

MILESTONE AWARD AMOUNT($ 000)

Management;

1. Design and implement an EPA
Encergy Star New Program within 90 days
of Commission approval

Achievement;
2. Number of homes signed up in base
PG&E Comfort Home Program: (within 9 months)

1,500 - 3,499
3,500 - 4,999 units
5.000 units and above

Market Effects I Superior Achievément:

3 Develop and implement a builder survey demonstrating
that at least 63% of the participating builders believed
that the program provided them a marketing advantage

in sclling their homes.

TOTAL AWARD: $840 - $950
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MILESTONES

California Home Energy Rating Systems (CHEERS)

MILESTONE AWARD AMOUNT(S 000)

Management:

I _Develop upstream partnerships with ofganizations
including FHA, Fannie Ma¢, and Freddic Mac to
bring Energy Efficient Mortgages (EEMs) to California.

TOTAL AWARD:

Milestone linkage with Market Effects:

The upstream partnegships will seeve to ceeate and solidify partneeships nécessary for a sustainable
markel. The incr¢ased market fof ratings through the use of other PO&E programs will build and
verify business.
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MILESTONES
PG&E Comforl Link

MILESTONE AWARD AMOUNT(S 000)

Management;
1. Design and implement a Third Party Financing

Option within 90 day s of commission approval

2. Dollar value of loans funded (within ¢ months)

$3.000,000 - $9,000,000
$9.000,000 - $15,000,000
Greater than $15,000,000

Verification - Loans with related installed encigy efficient
measures would be verified through data provided

by lenders. From this data, PG&E will do on-site verification
for encigy efficiency product requireménts for an

average of 25% of each contractor’s work.

Market Effects / Superior Achievement:
3 Achieve 2 13% increase in the number of conlraclors
generating projects involving loans for encrgy ¢fficiency
over 1997 program levels. $10

TOTAL AWARD: $170- 8225

Milestone linkage to Market Effects:

The tracking of loans will be an indicator to verify customer response 10 an expandad lending
program which will lead to the participation and involsement of all market actors and accomplish
the markel effects for each actor.
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MILESTONES

Energy Star Labeling

MILESTONE AWARD AMOUNT(S 000)

Management:
1. Develop and implement an advestising and

promotional campaign to increase customer
awareness of Encegy Star Labeling.

Achievement:

2 Demonstrate through a survey that 10% of customers
in the markel for appliances in 1998 became awnate
of the Encrgy Star Label (as of Sept. 1, 1998).

TOTAL AWARD:

Milestone linkage with Market Effects:

Achicvements of the milestones will lead to increased consumer demand, an increase in
supplyfavailability, lower pricing and sustainability. Program success will demonstrate that efficient
products can be produced and sold at a fair profit. This may in turn, lead to standards that would be higher
than would normally be the case. PO&E would encourage others (theough CEE Inc.) to participate in the
program. The larger the market created the greater the degree of success.
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MILESTONES

Business Energy Management Services (BEMS)
(Commerclal, Industrial, and Agricultural Markets)

MILESTONE . AWARD AMOUNT(S 000)

Managemeat; _ _
i. Successfully deploy the mass markeling and targeted

energy survey programs.
Complete at Iéast 10,000 targeted enésgy surveys.

TOTAL AWARD:




A97-10-001 ALJ/MEG/wav

ATTACHMENT 3
APPENDIX A

MILESTONES

Express Efficlency

MILESTONE

AWARD AMOUNT($ 000)

Management:
i. Startup: ,
Marketing brochures and applications printed,
Procedute for processing applications established, and
Progeam available inthe markel
3 months from CPUC decision
2 months frora CPUC decision
I month from CPUC decision

Achievement: :

2. 15% of net benefits® using the vlility cost test.
{Achicvement earnings capped at 15%
of total program expenditures):

up to $1650

TOTAL AWARD: $330 - $2,100

#Net benefits using both actual and committed impacts (adjusted for expected drop-out rate). Committed
defined as those applications date stamped priot to Octoder 1, 1998, but paid between October 1, 1998 and

December 31, 1998.
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MILESTONES

Energy Standards Program

MILESTONE . AWARD AMOUNT(S 000)

1. Agreement with the California Eneréy Commission $s

Agreement will be reached in principle with the California Energy Commission (o join with
interested parties in a series of workshops directed toward a continuous improvement process for
the 2001 encrgy standards. Oppostunities to bé considered are movement of the basis of the
standards to s¢asonally or time-differentiated source éneigy values, a multi-state REACH code,
and improvements associated with individual equipment, materials, or design practices.

2. Completion of Contract with Facilitator ‘ $5

A Request for Proposals will be developed, bids conducted, and an award made for the facititation
and technical work néeded in support of the imgcovement provess.

3. Workshops Begin $18
The advisory committee will be formed, the work plan written, committees formed and work will

be started in all areas identified in the plan. The goal will be to have a consensus proposal fof the
nextrevision.

TOTAL AWARD: $25

Note: Itis anticipated that this project will require 3-4 years of work to result in the desired market
transformation : This tepresents the first year's milestones.  Ultimately, mifestones will be related to cost-
effective overall efficiency gains in the standards.
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MILESTONES

Reglonal and National Alliances

MILESTONE AWARD AMOUNT(S 000)

Management:
1 Participate in tegional and national collaborative

efforts with goal of producing new program oppostunities
and/or improving existing programs.

TOTAL AWARD: $$

Milestone linkage with Market Effects:

A timely and effective communications link with regional and national organizations will
maximize the effectiveness in creating market transfonmnation. Involvement will also support the
opportunities for leveraged participation contributing to lower consumer costs.
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MILESTONES

Residential and Small Commercial Emerging Technologles

MILESTONE AWARD AMOUNT(S 000)

L. Identify and develop preliminary cost effectivencss
analyses for at feast three emerging technologies

Achievement:
2. Develop and implement a plan to fucther research
at least one emerging technology

TOTAL AWARD $38

Preliminary cost effectiveness analysis will consist of energy savings, incremental cost and market
potential development with summary report provided for each technology. A more in depth study
will be produced for a cost effective technology.

Milestone linkage to market ¢ffects:

Through this initial product sceceening process, PGAE will be able to identily emerging
technologics which possess the greatest potential for achieving sustainable markel effects.
Dxtailed investigations will include strategies to reduce market barriers as well as the development
of curtent and projected future cost effectiveness assessments.
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MILESTONES

Stockton Trafning Center

MILESTONE

AWARD AMOUNT(S 000)

Management: _ _ ‘
1. Training courses targeted to contractors and buildess with

a gaal of 24 classes over 9 months

Achievement:

2 Achi¢ve a 40% increase in installation competency
of contractors and bailders altending courses. Bascd on pre-
and post- training {ést.

Market Effects / Superior Achievearnl:

kS Demonstrate that at least 50% of the successful attendeés
of the courses expect to use theie new knowledge from
the courses in designing, building of installing mote
efficient structures and are likely to retain ot even spread
this knowledge to non-participants.

TOTAL AWARD

Milestone linkage with Markel Effects:

The courses are designed to educate the market actors who communicate the benefits of and iastall

encrgy efficiency measures.
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MILESTONES

GeoExchange Program Demonstration

MILESTONE AWARD AMOUNT(S 000)

Management: ,
1. Using GeoExchange Program Demonstration results,

develop a detailed follow-on implementation plan for
commerciatization of GeoExchange technology in
Northein California

Achicvement;
2. Sponsor installation of GeoExchange systems at
GeoEachangeé Program Demonstration Participation sites

Up to 75 units (1)
75 to 155 units (2)
more than 155 units

Maiket Effects / Superioe Achievement:
3 Deteemine if the training program has significantly
increased participant knowledge of quality GHP design
and installation practices for at least 70% of the respective trainees.

TOTAL AWARD: $104 - $134

(1) A unit refers 1o either a residential housing unit of system installation at one commercial facility.

(2) Ouroriginal incentive budget was set based on 150 homes and about 2-5 commercial projects. Only by
redweing incentive levels can we rehate mote units which is challenging givea the already low incentive
amount.

Milestone linkage to markel effects:
1. Completion of training will increase trade aily awareness of GeoExchange technologies and
will increase the number of qualificd trade allics
2. Installed systems goal achievement evidences an increase in customer demand and market
share fog the technology
3. The follow on plan milestone does not directly address market effects but will instruct future
administrator how 1o most ¢ffectively cause market effects.
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MILESTONES

Super Cool Super Clean

MILESTONE AWARD AMOUNT(S 000)

Management:

Implement integratéd marketing and incentive program

with interested regional water agencies within 90 days

of Commission approval

Achicvement;

2.

Number of rebates paid (within 9 months):

2,000 - 4,000
4,001 - 6,200
More than 6,200

Market Effects / Superior Achievement:

3

Note:

Conduct a survey of panki_p.%;lng customers thal demonstratés that

¢ 50% of program participants can identify why they

received a rebate (models save encrgy relative to standard equipmkat) and

¢ thatthere is a linkage between the PG&E program

and the EPA Encrgy Star Program $60

TOTAL AWARD $188-$240

Only SERP models qualificd at this Refrigerator efficiency level in 1997 and Whirlpool has said
they will not make SERP units next year so very little product is likely to be available.
Additionally, washer rebates are significantly smaller in 1998 than 1997,

Milestones linkage with Market Effects:

Successful achigvement of the program's implementation milestone will directly resultin changes
in promotional practices as retailers increase their focus on qualifying products as evidenced by
their display of program promotional materials. Furthermore, program implementation necessarily
lcads to increased customer awareness from ulility outreach activities and promotional materials in
stores. The number of rebates paid Jirectly indicates increased consumer demand.
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MILESTONES

Restdential Energy Efficient Windows

MILESTONE AWARD AMOUNT(S$ 000)

Management:

1. Develop a residential energy efficient windows
program that Jeverages the National Fenestration
Rating Council (NFRC) and/or the EPA Energy
Star window initiative within 90 days of contract award

Achicvement:

2. Develop and conduct training séminars to educate
builders and window contractoss on efficient windows
and their proper installation

TOTAL AWARD:

Milestone linkage with Market Effects:

Collaborating with NFRC, Enetgy Star (EPA), and vendors will facilitate a concerted effort toward
market transformation. In addition, consumer education via various media will seive as the
foundation for demand increases.
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MILESTONES

Restdential Energy Efficlent Lighting Fixture Program

MILESTONE ' AWARD AMOUNT(S 000)

Manag¢ment;
1. Dysign and implement a residéntial energy

efficient Lighting Fixture Program within

90 days of Commission approval. '

(Program to b¢ designed and implementéd in coordination
with regional and national partn2is)

Achievement;

2. Verification nct of Fluorescent Fivture in¢éntives paid:
(A summary of th¢ program design and manufacturer agréements
will be submitted as vérification of program deployment.
In addition, documentation of units paid to retaifers and
manufacturers will be submitted)

50,000 - 100,000
100,001 - 150,000
More than 150,000

Market Effocts / Superior Achievément:
L} Demonstrate availability of qualifying fixtures in
at least 20% of retail outlets carrying fixtures.

TOTAL AWARD: $320. %410

Milestone linkages to market effect:
The first step to reducing market barriers and achicving the desired market effects is to work with
the mid and up-stream market actors to increase product availability and to provide consumer
education. Tracking the number of units will indicate movement in product availability.
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MILESTONES

PovwerPAct

MILESTONE AWARD AMOUNT(S 000)

Management:
L Negotiate to fruition, a financing ¢componént

for PowerPAct customer agencies. Withoul financing,
federal agencics are constrained in their ability

to accomplish enérgy efficiency projects. Have sufficient
administration fees under contract to offsel program
expenses. This would further demoastrate how ¢ncrgy
efficicncy ¢ould be ¢cost effective, self-sustaining

market for the federal sector.

Achievement:

2. Enlér into 6 new conlracts to perform work. Each
conlrt represents a project in which the federal agencies,
design professionals and manufacturers learn the
advantages of integrated design.®

TOTAL AWARD: $55

* The 6 contracts can be for any phase of work: feasibility, design or construction and may be at sites where
an easlier phase of work was initiated in 1997,
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MILESTONES

The PG&E Energy Center

MILESTONE AWARD AMOUNT(S 000)

Managemént:
1. Operate the Encrgy Center under proposed plans. $62

Achievement;
2 Complete 80 energy efficiency technology training
courses for the professional design community.

