
PU8LIC UTILITIES CO:'tIMISSION OF TilE STATE OF CALIFORNIA 

ENERGY DIVISION 

RESOLUTION 

RY.80LUTION E-3S78 u 

MARCH 18, 1999 

RF.80LUTION E-357S. PACIFIC GAS AND ELECTRIC COMPANY, SAN 
DIEGO GAS & ELECTRIC COi\IPANY, SOUTHERN CALIFORNIA GAS 
COMPANY, AND SOUTHERN CALIFORNIA EDISON COMPANY REQUESTS 
FOR APPROVALS OF 1999 ENERGY EFFICIENCY PROGRAMS, AS 
RECO~IMENDED BY THE CALIFORt~IA BOARD OF ENERGY EFFICIENCY. 
PROGRAM AREA BUDGETS, PROGRAM BUDGETS, AND AL TERt~ATIVE 
PERFORMANCE A \VARDS APPROVED. POLICY RULES CONDITIONALLY 
APPROVED AS INTERIM. 

BY PG&E ADVICE LETIER(AL) 1819-EJ2117-G FILED NOVEMBER 17, 1998; 
SnG&E At. 1132-FJll14-G FILED NOVEMBER 16, 1998; SOCALGAS AL 2760 
FILED NOVEMBER 16, 1998; SCE AL 1348-E FILED NOVEMBER 16, 1998; 
AND CBEE ALI-E/I-G FILED OCTOBER 16,1998 • . 

SUMMARY 
l. Current energy etlidency progranls in eflect using 1998 funds were extended on a 
ni.onth-to-month basis in 1999 under Resolution E-3589. The California Board for Energ)' 
Efl1ciency (CBEE) and the utilities have been working to submit a complete t 999 Energy 
E01ciency proposal for the Commission's consideration. To date, the utilities' advice letters 
provide a revised set ofpolic)' rules, progranl budget structure with a revised perfOOllaIlCe 
inCcl'ltivc awarJ m~hili1islll. and a basic. but incomplete series ofprograni. proposals. This 
Resolution adopts the utilities' Prografn Area Budget. program budgets, progralli. budget 
structures, and the Alternate Perfornlance Incentive Award Mechanisms. as revised by the 
utilities on January 13,. 1999. 

2. Pacific Gas and Electric Company (PG&E), Southern California Edison (SCE), Southern 
California Gas Company (SoCaIGas). and San Diego Gas & Electric Company (SDG&E) shall 
implement the energy etliciency and Deniand Side Management (OSM) programs for Program 
Year 1999 (PY99), as referenc~d b)' their respective program budgets. 

3. Pacific Gas and Electric Company (PG&E). Southen'l. California Edison (SCE), Southern 
California Gas Company (SoCalGas), and Sari Diego Gas & Electric Company (SOG&E) shall 
me supplemental advice letters containing additional program element descriptions and a 
program budget "map" linking program spending between PY98 and PY99 tern\s by Match 2S. 
1999. 

4. This Resolution conditionatly adopts the general polic)' direction of the Energy 



Resolution E·3S18 
PG&B AL 1819·EI2Il7·G; SCE AL 1348·R 
SoCalOas AL 2760; SDG&B AL IIJ~·ElI124·G; 
CBEE AL l-FJ1-0'a"p •• 

Mar~h 18, 1999 

EOkienc), program redesigns for 1999. Excepting protested policy issues, the CREE's Policy 
Ru1e changes, additions and suspensions are adopted as Interim and applicab1e to Interim Utility 
Administrators. . 

S. lne protests and comments on related issues to the original advice letters shalt be 
ad~ressed in a subsequent resolution. 

BACKGROUND. 
I. As required by the Assigned Commissioner's Rulings in Rulemaking (R.)98-01·037, 
dated September 23, 1998 and October 1 t 1998 the CBEB filed Ad\'lce .Letter 1011 E, dated 
October 16, 1998. On November 16 and 17, 1998, Pacific Gas and Electric Company (PG&E) 
filed Ad\ice letter (AL) 2117-GII819-E, San Diego Gas & Electric Company (SDG&E) tiled 
AL I 132-FJl 124·G, Southern California GasCompMy (SoCalOas) filed AL 2760, arid Southern 
California Edison Company (SCE) filed AL I 348-E requesting approval of 1999 Energy 
Efl1ciency Program Plans. Budgets. and Perfornlance Award Mechanisnls. The utilities' Advice 
letters were filed to be consistent with the CBEE's tecori\nlendations contained in its 
AL I-&I-G. 

2. The COil\illissi6n require.s California's invcstor-o\\ued electric and gas utilities (0 offer 
progranls intended to help their customers improve the energy eOiciency oftheit buildings and 
facilities. These programs have included services canging fronl rebates and IO\\'-interest 
financing to on-site technical assistance Of energy infonllatiou centerS. where customer's and 
design professionals can obtain reliable infomlation about new technologie.s. In response to 
electric re.sttucturing, the Comulission adopted a new approach t6 energy efi1ciency, which seeks 
to pronlote the development ofprogranls and other activities that rely mote on private energy 
efliciency providers and that transfoml existing markets to a higher level ofden1and for energy 
efliciency products and services. The objective is to create sustainable, vibrant markets in which 
private energy eOiciency providers offer and customers adopt increased levels of energy 
emcicnc), products, services, and practices, \\;th a decreasing need for pUbtic funds. 

3. As a result of electric re.structuring, the existing inwstor-o\\ued eleclric utilities no longet 
are obJigated to plan and acquire generation re.sources for captive customers. This change in the 
traditional relationship between the utility and its custonlers provides the utility \\ith a greater 
disincentive to Offer energy emdency progranls. while trying to retain generation sales 
customers. In D~ision (D.) 97-02-014. the Commission created a pUblic board. the Cati(ofnia 
Board for Energy E01ciency (CBEE), (0 ad\'ise it on how to pursue these major changes to 
ratepayer-funded energy emciency progra'ms under a restructured industry. The CBEE's 
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• Developing proposed new poUC)' roles to gowm development and delivery of 
ratepayer funded energy ell1ciency programs under the changes to the policy 
environment listed above. 

• Oeveloping a comIX'tith'e process to select new Program Adn1inistrators to oversee 
the delivery of energy eOldency programs. 

• Continujng to advise th~ Commission on the delivery and administration ofthe 
programs once new Progranl Administrators have been setected. 

4. Subsequent Commission decisions (0.91-04-0-14, D.97-0S-0"1, 0.97-09-117. 0.97-12· 
093.0.97