By October I, 1998, the PEC will develop a comprebrensive
design, cogincering community and customer database
capable of storing both PLC visitor and project information
as well as be expandable statewide inthe eventof a

fotmal collaboration among state enc¢rgy centers.

Market Effects / Supcrior Achievement:

4. Enhance Too! Lending Library with simulation
measurement and predictive tools for commeecial buildings,
complete 100 site-specific estimates of the savings achicved
through the use of these tools, and report the results of
these projects on a quasterly basis.

Complete a survey that detcimines 1 Jevel of knowledge
retained by a sample of panticipants in lraining courscs
offercd by the Ceater.

Total Award: $225
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MILESTONES

The Food Service Technology Center

MILESTONE AWARD AMOUNT(S$ 000)

Management:
1. Conlinue to manage service center and expand its

tist of clientele by providing reliable results and
customer specific feedback.

Achievement:

2. Four iew methods of test completed

3 Ten customet/designer/manufactures s¢eminass complete
4. Ten new equipment test reports complete

TOTAL AWARD: $193

These milestones bear directly on the most important mrarket eflects targeted by the FSTC. The
new test development work provides a benchmark for me¢asuring spexific equipment efficiency, a
necessary fisst step toward making higher efficiency equipment available. These testmethods
provide a means by which customers can specify energy efficiency perfonnance as part of their
procurement procedures. The equipment test ceports provide valuable information 1o ¢nd users to
aid their decision-making process. The seminars provide assurance that technical information
transfer is oocurring.

PG &E plans to peovide records and other necessary documentation such that progress toward and
attainment of these milestones is clear and unambiguous.
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MILESTONES

Design Assistance

MILESTONE AWARD AMOUNT(S 000)

Managemeal:

New Design Assistance progeam designed and
launched by 21598

Design Assistance program markel transformation outreach
(4 seminars, 3 workshops, 100 target market contacis by 9/30/98)

Achié¢vemenl:

3

Conduct 10 case studies during the first 6 months of 19938
that would show savings through design assistance

and design tools exceeding Tille 24 standards, using
simulation program data.

TOTAL AWARD: $213

PG&E’s Design Assistance Program milestones are ticd to the program®s measures of success.
Milestone One recognizes initiative of program activitics and program roltout. Milestones Two
and Three go ditectily to:
o Increased use of advanced design tools;

Early adoption of new encrgy standards;

Creation of “reach™ standards;

Distributing mote encrgy-elficiency information; and

Increased PG&E Energy Centers® use.

Al three milestones link Design Assistance Frogram's impact to market effects. Forinstance,
these milestones signify effors to:
¢ Change design and specification practices to promote re-integrating design practice;
¢ Change design firms® organizational behavior relative to premoting encrgy-efficient
design practices;
Improve compliance with existing encrgy codes and standards;
Enhance State encrgy codes through successfully integrating encrgy-efficient designs;
and
Increase awarencss and know ledge of energy-cfficiency benfits amongst market
players.
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MILESTONES

The CoolTools Project

MILESTONE AWARD AMOUNT(S 000)

Management:
{. The softwarce is functional and réady for initial phase release $15

2. A baseling study documenting existing commercial HYAC
design practice is complete 315

Achievement;
3 Distribute software 10 at least 50 design professionals for beta test $45

Market Effects f Superior Achievemeént;
4. 60 firms registered users of the chiller simutation too) $45

Total Award: $120

The primasy market effect targeted by this peogram is a design practice change: PG&E wants to
establish the practice of full energy simulation of altesnative design HVAC solutions for large
HVAC projects (new and retrofit). Today, such simulation does not occur; far Jess robust criteria
are employ¢d for ¢quipment selection.

The first step toward changing this practice is the development of the software tool that will pemit
such simulation.  As such, PGXE proposes the release of a functional sofiware package as project
milestone.

Thete is little specific documentation regarding the details of the design process and the
relationship of existing practices to encrgy efficient system design. PO&E*s baseline study will
provide a basis for demonstrating representative system efficiency values before and after the
availability of the design tool.

PG&E anticipates that any reasonable review of the project will be able to casily determine
attainment (or non-attainment) of the milestones. POKE will make program records and
documentation available as tequired.

Note: The baseline study will be very specifically focused on the use of encrgy simulation
praciices as they affect docision making in the HVAC design process.
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MILESTONES

The Lighting Exchange Project

MILESTONE AWARD AMOUNT(S 000)

Management: 7 _
L. The phase | electronic bulletin board is up, running

and available to the design community.

A detailed plan for phase I piojéct enhancements
is complete based on usage data.

Achievement;

3 30% of all useis find the information on the Lighting Exchange
credible and reliable. Based on non-self-selected data.

Total Award $57

Note: The phase 11 plan would be developed based upon extensive input from system phase 1 users.
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MILESTONES

Premium Efficient Relocatable Classrooms (PERCs)

MILESTONE AWARD AMOUNT(S 000)

Management:

L Completion of an analysis of the technical,
economic and opcrational feasibility of the more
efficient classrooms and present to the relevant
stakeholders (manufacturers, school districts)

Achievement:

2. Achieve [0% awareness of PERC’s in seivice
tervitory districts and have two districts commit to
specifying the advanced design.

TOTAL AWARD: $34

Note: Iuis anticipated that this project will require 3-4 years of work (o result in the desired markel
transformation. This represents the first year's milestones. Ultimately, milestones will be related to markel
penetration of premium efficiency measures.
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MILESTONES

Smar{Source

MILESTONE ~ AWARD AMOUNT(S 000)

Management: : :

l. “Backgiound work 10 develop and launch
SmanSource Web site, including gathering
vendor contact data and updating vendor

~ information database, and researching
“Equipment Pucchase Décision Info™ section:
<3 months from Boatd decision
3-5 months from Board decision
>S5 months from Board decision

Achievement;

2. Vendors signed on o be listed on SmantSource Web site:
<50 vendors
50-150 vendors
>150 ve¢ndors

Web site “hits™
<700 hits per month
700-1200 hits pee month
>1200 hits per month

TOTAL AVWARD: $62 . 489
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MILESTONES

Lighting Controls

The project milestones direcily correlate to the measures of success, market ¢ffects and
implementation strategy for the lighting control system investigation. These include partnering
with nationatly recognized lighting research organizations, developing testing protocols, product
testing, and the development of performance specifications and calibration standatds.

MILESTONE AWARD AMOUNT($000)

Management:
L Develop a tesling protocol to determing the photometric

response for lighting control systems. For a selected set

of lighting control systems, test each one of them, in a lighting
taboratoty, using the ageced upon testing protocol. For each,

develop and fully document photomelric response range.

Assemble a database with the test results. Develop and document
calibration and commissioning protocols for lighting control

systems. Develop a performance specification the purpose of assisting
the designer and spevifier in selecting and specifying lighting

control systems for indoor lighting applications.

Achievement;

2. Increase the awareness of the new tools and Jdata base
developad by the program for at least 30% of the
system manufacturers and professional organizations targeted.

TOTAL AWARD: $55
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MILESTONES
The Daylighting Project

MILESTONE AWARD AMOUNT($ 000}

Management;
1. The software is functional and ready for initial phase release $16

2 A baseline stdy documenting existing daylighting
design practice is complete $16

Achievément;

3. Develop 10 case studies where daylighting design
tools are used by architect to integrate daylighting
into electric lighting designs.

Total Award: $31

The primary market effect targeted by this program is a design practice change: PG&E wants to establish
the practice of full physical and computer simulation of daytighting impacts and incorporate this practice
into routine lighting design practice. Today, such simulation occurs only on a rare, exceplional basis.
The first step toward changing this practice is the development of the software tool and the physical tool
that will permit such simulation. As such, PG&E proposes the release of a fundtional software package asa
milestone.

There is litthe specific documentation regarding the details of the design process and the relationship of
existing praclices to high quahity daylighting design and of the energy saving implications of daylighting
design. PG&E’s baseline study will provide a basis for demonstrating representative system elficiency
values before and afler the availability of the design tool.

PG&E anticipates that any reasonable review of the project will be able to easily determine attainment {or
non-attainment) of the milestones. PG&E will make program recotds and documentation available as
required.

Note: The baseline study will be very specifically focused on the use of computer simulation as a lighting
and daylighting design tool within the lighting design community.
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MILESTONES

Light Emitting Diode Program

MILESTONE AWARD AMOUNT(S 000)

1. This is a small pilot program and should receive a performance

adder -5% simply by demonstrating a good faith effost to
implement above-described program design. $3

TOTAL AWA RD: $8

Note: [tis anticipated that this project will require 3-4 yéars of work to result in the desired market
transformation : Confidence in service life, proper characterization of operating environmént and heat
‘mitigation techniqués, and new luminance standards. This represents the first yéar's milestones.
Ultimately, milestonés will be related 1o 1he penétration of red, green and yellow light sources.
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MILESTONES

Hotel and Motel Program

MILESTONE AWARD AMOUNT(S 000)

Management: :

1. This is a small pilot program and should réceive a pesformance
adder -5% simply by demonstrating a good faith effost to B
impleméat above-descrited program design. $6

TOTAL AWARD: $6

Note: Itis anticipated that this projéct will requite 3-4 )-earé of work to resultin the desired market
transformation. This represents the first year's milestones. Ultimately, milestones will be related tothe
market penetration of high efficiency measures.
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MILESTONES

The Commercial Refrigeration Simwlation Project

MILESTONE

AWARD AMOUNT(S 000)

Management:
1. Develop new software and release for beta testing

Achicvement:
2. A baseline study documenting exisling commercial
refrigeration design practice is complete

Market Effects # Superior Achievement:
3. Get at least one market leader to adopt software
as part of their praclice

Total Award:

$30

$120

Note: The baseline study will be very specifically focused on the use of encrgy simulation practices as they
affect decision making in the commercial refrigeration design process.
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MILESTONES

Building Commissioning and Building Performance Tools

MILESTONE AWARD AMOUNT (S000)

Managemenl:

I Develop a guide that shows facility managers
how 1o collect building measurements and performance
measurements and perfosmance data with building
measurenient tools.

Achievement;

2 Develop 10 case studies in which building measurement
tools were used to measure baseline opcrations
based on the above-mentioned guide.

Market Effects / Superior Achievement:

3 Develop a case study of 5 buildings in which baseline
measurements were taken and, based on changes in
equipmenl, opcrations show at least a 10% decrease in
energy use as a result of lessons leamed from the program.

TOTAL AWARD:
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MILESTONES

The Encrgy Information Centers Integration Project

MILESTONE AWARD AMOUNT(S 000)
Management: -

1. A comprehensive analysis and implementation
plan for state-wide integration of encigy ceaters
will be complete by June t, 1998, with re¢ommendations
as to their organizational structure, funding, staffing,
facilities and target markets. '

Achicvement:
2. Ensure that all market segments have acdééss to
resources of an enctgy cénter for those who live
within major metropolitan cénters in the state,
including SF/Bay Area, LA Basin, Sacraméntd/Stockton,
Bakersfield/Fresno, Redding/ChicoEureka.

TOTAL AWARD: $44
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MILESTONES
Natural Cooling

The project milestones directly correlate (o the measures of success, market effects and
implementation strategy for the natural codling program. These include survey of the market place
to gauge the penelration rate for natural cooling systems and equipment, developing testing
protocols and the development of performance specifications and calibration standards.

MILESTONE AWARD AMOUNT ($000

Management:

1. Develop a projéct plan, testing protocols, and
commissioning guidelines for these new indirect
cooling systems.

Achievemeént: .
2. Sponsor § demonstrations of the technology.

TOTAL AWARD:




A97-10-001 ALJ/MEG/wav ¢

ATTACHMENT 3
APPENDIX A

MILESTONES
Third Party Proposals

MILESTONE AWARD AMOUNT($ 000)

Management: B .
R Develop Third Party Program to encourage a diversity of
programs from a variely of non-ttitity private sector
“encrgy seevices companics and other organizations. This
includes criteria for selection of programs to be funded.

Achievément:

2. Sign contracts with third party organizations ot o
companies, with the input from the CBEE, to the extent of the
funds authotized for this activily.

Recruit at Peast $ separate program proposals.

TOTAL AWARD:
On¢ of the objectives of the Commission, the legislation and the CBEE is to foster and encourage a viable
private sector energy services industry. PG&E’s third party program will encourage programs which affect

a variety of market bamiers with special attention paid to innovative approaches and any possible gaps in
the offerings of present encrgy efficiency programs.

(END OF APPENDIX A)
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Proposed Earnings Mechanism For Interim
Administration- Southern California Edison

I. OVEI’Vie‘t\' bt

In the October 1 application, Edison proposed to replace its existing DSM
shareholder incentives mechanism for a new performance awards mechanism
for 1998. Edison believes that the mechanism it proposed as part of the
October 1 application continues to represent a reasonable approach to
meeting all of the Commission’s objectives for 1998 — in regard to the
performance award mechanism design and in réegard to the performance
award levels possible under the mechanism. However, as part of the CPUC’s
ongoing joint planning process and in the spirit of achieving consensus
positions that both the CBEE and Edison could endorse, Edison has
continued to work with the CBEE’s interim administrator earnings
mechanism sub¢committee members to craft an alternate approach that would
be acceptable to both the CBEE and Edison and would allow the Commission
to avoid hearings that would threaten the State’s ability to accomplish its

transition goals on schedule. The 1998 interim administration earnings
mechanism described below achieves that goal.

The earnings mechanism described below is consistent with the
Commission’s goal to promote market transformation activities and the
privatization of the energy efficiency service industry. As anintegrated
package, the combination of elements in this mechanism: (1) provides an
appropriate level of potential awards for accomplishment of the Commission’s
and Board’s objectives as they specifically relate to program activities
proposed for 1998; (2) where appropriate, differentiates between good and
superior performance; (3) ties performance awards to factors that are (or
should be) within the interim administrator’s control; (3) provides balanced
“incentive signals” to the interim administrator to ensure that all of the
various programs in the portfolio are given appropriate attention; and, (4)
satisfies all applicable CBEE proposed policy rules for interim
administrators.

The proposed earnings mechanism for interim administration has two
components. The first component is a modified form of Edison’s 1997
earnings mechanism. The second component is a performance award
assigned to the nonresidential and residential Standard Performance
Contract programs. Each component is described below in further detail. In
addition, Table 1 (Proposed Earnings Mechanism For Interim
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Administration) indicates the various earnings amounts associated with each
program category.

II. _Modified Incentive Mechanism Component -

The interim administrator modified incentive mechanism rewards the
administrator for aggressive implementation of programs through
performance adder and modified shared savings treatments.

Performance Adder « A performance adder of five percent of program
expenditures applied to the following programs:

Residential Energy Management Services

Small Business Energy Use Survey

Small Business Lighting Modification

Commercial and Industrial Energy Managenient Services
Agricultural Energy Management Services

Residential Financing Program

Residential Appliance Direct Rebate

Residential Spare Refrigerator Recycling

Energy Efliciency Incentive Program

Residential SCE Home Program

Nonresidential Energy Design Resource

Nonresidential New Construction Incentive

Retail Initiatives

CHEERS

Consortium For Energy Efficiency Residential Electric End-Use Efficiency
Initiative

LED Exit Sign Retrofit/Replacement Program

Market Transformation Showcases

A performance adder of ten percent of program expenditures (CBEE
recommended for all utilities) applied to the following programs:

Local Energy Assistance Program (Third-Party Initiative)
Future Third-Parly Initiatives (Proposals implemented during interim
administration)

Shared Savings - The modified shared savings treatment applies to
nonresidential and residential Energy Efficiency Incentives and specific
Market Transformation programs. This modified shared savings treatment
is in addition to the performance adder treatment described above in order to
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promote cost-effectiveness in the administration and implementation of
affected programs. These programs are listed below and include a
description of how the shared savings mechanism would apply to each.

Energy Efficiency Incentives «
Residential Appliance Direct Rebates
Residential Financing
Residential Spare Refrigerator Recycling
Nonresidential Energy Efficiency Incentive Program

After the 9-month interim administration period concludes, a Utility Cost
Benefit Ratio is calculated, in aggregate, for the programs listed above. The
components of the UC Ratio calculation are listed below.

UC Ratio* = (RBn)/(UIC+UAC)

where;
RBn = Total Resource Benefits, net (Redeemed + Committed Coupons)
UIC = Utility Incentive Costs
UAGC = Utility Administrative Costs

*Calculation does not include possible performance award.
The calculated UC Ratio is compared to a four-tiered performance table listed
below. Each Tier includes a range of UC ratios tied to a predetermined
performance award. The actual performance award depends upon the Tier

the calculated UC ratio falis.

Tiered Performance Table

Tier

UC Ratio Range

Performance Award

1

<1.00

$ 0

11

1.00 - 1.40

[$ 800,000

111

1.60 - 2.00

$1,100,000

_I_Ef

2.00 +

$1,250,000

Market Transformation -
LED Exit Sign Retrofit/Replacement
Nonresidential New Construction Incentives
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After the 9-month interini administration period concludes, a Utility Cost
Benefit Ratio is calculated, in aggregate, for the programs listed above. The
components of the UC Ratio calculation are listed below.

UC Ratio* = (RBn)/(UIC+UAC)

where;

RBn = Total Resource Benefits, net (Redeemed + Committed Coupons)
UIC = Utility Incentive Costs
UAC = Utility Administrative Costs

*Calculation does not in¢lude possible performance award.

The calculated UC Ratio is compared to a four-tiered performance table listed
below. Each Tier includes a range of UC ratios tied to a predetermined
performance award. The actual performance award depends upon the Tier
the caleulated UC ratio falls.

Tiered Performance Table
Tier UC Ratio Range Performance Award
| <2.00 $ 0
1 2.00 - 2.60 $ 800,000
111 2.61 - 3.00 $1,000,000
v 3.00 + $1,260,000

III. Performance Awards -

The Performance Award is the second component of the interim
administrator earnings mechanism. Performance Awards applies to the
following programs:

Standard Performance Contracting (SPC) .
Residential SPC
Neonresidential SPC

See Edison’s SPC mechanism descriptions.
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1IV. Earnings Cap

The CBEE’s reccommended earnings cap for Southern California Edison is
$6.64 million (12% of $55.26 million program budget) during the 9-month
interim administration period in 1998. The carnings potential is slightly
above this amount, however, the interim administrator cannot receive more
than the earnings cap amount.

V. Definitions

Resource Benefits, net represents the present dollar value of net capacity
avoided costs and net energy avoided costs achieved over the life of the
energy efficiency programs. The dollar value is based on Edison’s 1997
avoided costs (i.e., marginal costs).

The RBn forecast is based on Edison’s forecasted number of units per
measure multiplied by pre-specified capacity reductions and energy savings
and the net present value of avoided costs.

Actual RBn equals actual and committed number of units rebated multiplied
by pre-specified capacity reductions and energy savings and the net present
value avoided cost.

Utility Incentive Costs are any incentives paid or committed to customers
during the interim period by the sponsoring utility.

Utility Administration Cosls are expenses necessary to administer energy
efliciency programs, and are exclusive of UIC programs may include payroll
and benefits, employee pensions, insurance, rents, worker’s compensation,
consultants, franchise requirements, office supplies, general plant
maintenance, general services, and other miscellancous expenses.
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Proposed Earnlngs Mechanisms For Interim Administration:
Southern California Edison
($ in millions)

: Budget . Modified Administrator
Program Calegory {9-M6s.) | Current Mechanism | Performanée Mechanism

General Information $ 332 $ $
EMS 9.40
EEl (Non-SPC) 10.60

Market Transformation

Third-Party Initiatives i5)
Nontes. SPC (6]

Res. SPC 7]

Total (8]
Cap

noles -

[1) General Information: No shareholder eamings.

(2) EMS: 5% perormance factor.

{3] EEl (Non-SPC): Does notinclude additional earnings potential for superior performance.

{4) Markel Transformation: Does nol include additional earnings potential for superior pedormance.
[5] Third-Party Initiatives: 10% performance factor.

{6] Nonrés. SPC: Does notinclude an additional $100K for superior pedormance.

[7) Res. SPC: Does nol include an additional $6K for superior performance.

(8] Edison’s Overall Funding Cap (12% of $55.26) equa's $6.64.
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SPC Performance Mechanism
Nonresidential SPC Programs

35% -- Step 1: Have SPC operational within 45 or 60 calendar days of final
Commission/CBEE approval, based on the following milestones:

a. Have SPC "on the street” and be able to accept applications from
project sponsors. This includes having all forms and procedures
completed and a documentation process developed. (40% of $980,000)

Have M&V protocols developed and available to sponsors for eligible
measures. (20% of $980,000)

Have program tracking system developed and in place. The tracking
system should in¢lude information about each project and the status
of various activities {such as project processing, inspections,
payments) for each project.(20% of $980,000)

Develop educational materials and conduct customer workshop{(s) on
the SPC program. SDG&E will conduct one workshop and then
determine if additional workshops are necessary; SCE will conduct
three workshops; PG&E will conduct ___ workshops. (10% of
$980,000)

Develop educational materials and conduct workshop on the SPC
program for project sponsors. (10% of $980,000)

Incentives are paid for each milestone as follows:

Milestone Within 45 Within 46-60 Over 60 Days
Days Days

a. SPC on the street $420,000 $392,000
b. M&V protocols $210,000 $196,000
¢. Tracking system $210,000 $196,000
d. Customer workshop $105,000 $98,000
e. ESCO workshop $105,000_ $98,000__

15% -- Step 2: Conduct pre-installation inspection within specified number of
working days after “complete” detailed application is received. The
inspection will include a baseline assessment for M&V purposes. For
aggregated projects, inspections will be completed consistent with the M&V
protocols.
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Within 1-15 days $430,000
Within 16-30 days $420,000
Over 30 days 0

156% -- Step 3: Conduct post-instatlation inspection within specified number of
working days after receipt of “complete” installation report from the project
sponsor. The inspection will verify that equipment has been installed in
accordance with the installation report.

Within 1-15 days $430,000
Within 16-30 days $420,000
Over 30 days 0

10% .- Step 4: Provide payment within specified number of days of receipt of
“complete” invoice for approved projects.

Within 1-15 days $290,000
Within 16-30 days $280,000
0

Over 30 days

26% -- Step 5: Incentives will be awarded based on final program Utility Cost (UC)
benefits based on the following tiered structure:

90-100% of forecasted UC net benefits 100% of $700,000
60-89% of forecasted UC net benefits 80% of $700,000
21-49% of forecasted UC net benefits 60% of $700,000
0-20% of forecasted UC net benefits 0% of $700,000

Forecasted UC net benefits are based on the following assumed end-use mix:

Lighting 30%
HVAC 40%
Other 30%

Costs for actual and committed projects, 1997 avoided costs, and ex ante
assumptions based on the most current Commission-approved measurement
studies {(or subsequently approved by the Commission) will be used to
calculate forecast UC net benefits.

Notes: “Complete” is defined as including all required information to meet
contractual obligations.
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For Steps 2, 3, and 4, the number of days is calculated as a simple
average of all projects processed.

Forecasted UC net benefits will be provided by November 13, 1997.
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Southern California Edison:
SPC Performance Mechanism - Residential SPC Programs

45% -- Step 11 Have SPC operational within 45 6r 60 ¢alendar days of final Commission/CBEE
approval, based on the following milestones:

a. Have SPC “on the stteet” and be able to accept applicétions from project
sponsots. This includes having all forms and procedures completed and a do¢umentation process
developed. (40% of $90,000)

b. Have M&V protocols developed and available to sponsors for cligible measures.
(20% of $90,000)

c. Have program tracking system developed and in place. The tracking system
should inctude information about each project and the status of various activities (such as project
processing, inspections, payments) for each projéct (20% of $90,000)

d. Develop educational materials ‘a'nd conduct customer workshop{s) on the SPC
program. SCE will conduct three workshops. (10% of $90,000)

. Develop ¢ducational materials and conduct workshop on the SPC program for
project sponsors. (10% of $90,000)

Incentives are paid for each milestone as follows:

Milestone Within 45 Days Within 46-60 Over 60 Days
Days

a. SPC on the street $32,680 $36,000
b. M&V protocols $18.840 $18,000

. Tracking system $18,840 $18,000
d. Customer workshop $9,420 $9,000
e. ESCO workshop $9,420 $9,000

15% -- Step 2: Conduct post-installation inspection within specified number of working days
after receipt of “complete™ installation report (com the project sponsor. The inspection will verify
that equipment has been installed in accordance with the installation report.

Within 1-15 days $30,900
Within 16-30 days $30,000
Over 30 days 0

10% -- Step 3: Provide paymeat within specified number of days of receipt of “complete”
invoice for approved projects.
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Within 1-15 days $20,900
Within 16-30 days $20,000
Over 30 days 0

30% -- Step 4: Incentives will be awarded based on final program Utitity Cost (UC) benefits
based on the following tiered structure:

90-100% of forecasted UC net benefits 100% of $60,000
50-89% of forecasted UC net benefits 80% of $60,600
21-49% of forecasted UC net benefits 60% of $60,000
0-20% of forecasted UC nét benefits 0% of $60,000

Forecasted UC net benefits are based on the following assumed end-use mix:

Lighting 30%
Space Conditioning : 40%
Weatherization 3I0%

Costs for actual and committed projects, 1997 avoided costs, and ex ante assumplions
based on the most current Commission-approved measurement studies (ot subsequently approved
by the Commission) will be used to calcutate forecast UC net benefits.

Notes: “Complete” is defined as including all required information to meet contractual
obligations.

For Steps 2 and 3, the number of days is calculated as a simple average of all
projects processed.

Forecasted UC net benefits are approximately $1.1 miltion.

(END OF APPENDIX B)
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San Diego Gas and Electric
1998 Adminlistrative Performance Incentives

Cap = $3.199 million

Program Budget Incentives Incentives
(Good) (Superior)

EMS -- Residential $1.096 $.055 $.055
-- Small Commercial 716 036 036

EEl -- Small Comm Rebates 1.395 .190 190
-- Residential SPC 3.134 467 500
-« Nonresidential SPC 7.958 1.091 1.169

Market Transformation 6.480 1.250 1.950

Third Party 1.100 110 110

Information -- Reésidential .769 0 0
-- Nonresidential 202 0 0

Totals $22.850 $3.199

Note: For the Small Commercial Rebate and some Mairket
Transformation programs, superior awards could be higher based
on actual level of UC net benelits.
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San Diego Gas and Electric
SPC Performance Mechanism
Nonresldential SPC Program

35% -- Step 1t Have SPC operational within 45 or 60 calendar days of final
Commission/CBEE approval, based on the following milestones:

a. Have SPC “on the street” and bé able to accept applications from project
sponsors. This includes having all forms and procedures completed and
a documeéntation procéss developed. (40% of Step 1 incentive)

Have M&V protocols developed and available to sponsors lor éligible
measures. (20% of Step 1 incentive)

Have program lracking system developed and in place. The tracking
system should include information about eéach project and the status of
various activities (such as project processing, inspections, payments) for
each project.(20% of Step 1 incentive)

Develop educational materials and conduct customer workshop(s) on the
SPC program. SDG&E will conduct one workshop and then determine if
additional workshops areé necessary. (10% of Step 1 incentive)

Develop educational materials and conduct workshop on the SPC
program for project sponsors. {10% of Step 1 incentive)

Incentives are paid for each milestone as follows:

Milestone Within 45 Days Within 46-60 Over 60 Days
Days

. SPC on the street $174,000 $153,000
. M&V protocols $87,000 $76,000
. Tracking system $87,000 $76,000
. Customer workshop $44,000 $38,000
. ESCO workshop $44,000 $38,000

16% -- Step 2: Conduct pre-installation inspeclion within specified number of working
days after “complete® detailed appfication is received. The inspection willinclude
a baseline assessment for M&V purposes. For aggregaled projects, inspections
will be completed consistent with the M&V protocols.

Within 1-15 days $172,000
Within 16-30 days $164,000
Over 30 days 0

15% -- Slep 3: Conduct post-installation inspection within specified number of working
days afler receipt of "complete” installation report from the project sponsor. The

.o.
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inspection will verify that equipment has béen installed in accordance with the
installation report.

Within 1-15 days $172,000
Within 16-30 days $164,000
Oveér 30 days 0

10% --_ Step 4: Provide paymeént within specified number of days of receipt of
*complete™ invoice for approved projects.

Within 1-15 days $117,000
Within 16-30 days $109,000
Over 30 days 0

25% -- Step §: Incentives will be awarded based on final program Utility Cost {(UC)
benefits based on the following tieted structure:

90-100% of forecasted UC net benefits $273,000
50-89% of forecasted UG net benefits $218,000
21-49% of forecasted UC net benefits $164,000
0-20% of forecasted UC net benelits 0%

Forecasted UC net benefits are based on the following assumed end-use mix:

Lighting 30°%
HVAC 40%
Other 30%

Costs for actual and commitied projects, 1997 avolded costs, and éx ante
assumptions based on the most current Commission-approved measurément
studies {or subsequently approved by the Commission) will be used to ¢alculate
forecast UC net benefits.

*Complete” is defined as including all required information to meet
contractual obligations.

For Steps 2, 3, and 4, the number of days is calculated as a simple
average of all projecls processed.

Forecasted UG net benefits will be provided by November 13, 1997,
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San Diego Gas and Electric
SPC Performance Mechanism
Residentlal SPC Program

45% -- Step 1: Have SPC operational within 45 or 60 calendar days of final
Commission/CBEE approval, based on the following milestones:

a. Have SPC "on the street” and be able to accept applications from project
sponsors. This includes having all forms and procedures completed and
a documentation process developed. (40% of Step 1 incentive)

Have M&V protocols developed and avaitable to sponsors for eligible
measures. (20% of Step 1 incentive)

Have program tracking system developed and in place. The tracking
system should include information about each project and the status of
various activities (such as project processing, inspections, payments) for
each project.(20% of Step 1 incentive)

Develop educational malerials and conduct customer workshop(s) on the
SPC program. SDGA&E will conduct one workshop and then determine if
additional workshops are necessary. (10% of Step 1 incentive)

Develop educational materials and conduct workshop on the SPC
program for project sponsors. (10% of Step 1 incentive)

Incentives are paid for éach mileslone as follows:

Milestone Within 45 Days Within 46-60 Over 60 Days
Days

a. SPC on the street $93,000 $84,000
b. M&V protocols $47,000 $42,000
c. Tracking system $47,000 $42,000
d. Customer workshop $23,000 $21,000
e. ESCO workshop $23,000 $21,000

16% -- Step 2: Conduct post-instaliation inspection within specified number of working
days after receipt of "complete” installation report from the project sponsor. The
inspection will verify that equipment has been installed in accordance with the
installation report.

Within 1-15 days $75,000
Within 16-30 days $70,000
Over 30 days 0
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10% -- Step 3: Provide payment within specified number of days of receipt of
“complete” invoiceé for approved projecls.

Within 1-15 days $52,000
Within 16-30 days $47,000
Over 30 days 0

30% -- Step 4: Incentives will be awarded based on final program Ulility Cost (UC)
benefits based on the following liered structure:

90-100% of forecasled UC net bénelits $140,000
50-89% of torecasted UG net benefits $112,000
21-49% of forecasted UC net benefits $ 84,000
0-20% of forecasted UC nel benelits 0

Forecastéd UC net benelits are based on the following assumed end-use mix:

Lighting %
Relrigerators %
%

%

Costs for actual and committed projects, 1997 avoided costs, and eX anle
assumptions based on the most current Commission-approved measurement
studies (or subsequently approved by the Commission) will be used 16 calculate
forecast UC net benetits.

"Complete” is defined as including all required information to meet
contraclual obligations.

For Steps 2 and 3, the number of days is calculated as a simple average
of all projects processed.

Forecasted UC net benefits wilt be provided by November 13, 1997.

END OF APPENDIX C
END OF ATTACHMENT 3
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Budget Summary Table
CBEE Final Recommendations

Al
Utilitles

Attachment 4
Table 1

PGLE

PGAE

SCE SCE

SDGLE

SDGLE

s¢G . s¢a

Program Types

EMS

Res SPC

Norwes SPC

Other EE1

New Construction

Gen. Info.

Other

Unatlocated 3 Parly

Sublotal 3-mo. program-only budget

MFRR (with % of program-only budget)
CBEE Set-Aslde

Performance Award Cap
(with % of program-only budget)

Total Recommended for 9-mo.
Budget PGC/EE andl’or Gas DSM
{program+MFRA+CBEE tped. cap)

Authorlzed PGCEE lot PY98
Authorized Gas DSM PYS8
Tolalfot authorized PGC/EE
and/or Gas DSM
Recommended tolal 9-month budget
as fraction of lotal authotlzed

(% 9-mo.
prog bud)

16%
6%
23%
16%
Yo
7%
18%
Yo

100%

8%

207.549

228.000
45.383

273.383

76%

additional analyses (% 9-month program budget)

Resldentlal Programs
Nonresidential Programs

35t

65%

M

11.483
2.415
13.685
10.000
6.100
4.265
13918
4.000
65.866

4.600

84.137

106.000 °
t2.888

118.888 -

(% 9-mo.
prog bud)

17%
4%
21%
15%
9%
6%

"o

37%
63%

M (% 9-mo.
prog bud)

9400 17%
1.800 3%
16.000 29%
10.000 18%
4160 7%
3.300 6%
8.800 16%
1.863 3%
100%

719%

29%
0%

™

1.812
3134
7.958
1.395
2.638
0.971
3.842
1.100
22.850

1.973
1.500

3.199

{% 9-mo.
prog bud)

8%
14%
35%
6%
12%
%
17%
5%
100%

9%

19%

8%
62%

$M (% 9-mo.
prog bud)

2.742 14%
2.950 15%
0.000 0%
4.081 21%
2215 12%
3220 1%
2.250 t2%
1.960 10%
19.478 100%

1.949
0.000

1.558

* The CBEE ks recommending that the Commission nol authorize the use of energy efficiency monies W fund dired assistance frograms, and, b particular, that PGC enetgy ellidency funds nol be used ko fund eleckic

direct asststance programs. PGAE included $29. 11 mation of funding {combined eleciric and gas) for s diredt assistance peogram In i3 aggfication. Inthe evenl 1hat it e Commission accepts the CBEL s recommendation,
B authorized PGC hunding for energy eflidency shoudd stk be §106 milkon (D 97-02-014, ordering paragraph 2, AB1830, Section 381).
** PGAE Included lunding tof Is g3 dract assistance program In the $27.920 miflion of authodzed gas DSM funds lor PY98. The CBEE s recommending Lhat the Commission nod authorlze the use of energy efficlency

monles 1o fund dicect assistance programs. Assuming that $15 032 millich of authorized gas DSM funds are kor gas dired! asskslance activities (D. 95-12-055), then

$12 888 mifion of authodzed gas DSM tunds are avalatde fof eneryy efficiency activities. The auvthodzed gas DSM lunding fot enetgy efliciency reporded
In this table has been reduced from $27.920 miikon 10 $12 888 mason consislent wih 1he CBEE’s recomme mdation.

Hole: this version ks from the 11719 supplemental filng
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Table 2

Program Summary - PG&E Page 1 of2
($ in mifions)

CBEE-Recommended Target Earnings
Customer Program  Supia- Authotlzed $-mo. CBEE-Recommended as %ol
Name Classi Type2 categorles3 Program Budget Tatgel Earnings4 Program Budget

Resid. Enérgy Management Services
Resid. Molti-Family

Resid. Energy Edue. & tnfo Services
Busin. Energy Management Senvices
PGAE Comfort Home

Express Efficiency

Standard Perdormance Contract-Res
Standard Pedormance Contract-NR
CHEERS

PGAE Comfort Link

Energy Star

Geo Exchange

Super Cool Supet Clean

Stockion Training Center

Efficient Windows

Efficient Lighting Fixtures

PGAE Energy Center

Food Service Technology Centet
Cool Tools

Lighting Exchange

Power Pact

Premium Ef. Relocatable Classrooms
Sman Sowrce

Design Assistance

Light Controls

Daylghting Design Tool

Light Emitiing Diode

Hotel & Motet

Commercial Refrigeration Simul. Tool
Building Commissioning

Energy Information Centers

Natural Cooling

ENS _ 2620 0.131 5%
EMS 0.750 0.037 5%
ENS 2.950 0.147 5%
EMS 5.163 0.258 5%
€€l 5.100 0.693 18%
EEl 11.000 1.925 18%
EEIl 2415 0.450 19%
33] 13.685 2550 19%
Gl 0470 0.008 5%
0.910 0.180 20%
0.440 0.055 13%
0.675 0.116 17%
1.200 0.210 18%
0.705 0.123 17%
0.525 0.065 12%
2.000 0.350 18%
1.240 0.225 18%
1.550 0.193 12%
0.600 0.120 20%
0.450 0.057 13%
0.440 0.05% 13%
0.275 0.034 12%
0.600 0.075 13%
1.860 0.233 13%
0.440 0.055 13%
0.650 0.081 12%
0.156 0.008 5%
0.115 0.006 5%
0.600 0.120 20%
0.930 0.186 20%
0.350 0.044 13%
0.745 0.093 12%

EEEEFEEEEEES-EE-FE-

OQ0QQ0Q0Q0QOL00COOROOROCO00
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Table 2

Program Summary - PG&E ¢onl. Page 2 of 2
($ In mitions)
CBEE-Recommended
Customer Program  Supra- Authotlzed 9-mo. CBEE-Recommended
Name : Classi Type2 c¢ategorlesd Program Budgel Targel Earnlngs4

Tatget Eamings
as % of
Program Budget

Emerging Technologies RNR MT 0.305 9.038
Enetrgy Standards ANR C MT 0.140 0.025
Regional Natonal Alfiances ANR MT 0.143 0.005
Unalocated 3 Party ANR C 3PN 4.000 0.400

2%
18%

4%
10%

Program Subotal 65866 g221*

MFRR ltems

PYa98 Programs
Pre-98 Programs
CEC Data Collection
Regulalory Reporting
Fotecasting

Ohet

Subtotal $ mé. MFRR

CBEE selaside
Administrator Performance Awatd Cap

Total Recommended for 9-Month Budget

1 R=residentiad, NR=nofresilentiat, R KA -both

2 EMS-erergy management services, EEL= erergy eflicdendy ncenthves, Gl=general larmation, NCzhew construction, O=cthet

I MTzIntegraled & Upstream Marked Transformation, MT*=MT wzh fnandal incentives, 3PN =Thind Parly Proposals of nliatives accegled by uilies pursuard

ko discussions inliated less than 2 months priot, 3P0=Third Party Proposals of Inliatives accegded by utities pursuant b discussions nia%ed over 2 moniths poiot
4 Targel eamings have been updaled wih supglemental information submifed 11/7.97 pursuant lo CBEE guidance provided at 103097 CBEE meeting

** 2 "Overal Administralor Perfonnance Amard C2p®

Hote. (s version s trom the 14719 supplermental fiing

14%
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Table 3

Program Summary - Southern Califotnla Edison Page 1 of 2

($ in mifions) COEE-Recommended Targel Earnings
Cuslomer Program  Supia- Authorized 9-mo. CBEE-Recommeénded as % of

Namé Classi  Type2 categotlesd Program Budget Target Earnlngsd Program Budget

Resid.(in-Homa Audit & Energy Use Piofie Audi) EMS 1.600 0.080 5%
Smalt Business Energy Use Survey EMS 0.400 0.020 5%
Small Business Lighting Modification Program EMS 0.400 0.020 5%
Commerical and Industrial EMS EMS 5.300 0.265 5%
Agricutural EMS EMS 1.700 0.085 5%
Residantal SPG EEl 1.800 0.200 1%
Residential Finarcing Program EEl 1.500 0.187 12%
Residentia! Appliance Direct Rebats Program EEl 0.800 0.100 13%
Residental Sparé Refrigerater Recycling EEL 5500 0.688 13%
Commetcial and Industrial SPC EEl 16.000 2.800 18%
Energy Etficiency Incentive Program 2200 0.275 13%
SCE Home Program 0.800 0.040 5%
Energy Design Resourcs 0.800 0.040 5%
New Coastruction Incentive Program 2500 0.705 25%
Retal intiative 3.000 0.150 5%
CHEERS 0.300 0015 5%
Local Govemment Enetgy Efficiency
Awareness Program
Consorium for Enérgy Efficiency Residential
Electiic End-Use Efficdlency Inltiative
LED Exit Sign RetrofitReplacement Program
Markel Transformation Showcases
Mass Market Information
Customet Techndlogy Applications Center/AgTAC
Maiketing Support 0.500 0.000 %
Unallocated 3 Party 0.180

Pto-g!am Subtolal 6632

MFRR

PY98 Programs

Pre-98 Programs

CEC Data Coftection
Regualoy Reporting
Forecasting

Othet (Management support)
Subtotal MFRR

CBEE Setaside
Administrater Pedormance Award Cap
Total Recormmended 9-Month Budgel

m
m

20%33

0.900 0.0%0 10%

0.200 0.010 5%
1.800 0510 28%
2.900 0.145 5%
0.300 0.000 0%

0.000 0%

LoQ0o 0O

cLee
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Table 3
Paga 2 of 2

1 R=residential, NR-nonreskiential R NR=both

2 EMS: encrgy management services, EE ketergy efficency Incentives, Gl=general Infonnafion, NC=new construction, O-olfer

3 Mi:=htegraled & Upstream Makat Transtormation, MT*=MT with finandial Incentives, 3PH=Third Party Proposals of Infiatives accepled by utilies pursuant

to discussions Inftialed bess than 2 months priof, 3PO=Third Party Pioposals of Jnlialive s accegded by utities pursuant to discussions Iiltia’ed over 2 mondhis geior
4 Target earnings have be en updated wikh supplemental Rormation submitted 14/797 pursuand to CBEE guidance proviled al 103097 CBEE meeting

** = *Overall Administrator Pedormance Award Cap*

Hota: this version Includes a change trom the 13/19 supplemental Hing
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Program Summary » San Dlego Gas & Eleclrlc Table 4

{$ in mifions) CBEE-Recommended Target Earnings
Customer Program  Supia- Authotized 9-mo.  CBEE-Recommended as %ol

Name Classi  Type2 calegotles3 Program Budget Targel Earnlngsd Program Budget

Residential Audit Program R ' 1.096 0.055 5%
Smak Commercia) Audt Program NR 0.716 0.036 5%
Residential SPC Program 3] 3.134 0.467 15%
Norresidental SPC Program NR : 7.958 1.091% 14%
Sma¥ Commercial Rebate Progiam NR 1.395 0.190 14%
Residential Fixlure Program 1.347 0.280 21%
Horizontal Clothes Washer Program 0242 0.010 4%
EnergyWise Contractor Program 0539 0.030 6%
esid. Energy Design Assisl. Prog. 0.265 0.010 4%
Energy Star Program 0.634 0.180 28%
Energy Efficient Motots Program 0495 0.030 e
Bulldiig Operator Certfication 0.260 0.010 4%
Norves. Energy Design Assist Prog. 0.128 0.010 8%
Savings Thwough Design Program 2245 0.670 30%
Energy Cents Program 0.325 0.020 6%
Residential nformation Program 0.769 0.000 0%
Norvesidental lnformaton Program 0.202 0.009 0%
Unallocated 3 Party 1.100 0.110 10%

Program Sublotal 3439 ¢ 14%

MFRR

PY98 Programs
Pie-98 Programs
CEC Data Collection
Regulalory Reporting
Forecasting

Othert

Sublotat MFRA

CBEE Sel asids

00005300 0F000

Adminstrator Pedotmance Award
Tolal Recommended 9-Month Budget

1 R=residentiaf, NA-nonceskential, R NR=both

2 ENS:zenetgy management services, EE1-energy eliciency Incentives, G=general Informalion, NC:new construction, O=othet

I MT=hnlegrated & Upsteam Market Transfonmation, MY *=MT with finandial incentives, 3PN=Thrd Pady Froposals of Inliath es accepled by viillies pursuant ko discussions
inkialed less fan 2 monlhs pdor, 3PO=Thind Party Proposals of Inlialives accepled by wtillies pursuant to discussions lliated over 2 months por

4 Targel earnings have been updated wih supplemental Kformalion submited 11797 pursuant to CBEE galdance provided at 103097 CBEE meeting

* = "Qverak Administrator Pedormance Awand Cap*

HNote: this version ks from 1he $1/10 FSing
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Table 5

Program Summary - SoCalGas
{$ In mitions)
, CBEE-Recommended Target Earnings
Customer Program  Supra- Authoilzed 9-mo. CBEE-Recommended as % of
Name Classi Type2 categotlesd  Program Budgeld Tairgel Eamnlngs Program Budget

Enetgy Advantage Home Program O MT 2275 0.110 5%
The Homa Enetgy Fitness Program EMS 0.400 0.020 5%
EnergyFacts Gl 1.000 0.060 6%
CHEERS , ) MT 0.250 0.020 8%
AGA Cooperative Advertising Gl 0.300 0.020 7%
CEE1 - Commercial Eqipment Replacement (CER) €l 2203 0.350 16%
Industial EEI E€l 0.588 0.160 27%
Energy Edge EEl 0.640 0.350 55%
Commercial Energy Management Senvices Prog. EMS 1.930 0.099 5%
industial Energy Management Services Prog. EMS 0.362 0.018 5%
Norresidental Information Prog. Gl 1.920 0.420 6%
Alemative Enetgy Efficlency EEl 0.650 0.600 0%
Select Technologies o 2.000 0.120 6%
Residential SPC EE 2.950 0.650 2%
Unalocated 3 Party - Norves o 0.980 0.098 10%
Unaflocated 3 Party - Res o 0.980 0.093 10%

Piogram Sublotal 1.658 ** 8%

MFRR lterns

PY98 Programs

Pre-98 Programs

CEC Data Collecton

Regutatory Reporting

Fotecasting

Othet (with nonPGC funded General Managament)
Subtotal MFRR

Administrator Pedormance Award Cap
Total Recommendad 9-Month Budget

1 R:zreshfential, Kfl-rorreshdential A NNA:=both

2 EMS=energy management services, EE L-energy effidency Incenthes, Gi=general Information, HC=tew constration, O=othes

I MT=inlegraled & Upstream Market Transtormalion, MT*=M T with financial incertives, 3PN=Third Paty Proposals of Inliatives accesded by uities pursuant

Yo discussions hitialed less than 2 morths prict, 3P0 =Third Party Proposals of Iniatives accepled by utities pursuan to discussions Inliafed ovet 2 months pect
4 Program budyet has been updated with supplemental informalion submitted 117397 pursuand fo CBEE guidance provided at 10°30.97 CBEE meeling

' = ‘Overal Adninktrator Pesformance Award Cap®

HNote: (s version Is from the $15/10 1ikng

(End of Attachment 4)
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PGAE Table 1

Summary of 1598 Ferformance Incentives snd Awards fot Interim Admilnlstrators
Incentives and awards are represented in § miflion, and as 4 parcent of program budgst

Nine Month Total Peit. Peil. Award Managemant - Based Pom Activity - Based Mkt ChangeEHecls - Based Net BanetivSavings - Based *
Program Awardor 33 % ofPgmn % ot Pgm % ol Pgm % ol Pgm % of Pgm
Frogram Nams Budgel AwardCap Budget Amount  Budgel Amounl Budget Amount Budgal Amourt Budget

Aesid. Erergy Management Senvices 2620 0.13% 50%
Resi. Mo Fanily 0.750 0.037 4.9%
Besid. EnefJy Educ. & Info Services 2950 o147 e 50%
Busin Energy Management Sedvices 5163 0258 : 50%
PGAE Confodt Home 5100 0950 s 50%
Express Efficiency 11.000 2.100
Standard Perlormance Contract-Res 2415 0450
Standard Pedonnance ConlractNR 13685 2550
4.000 0.400
0.170 0.0C8
PGAE Comfod Lirk 0310 0225
Energy Star 0440 0.055
Geo Exchange 0675 Q.94
Super Cool Super Glean 1200 0240
Stoddon Training Cenler 0705 0.423
Efficient Windows . 006S
Efficient Uigiting Fhitures ; odi0
PGAE Energy Cenler ] 0225
Food Senvice Technology Cenler . 0.133
Cool Tooks | 0420
Uighting Exchangs . 0057
Powet Pad . 0055
Premium E8. Aelocatable Classrooms 00M
Smad; Source } 0.089
De sign Asslstance , 0233
Light Controls ’ 0055
Daylighting Design Tool 0081
Light Emitting Diode . 0.008
Holel & Motet . 0.006
Commerdal Retrigetation Simul. Tool X 0.120
Building Commissioning 0.186 \
Energy Information Centers 0044 ‘ 0018
Natural Cooling . 0093 . 0037
Emerging Technologles 0038 . 015
Erergy Standards 0140 0025 . 0020
Regional Nalionad Aances 0.41) 0.005 A 0005
Karket Studes 0.100

Total and Sum €5.466 10.050 2353 6% 2482 I
Adjusted for Award Cap 65.066 LR H | 18048

* Esfimale of energy and demnand savings are based on ex anle engineering estimates afusted for tha resulls fof prior ex post measwement and evahiafion studies.

*Total and Sum® shoautd be sums and % using sums.
*Adusted kot the renand cap® shoutd be the sum for budget, bul with the Incentive’award sum and % afusted fot the cap.

Marsgemenl-based. achlevernent of Internal utdity program milestone s (¢ g , 103 ot of programin 60 days).

Frogam activlty-dased. achlevernerd of external program mlesiones (o g, conducting x# of audls, of # of pacticiparnds).

Mad.et changes and market effeds based. changes In markels of masket effects due to the program (e g . changing stocking practices ot customes aaaeness).
Het benelits o savingsbased basesS onhet benelits benelits minus costs) of energy and demand savings.




A97-10-001 et al. ALMMEG wav

Table A Southern California Edison

Attachment 5

Table 2
Pags 1ol 4

Summary of 1994 Performance Incentives and Awards for Interim Adminlsts ators (§ 1721/597)
Incerfives and anards 37w represerfedin§, and a8 8 percect of program budget.

Proyan

Kre Worth
Budget
(3, 000)

Total
Fedormance
Anded ot
Awmard Cap

Pedormance
Anacdas
% of Program
Briget

Pedormance Alder

Manazemert Based

Program Aclvity Based

Wakel Change Thects Based

Net Bere'ls of Savings Based

Aot ol
$.00)  Progam
Budget

Aroud % of
13,000) Progam

Arounl N of
13, 000) Program
Budgel

Amourd % of
13, 000) Progam
_Budpel

Amourt %ol
($,000) Program
Budget

Resid [InHome Axit & Erespy Use Profle Auit)
Small Busira ss Energy Use Survey
Small Busine ss Lighting Modifcation Program
foomme rcial and Industdal
Fouhuat
Fesiderfial SPC
Resdefal Firancing Program
Residerfiat Applance Drect Rebate Fyogram
Residerfial Spare Refrigeralon Pecycling
fCommercial and Industial $PC
€ rergy EMfciency Icerfve Program
SCE Home Fyogram
knefgy Design Resource
Incerive Program
Fetal Wialve
ICHEERS .
K ocat Government Erergy ENCency
Awarerass Program
IConsadum for Energy Efficiency Residential
Eleckc End Use Efficency Flatve
hLED Exl Sipn Reb ol Replacemert Program
aket Fransformaton Shewtases
Wass Makel Formaton
Customet Technalogy Apphicalions Cerler’AgtAC
Warkeling Suppont
b atocated 3rd Paty bliaTves

1,600
0
0

$,300

1,700

1,800

1,500
]

5,500

18,000

2,200
&
800

2,500

3,000
20

900

200
1830
2500

330
2200

500
1863

$ 83

-
-

183

%
5%
%
5%
%
"%
%

ux
%
%
o
L
10%

8%

5%

%

5%

%

[

$%

© 5%
275 (33
- %
1) L3
(%] §%
(%] 5%
| 73 &%
150 5%
[} 5%

9N

0
9
143

180

233333 3 33383

%
G%
%
O
%
oN
L2l
o
23
%
[}
%
%
o
%
o8

i

(23
[
o
%
%
[t
o

L)
[
0%
[
L8
%
"
L s
b2
L

L )
o%
o%

2P
%

Total 8nd Sum

£5.26)

$ 8.96)

1%

$_ 180

wler
rir

%

ustedfor AmndCap

$
$ 55,263

$ 8.84)

2%

* Ectirates of energy and demand savings are based on e 1 3te engine #ing eshima’et 3 x'ed bor te res s of prior ex post measwrement ad evahation shudes.

*Tolal and sumn® shoutd be sums and % using sams.

*AZusied for e 3ward cap® should te the sum tor budget, Bul with 14 incenthe aaard sum and % sdus’ed Sor the cap.
Pedomance a3ler. % of program cos's, a8 in Va fitioral meckanisms for EMS progrars.
Management based. dased on ifemal progran mlestones {¢ g, krgle nerl Ihe program wihin 30 days; offer and comgle’s twa baining sessions)
Frogram activly base 3 tased on mlestores and acthlies wihin e progran (¢ 9, nurber of ur s comgle’ed, numt et of desigrers ¥ared).

Makel changes and markel eMects Lased Based on changes nmakets of market #ects due W he program (¢ 9, etserved change In s'ociing of avalatity, change I awarenest of kncale pe)

Netterelts of $3vings base 2 based on Wity Cost Test rafic goa's.
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Table 2
Page 3ol 4

Table C. Administrator Performance Award - Southern California Edison (11/21/97)
($ In million) :
Utitity-Proposed Activity-Based  Aclivity-Based Activily-Based
Performance Incentive  Management- Award: Program Award: Market Etfecls  Award: Ultimale
Name Award ($M) Cap Based Awaid®  Mitestones’ of Markel Gutcome®  Outcoms'

Resid finHome Ausit & Energy Use Profle Audit) $ 0.080 . $ 0080 . : -
Smab Business Enérgy Use Sutvey 0.020 0.020 : -
Small Business Lighting Modification Program 0.020 . 0020

" Comméria and Ivdustial 0265 0265
Aghcuiural 0.085 0.085
Residental SPC 0200 -
Residential Financing Program 0206 0.080
Re sidenbal Appliarce Direct Bebate Program 0110 . 0040
Residental Spare Refrigérator Recycling 0.757 0275
Commarcial and tndustial SPC 2.800 - .
Energy Efficiency kéentve Program 0.502 0410
SCE Homae Program 0.040 0.040
Enérgy Design Resource 0.040 0.049
incenfive Program 0.8%0 . 0.12%
Retal InBatve 0.150 . 0.150
CHEERS 0015 - 0015
Local Govemment Energy Effciency . .

Awareness Program 000 0.09)
Consortum fot Energy Effidiency Residental - .

Eleclic End-Use Efficiency Initative 0.010 . 0010
LED £xR Sign RelrofiReplatement Program 0615 0.090
Markel Transformation Showcases 0.145 0.145
Mass Market Information . .
Customer Technology Applcations Cented AgTAC . .

Marketing Support . .
Unallocaled 3d Party Initatves 0180 0.180

Program Sublolal 6.980 1860 §
1

§ Perlrmance a-3def comporent.

? Mlestores component kor SPC programs.
I Nore.

¥ o3 fed share S savings Lealment.
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Table 2
Paged ol 4

C-1. Adminlistrator Performance Award Summary - Southeérn Californla Edison (1§/21/97)

Activity-Based  Aclivity-Based Actvity-Based
Utifity-Prop Awaid Cap Mgt-Based Mgt-Based Award: Prog Award: Mkt Effects Award: Uitimate
Perf AwardCap ot Prop Award Award® Award® Mitestones® ot Mkl Outcéme’ Outéome®
Name : Award ($M) (% Prop Award) (% Prog Costs) (% Prog Admin) (% Prog Costs) (% Prog Cosls) (% Prog Costs) (% Prog Costs)

Resid (In-Horie Audit & Energy Uss Profile Audt) $ 0080
Smafl Businéss Energy Use Survey
Smal Busine ss Lighing Modification Program
Commercia and lndustial
Agricuunal
Residental SPC
Residental Financing Program
Residential Appliance Direct Rebale Program
Residantal Spare Religerator Recycling
Comnmercial and Industial SPC
Energy Efficiency Incentive Program
SCE Home Program
Enérgy Design Rescurce
lncentve Program
Relal lnitatve
CHEERS
Local Govemment Energy Effidiency
Awareness Program
Consorium for Energy Effiiency Residental
Electic End-Use Efficiency Iniative
LED ExA Sign Relrofit Replacement Program
Markel Transformation Shawcases
Mass Markel lnformaton
Customer Techndlogy Applications Centet! AgTAC
Cuslomer Technology Appbcations CentetfAgTAC
Customer Technology Applications CenleAgTAC

3% 5%
10% 5%
5% 5%
5% 5%
5% 5%
0%
13%
20%
18%
0%
7%
5%
10%
£3%
" 30%
5%

L T S N L T T R O S L S T T S T S T ¥

Program Sublolal




AST-10001 et al. ALIMEGWaY Attachment 5

Table 3

San Diego Gas & Electlc Company i i 1 o B L R N
Summary of 1398 Performance Incentives and Awards fot Inferim Adminislrators ) ) R
centives and A\nrds are Ropusm!od In Doflars and ; u & Pl ent of Program Budge!)

Nine Month_ | Toral Fedpmance Fedomance Asder azement| A Makat Cha et Banafas ot Savings Based™
_ BuRget _FPylorance Anydas T4 ; o Aneut | Mo - At b
180000 Award or N A0 0 [ S L . AL, . SR N oy ) I S,
AaardCap . :

rrnWso Oonbadcx
f—‘os«dwtal Residential Erargy Duaqa

_Design ks hssf-_m____
Savings Through Design
EnergyCots

* F dormance Adfec ccm;m-i ﬂpru;wns {nachdng t,
- !s:__ a'sy dvorg[ 3 demand sevings 8'etese S on o1 ey e

g
Net Ba-a'ls o S|m,p Bases Bazedonrmbers'ts koe'ts s ccsb) of srdrgy of deTand uwgs
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Table 4
Pagatol2

3-Month Frogram Summary - 5oCalGas Flnanclal | WU Activity- ActivRy-Based
(3 b milfion) Wnility- : Incentives Based Awwnd:
Preponsd & Paymenks to Awad: Maskel £t acts
{Customar Program Suprs t2mo.Pgm|#-mo. Pgm Honutilky Incentive Program o Markel
am¢ Class®  (Type'  lcalegorles® | Budger ! Providers® Cap Miestonss’ Outcomae®

Ener g9 Advaniage Home Frogram A C.6t _ Mf° 24
The Hore Erergy Finess Frogram JEMS 0.420
EnergyFacts (REED $.200
ERS A W it 0X0
AGA Cooperatve Alvedsing (G! Q.40
(El - Comctercial Eqprent Replacement [CER) NA 2531
strial £ AR 0666
Er-er;g Edge ;NR 0750
ur ercial Energy Manajement Sendces Frog. ‘hﬂ 3 2457
ndustrial Erergy Umw el Sexvices Prog. ) 0.40
INoreesidential hloma!m F109. ; ] 2908
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Attachment 5

Table 4
Pago2of2

Administrator Performance Award Summary « SoCalGas (9-Month Budget)

Activity-Based

Aclivity-Based

Activity-Based

Utility-Prop

Award Cap

Mgt-Based

Mgt-Based

Award: Prog

Award:; Mkt Effects

Award: UlSmate

Pert

Award Cap

ot Prop Award

Award’

Award®

Milestones®

of Mkt Outcome’

Outcome’

Name

Award ($M)

(% Prop Award)

(% Prog Costs)

(% Prog Admin)

(% Prog Cosls)

(% Prog Cosls)

(% P1og Costs)

(% Prog Costs)

Enstgy Advantage Home Program

0.114

[

5%

5%

5%

%

0%

0%

The Home Enetgy Fitness Program

0.020

%

5%

5%

5%

[

0%

%

EnetgyFacls (REED)

0.050

O%

5%

5%

5%

0%

0%

0%

CHEERS

0013

o%

5%

5%

5%

0%

%

%

AGA Codpetative Advertising

0.015

[

5%

5%

5%

0%

%

%

CEEIl - Commercial Equipmént Beplacemoant {CER)

0350

%

16%

11%

5%

o%

0%

ndustial EEl

0%

28%

%

5%

0%

%

Enstgy Edge

o

54%

&%

5%

%

(3

Commetcial Enorgy Management Senvices Prog

(3

5%

5%

5%

%

0%

industial Energy Management Services Prog

5%

5%

5%

[

0%

Nonr8idental Information P10g

0%

5%

5%

5%

%

0%

Alternatvéd Energy Efficdency

0%

0%

0%

0%

0%

Select Technologiss

o%

5%

5%

5%

%

Nonrgsidontal Third Party lnitiatves

[

5%

5%

%

0%

Residental Third Parly Wubatives

%

5%

5%

%

Residental SPC

%

5%

5%

%

%

Nonrosidential New Constructon
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ATTACHMENTS
TABLES

SUMMARY OF PROPOSED 1998 SHAREHOLDER INCENTIVE MECHANISMS

Revised 11/21/97

1. Performance Basis

. Sharing Percentage

. Measurement and Verification Requirements
and Protocols

. Length of Mecasurement Period

. Linkage Between Measurement and Payout
. Projected Dollar Level of Incentives

. Funding Source

PG&E

All 1998 surcharge funded programs would be subject 1o a new award mechanism. PG&E would achieve awards
for meeting a variety of individual milestones for each program. These milestones include:

Managemenl bype milestones: These include milestones such as 1) Implement an encegy efficient information
call center which has the capacity to handle approximately 200,000 calls per year (Res. Energy Education and
Information Seavices Program), 2) Design and implenxent a Third Party Financing Option within 90 da)s of
commission appsoval (POG&E Comfont Link Program).

Achlevement Uy pe milestones: These include milestones such as 1) 15% of net benefits using the utility cost
test, net beneflts are based on savings detérmined in the authorized measurement studies, achicvement awards
capped at 15% of total program expenditures (Express Efficiency Program), 2) Complete 80 energy effici¢ncy
technology training courses for the professional design community (PG&E Enérgy Center).

Market effects / Superior Achfevement (ype milestones: These includé milestones such as 1) Demonstiate that
at least 50% of the successful attendees of the coutses expect to use their know lédge from the coursés in
designing, building ot installing mote efficiént structures and are likely to retain or even spread this knowledge to
non-participants (Stockton Training Centér), 2) 60 firms registered users of the chillér simutation ool (The
CoolTools Project).

Fixed or variable dollar awards are identified for each milestone for each program. On average, the “sharing
percenlage™ is approximately 14% of program expenditures.

All mitestones would need to be verified but no protocels exist for most of them. For those programs with
milestones based on encrgy savings would be samplad ¢x post to ensure the claimed installations are there,
Savings would be based on ex-ante savings estimates and no additional M&V work would be conducted. Savings
would include actual and committed.

One year only. Alter completion of the grogram period, all milestones would be verified immediately and no
further measurement would be conducted.

The award would be received inone installment in the year after verification of mifestones was completed.
$9.22 million cap.

Public goods charge and gas funding.
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ATTACHMENTS
TABLE 6

Southern Californta Edison

Summary Of Proposed 1998 Sharecholder Incentive Mechanisms

1.

Performance Basis: Performance Adder Mechanism - 5% of all
program expenditures. Shared Savings Mechanism - 15% of Resource
Benefits, net (actual and committéd results) of Energy Efficiency
Incentive programs.

. Sharing Percentage: Performance Adder Mechanism - 5%. Shared

Savings Mechanism - 15%.

. Measurement and Verification Requirenients and Prolocols:

Performance Adder Mechanism - recorded expenditures. Shared
Savings Mechanism - ex ante per unit savings and number of
inslallations (actual and committed).

. Length of Measurement Perlod: Concurrent with program

implementatton.

. Linkage Between Measurement and Incentive Pay Out: Verification

of recorded expenditures and number of installations (actual and
committed).

. Projected Dollar Level of Incentives: $10 million cap.

. Funding Source: Public Goods Charge.
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ATTACHMENT5
TABLE 7
Page 1 of 2

SUMMARY OF PROPOSED 1998 ADMINISTRATIVE PERFORMANCE INCENTIVES
UPDATE FOR SAN DIEGO GAS AND ELECTRIC
NOVEMBER 21, 1997

1. Performance Basis a. En¢rgy Managemént Services (EMS}: 5% of program éxpenditurés.

b. Third Party Initiatives: 10% of program expendilures.

¢. Small Commercial Rebate and Upstream Market Transformation (MT) programs: 5% of program
expenditures pius 15% of Utility Cost (UC) net benelits.

d. Residential SPC program:

Step 1: Timing of program belng operational based on 5 specific activities.
Step 2: Timing of post-instaliation inspections,

Step 3: Timing of payments.

Step 4: Percent of forecast UC net benefits achieved.

. Nonresidential SPC program:

Step 1: Timing of program being operational based on 5 specilic activities.
Step 2: Timing of pre-instaliation inspections.

Step 3: Timing of post-installation inspections.

Step 4: Timing of payments.

Step 5: Percent of forecast UC nét benefils achieved.

2. Sharing Percentage a. EMS: 5% of program expenditures,
b. Third Party: 10% of program expenditures.

¢. Small Commerclal Rebate and Upslream MT programs: 5% of program expeaditures plus 15% of UC nét
benelits.

d. Residential and Nonresidential SPG programs: Incéntives are fixed dollar amounts.
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ATTACHMENT 6
TABLE 7
Page 2 of 2

3. M&V Requirements and
Protocols

a. EMS and Third Party: Calculate tolal expendilures.

b. Small Commercial Rebate and Upstream MT programs:

Calculate totat expendilures. ,
Calculate UC net benefits tor completed and commiitted projects based on ex ante savings assumptions,
1997 avoided costs, and actual and commitied expenditures.

¢. Résidential SPC program:

Step 1: Delermine dales of accomplishment of specific activities for program o be operational.

Sleps 2 and 3: Calculate average timing for post-installation inspections and payments for all projects
processed. - .

Step 4: Calcutate UC net benefits for completed and committed projects based on ex ante savings
assumplions, 1997 avolded costs, and actual and committed expenditures.

d. Nonresidential SPC program:

Step 1: Determine dates of accomplishment of specific activities for program o be operational,

Steps 2, 3 and 4: Calculate average timing for pre-installation inspections, post-installation inspections and
payments for all projects processed.

Step 4: Calculate UG net benefits for completed and commilted projecls based on ex ante savings
assumptions, 1997 avolded cosls, and actual and committed expenditures.

4. Length of Measurément
Period

All program measurement activitios to determine results for performance incentives to be completed for inclusio
in DSM Annual Summary and AEAP lo be filed in May, 1999.

6. Linkage Between
Measuremen! and Payout

Measurement activilies described in #3 must be completed for incentive payments to bé awarded. Payments of
incentives 10 be made as soon as possible {within one year) after verification of resulls.

6. Projected Dollar Level
of Incentives

$3.2 million cap.

7. Funding Sourc¢e

1998 energy efficiency surcharge funds and gas program funds.
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ATTACHMENT 5
TABLE 8

SoCalGas' Proposed PY98 Shareholder Incentive Mechanism

1.

Perormance basis:

SoCalGas proposés a two-part mechanism which will include a management fee based on
program management goals, and an achievemenl incentive based on the nél benefils
garmered by the program.  The suggested management fee would be 5% of thé recorded
program expenditutés. The suggested achievement incentive would be 15% ot the fiet Utitity
Cosl benefils realized by the program, using 1997 filed éx-anté program performance
parameters. This achieévement incentive will apply only to programs with easily definable ex-
ante program pedormance paramelers, i.e., the existing Energy Efficiency Incentive program
and any néw propodsed standard performance ¢ontract or third party market transformation
programs whose net benefits are éasily defined.

Sharing percentage:
The management fee is 5% of the tecorded program expenditures. The achievement
incentive is 15% of the net Utility Cost benelits.

Measurement and verification tequirements and protocols:
Benelits areé calculaled using 1997 filed ex-anteé program perdormance parameters and
veritied numbet of instaliations.

Length of measurement period:

The performance incentive will be paid upon verification of PY98 program achievements
(numbet of instaltations), and thetefore will not require post-"98 load impacl ot retention
studies. :

Linkage between measurement and incentive pay oul:
Incentive will be paid oul upon verification of PY38 program achlevements (number of
installations).

Projected dollar level of incentives:
Projected 12-month total Incentive payments are $1,896,000. This is 7.0% of the overall
program budget, 8.4% of the program budget without MFRR and Support.

Funding of Shareholder Incentives.

This incentive will be pald from previously collecled DSM funds, and therefore will nol require
increased rates. SoCalGas is also proposing a retroactive earnings adjustment of $12.4
million, which would also be paid from previously collected DSM funds. SoCalGas requests
authorization to use $15 million of the existing over collection in the CEA account for the
incenlive and fot the relroactive earmings adjustmenl.

(END OF ATTACHMENT 5)
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Table 1

Estimated Stalewide Commitments for DSM Programs ($ million: eslimales through Oclober 1897)

Commitments [Program/Project Net
{Outstanding Specific Commilments | Commitment
Ca'egory Obligations) | Encurmbrances | {col. A- col.B) | End Date 1

Shareholder Incéntives 246.9 . 246.9 12/31/09
Measurement and Evaluation 37.5 < 37.5 12/31/09
Bidding Programs 93.4 73.9 19.5 12/313/06
New Constiuction Programs 26.5 23.7 28 12/31/014
Other Activities
a. Fotécasting and Regulatory Compliane 18.7 7.6 1.4 12/31/02
b. Load Management 14.2 - 14.2 12/31102
¢. Administrative Cosls 16.0 - 16.0 12/31/09
d. Markel Transformation/Comnercializat 4.6 - 46 12/31/07
e. ClA Incentives 8.2 7.6 0.6 12/31/99
f. Other 16 - 3.6

Subtotal Other 65.4 15.2 50.2
Revenues (loan repaymént) 55 - 55 12/31104
Tolal (Exc). Shateholder Incentives and R4 2227 1128 109.9
1 The latest end date teporied by the utfties was employed.
2 Data are cakulaled lrom Tabls 2. See Table 2 and s [oolnotes 16 detailed notes and qualifications.
Notes: (1) This and subsequént tables do nol account for ulllities' tesponses to any CBEE action laken
at the October 24, 1997 meeting of the CBEE regarding treatment of some MFARR activities and funds.
This will be updated at a laler dale. (2) AX tables may contain rounding etrors.
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Table 2
(Page | of 3)

Estimated Statewlde Commitments for DSM Programs, by Utility
($ milllon: estimates through Oct. 1997)

Calegory Commilmentls  Program and Net Commitment Comments
(Outstanding Project- Commitiments  End Date
Obligations)  Specific (col. A- col. B)
Encumbrances

Pacific Gas & Electic *
1 Shareholder Incentives 1324 . 132.4 $2/31/09 For PY 94 - 97, cecovered outside
of DSM budgels
2 Measutement and 165 . 165 12/31/09 FTE to ¢complete réquired studies
Evaluation fot PY 94 .97

3 Bidding Programs 637 83  12/31/06 Commercial and Industrial

4 New Construction Programs 237 12/31/01 Residential (end date 12/31/993)
and Nontesidentiat {(end dale
12/3151)
5 Othet Activities )
a. Forecasting and s . : Demand forecasting! planning
Regutatory Comphiance {end date 12/31/98) and
Regulatory Complance (end date
12/3109) ~
b. Léad Management
¢. Administrative Cosls
d. Market Translormation/
Commercialization
e. ClA Incéntives
Sublotal Gther
6 Revenués (loan repayment)

Tolal (Exciuding Shateholder
Incentives)

Southein Calfornia Edison”” *
1 Shareholder Incentives . 123109
2 Measurement and . . 12/31/06
Evaluation
3 Bidding Programs . 1273106
4 New Construction .
Programs . 12/31/99
5 Other Activities
a. Foretasting and
Reégulatory Compliance
b. Load Managemenl ! I 12/31X02 Thermal Eneigy Storage (end
date 12/99), Cooperatives {end
data 12/01), Aie Condit. (end dale
1202), Interruptdles {end date
12/02)

¢. Administrative Costs

d. Markel Transtormationy
Commetcialization

e. ClA Incentives

1. Energy Efficiency

Showcases
Sublotal Other
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- Table 2
(Page 2 of 3)

Calégory Commilments  Program and _ Nel Commitment
{Outstanding Project- Commitmenls  End Dale
Obligations) Specific (col. A- col. B)
Encumbrances

6 Revenues (loan sepayment)

Total (Excluding Shaieholder
Ircentives)

San Diégo Gas & Efeclric *

1 Shareholder Incentives

2 Measuremenl and
Evaluation

3 Bidding Progtams
4 New Construction Programs
5 Other Activities
a. Fotecasting and
Regulatory Compliance *

b. Load Management®

¢. Administralive Costs

d. Market Transformation/
Commercialization
e. CIA Incentives

Sublotal Othet
6 Revenues (loan repayment)
Total (Excluding Shareholder
Incentives)

12/31/08 Earnings for PY 94 - 97, ,
_ retoveted ocutside DSM budgels

12/31/08 o complets tequired studies ot

PY 94 - 97; also closée-down of
1997 programs in ¢arly 1998

12/31/02 Payments and Administrative

¢osts for pitot bidding programs
n'a

12231702 Costio il CEC requirements
(load fesearch and anfual
saturalion studies).

12/31/02 Reésidential and Nontesidential
load management rale admin.
cosls

12/15/98 Costs associaled with incenlive
payments on energy efficiency
contracts

12/31/04 Financing Rate Program
Revenues from loan repayment
are also excluded.

Southern California Gas Company

1 Shareholder Incentivas ©

2 Measuremenl and
Evaluation
3 Bidding Programs *

4 New Construction Programs

§ Other Activities
a. Fotecasting and

Regulatory Compliance
Load Management

b.

¢. Adminis!r&?v‘e Cosls

4. Market Transformation/
Commetdalization

6. ClA Incenlives

1273108 For PY 94 « 97, 1écovered outsida

of DSM budgeéts
12/31/08 FTE 1o complele required studies

for PY 94 .97 _
12/31/98 Contracts with 3 res. ESCO's

nfa

na
na

na
na

n/a
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Table 2
(Page 3 of 3)

Commitments Program and Nel Commitmenl
(Outstanding Project- Commitments  End Dale
Obligations) Specific (col. A- col. B)

Encumbtances

Subtotal Other - -
6 Revenues (foan repayment) - .

Total (Excluding Shareholder 16.0
Incentivés)

) The end date was assumed to be 123102 _

, Jable & information from PGAE's supplemeént Oct. 15, 1997 fifing.

. Table I1-2 information from SCE's supplement Oct. 15, 1997 fiing. ) _

g Summary Table of SDGAE Estimated Commitments information, from suppleméntal Oct 15 tifing.
. Table 1 information from SoCal Gas' suppleméntal Ocl. 15 fifing.

, Table 2 information from SoCal Gas supplemental Oct. 16 fiting, assuming no Buy-Out. .
SCE reported only nel commitments {commilments minus encumbrances) in the Oclober 15,1997 filing. To accommodate this

convention, SGE's net commitments aré entered in the Commitments ¢otumn of this lable, and zero éncumbrances are recorded.
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Table 3

Estimated Yeat-End 1997 Carryover Funds, by Utility (§ million: estimates through Octobet 1997]
Carryover Tolal Nett | Estimated
Utility Program Electnic Carfyover [Commitments Fund Balancd
{1) 2) {1)- (2

ConservationVEnergy
SDG&E  [Eificiency $ 148 8|$ 206
Load Management 1.7 1.7
Fuel Substitution : 28
Measufement,

Forecasting and
Regulatory Repoding K . 32
Other DSM . . 1.0
Subtolal DSM 3. . 293
DSM Bidding - . . 9.5

Reésidential
Nonresidential
Pedormance Adder
Non-incentive
Interest

LIGB

Load Management
Fuel Substitution

Load Retention & Load
Building

Measurement,
Forecasling and RR
Other DSM

SoCal Gas
Total
1 From Table 2

(End of Attachment 6)
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Commissioner P. Gregory Conlon, Dissenting:

I disagree with one issue in this decision regarding the amount of funding Pacific Gas &

Electric (PG&E) must transfer to the California Board for Energy Efficiency (CBEE) for
cost-effective energy conservation. My colleagues, based on their reading of the
language of Assembly Bill 1890 (AB1890) believe that $106 million should be transferred
by PG&E to CBEE. 1agree that this is a logical statutory interpretation of AB1890 but |
believe that it is inconsistent with what the State Legislature intended to do. Having
participated throughout the AB1890 hearings, I believe that the intent of the Legislature
was clear that the $106 million figure in AB1890 included funding for both cost-
effective energy efficiency programs and PG&E’s low-income energy efficiency
programs such as weatherization.' Ibelieve the Legislature intended that overall
cnergy cfficiency funding for PG&E should remain at its then currently authorized
levels. This would have set PG&E’s funding levels at approximately $92 million for
cost-effective energy conservation and approximately $14 million for low-income

energy cfficiency programs.

' The distinction between these wo programs is that low-income energy efficiency programs,
because of the public policy benefits they provide, may, but are not required to be cost-effective
when viewed solely from a Demand Side Management (DSM) perspective
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PG&E and the Natural Resources Defense Council (NRDC), both of which were

active parlicipants in AB1890, support this interpretation The distinction between the

funding levels for these two programs were more clearly enunciated by the Legislature
for both Southern California Edison and San Diego Gas & Electric. This distinction was
not as clearly articulated in the statute as it should have been for PG&E but it is clear to

me that it was the intent for PG&E as well.

As I noted at the Commiission meeting, PG&E may want to pursue an
appropriate clarification of AB1890’s intent. In doing so, PG&E may want to identify
the relevant portions of the legislative discussions regarding AB1890, as preserved in
the video recordings of the Joint Comunittee’s hearings to better determine the intent of
at least the Joint Committee. If unable to establish clear intent than ultimately the

statute would have to be clarified by the Legislature amending AB1890.
[s! P, Gregory Conlon
P. Gregory Conlon

San Francisco, Califomia
December 16, 1997
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Commissioner P. Gregory Conlon, Dissenting:

I disagree with one issue in this decision regarding the amount of funding Pacific Gas &
Electric (PG&E) must transfer to the California Board for Energy Efficiency (CBEE) for
cost-effective encrgy conservation. My colleagues, based on their reading of the
language of Assembly Bill 1890 (AB1890) believe that $106 million should be transferred
by PG&E to CBEE. Iagree that this is a logical statutory interpretation of AB1890 but I
believe that it is inconsistent with what the State Legislature intended to do. Having
participated throughout the AB1890 hearings, I believe that the intent of the Legislature
was clear that the $106 miillion figure in AB1890 included funding for both cost-
effective energy efficiency programs and 'G&E's low-income energy efficiency

programs such as weatherization. ' Ibelieve the Legislature intended that overall

energy efficiency funding for PG&E should remain at its then currently authorized

levels. This would have set PG&E's funding levels at approximately $92 miiliion for
cost-cffective energy conservation and approximately $14 million for low-income

energy efficiency programs.

' The distinction between these two programs is that low-income energy efficiency programs,
because of the public policy benefits they provide, may, but are not required to be cost-effective
when viewed solely from a Demand Side Management (DSM) perspective
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PG&E and the Natural Resources Defense Council (NRDC), both of which were
active participants in AB1890, support this interpretation The distinction between the
" funding levels for these two programs were more clearly enunciated by the Legislature
for both Southern California Edison and San Diego Gas & Electric. This distinction was
not as clearly articulated in the statute as it should have been for PG&E but it is clear to
me that it was the Intent for PG&R as well.

AsI noted at the Commission meeting, PG&B may want to pursue an
appropriate clarification of AB18%0’s intent. In doing so, PG&E may want to idenﬁfy
the relevant portions of the legislative discussions regarding AB1890, as preserved in
the video recordings of the Joint Committee’s hearings to better determine thé‘iﬁ't'_eﬁt of
at least the Jolnt Committee. If unable to establish clear intent than ultimately'the
statute would have to be clarified by the Legislature amending AB1890,

P. Gregory Cénlon

San Francisco, California
December 16, 1997
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituling Rulemaking on the Commission’s
Proposed Policies Governing Restructuring

California’s Electric Services Industry and Reforming R.94-04-031
Regulation.

Order Instituting Investigation on the Commission’s
Proposed Policies Governing Restructuring 1.94-04-032
California’s Electric Services Industry and Reforming
Regulation.

ADMINISTRATIVE LAW JUDGE'S RULING
- REQUESTING SUPPLEMENTAL INFORMATION
FROM THE CALIFORNIA BOARD FOR ENERGY EFFICIENCY

On November 24, 1997, the California Board For Energy Efficiency (CBEE) filed
its request for proposal governing the selection of program administrators and policy
rules for energy efficiency (RFP). Interested parties filed comments on the RFP on
December 10, 1997.

In its December 19, 1997 response, CBEE indicates that it agrees with some of the
recomunended revisions and clarifications requested in those comments. Accordingly,
CBEE should file a supplement to its December 19, 1997 response that translates those
areas of agreement into language revisions to the RFP. This supplement may bein the

form of replacement pages, addendum material or a marked up version (or sections

thereof) of the November 24, 1997 REP, whatever is most appropriate given the nature

of the revisions.

In addition, CBEE should provide specific examples from existing state contracts
where a two-step process has been used and/or where negotialion has occurred under
an RFP process, similar to the proposed RFP. CBEE should provide specific cites from
state procurement rules that support this approach, or that do not prohibit it. In

addition, CBEE should define and list the types of clerical and administrative errors
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and/or inconsistencies that will be addressed during the draft proposal phase. CBEE
should describe any negotiation steps to the RFP process, either before final selection of
winning proposers or after, and specify the topics and isstes that would be subject to
such negotiation.

On December 10, 1997, the CBEE and Low Income Governing Board (LIGB)
jointly filed proposed 1998 budgets for Board operations. It will be useful to evaluate
these amounts in the context of overall funding for energy efficiency and low-income’
programs in 1998. Accordingly, CBEE and LIGB should supplement the December 10,
1997 filing by presenting the overall budget for 1998, including their proposed amounts
for Board expenses and the program budgets recently approved for 1998 programs.

CBEE should indicate the amounts budgeted for the interim administrators as well as

for the new administrators scheduled to take over operations on October 1, 1998,

In addition, CBEE and LIGB should provide a summary of actual 1997
expenditures (and commitments) for board operations, and compare those levels to
authorized amounts. Finally, CBEE and LIGB should describe any studies to be
conducted by the board or consultants that are included in the budget proposal. For
cach study, present the funding level and describe the scope of study. Explain how that
study 1) relates specifically to the board’s responsibilities as set forth by the
Commission and 2) does not overlap with any studies expected to be undertaken by the
utilities (as interim administrators), the new administrator(s) or analysis agents.

CBEE and LIGB should file the information requested by this ruling no later than
January 12, 1998. The information should be filed in the Commission’s Docket Office
and served on the Special Public Purpose service list in this proceeding.

The filings requested by this ruling shall not be subject to comment. In addition, 1

want to emphasize that the comment period on the RFP has ended. No additional
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comments will be accepted, except as permitted by Assigned Administrative Law Judge
or Commissioner Ruling.

This ruling is effective today.
Dated December 22, 1997, at San Francisco, California.

Adniinistrative Law Judge
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CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of the original attached

Administrative Law Judge’s Ruiing Requesting Supplemental Information From The

California Board For Energy Efficiency on all patties of record in this proceeding or
their attomeys of record.

Dated December 22, 1997, at San Francisco, California.

William A. Vicini

NOTICE

Parties should notify the Process Office, Public Utilities
Commission, 505 Van Ness Avenue, Room 2000,

San Francisco, CA 94102, of any change of address to insure
that they continue to receive documents. You must indicate
the proceeding number on the service list on which your
name appears.




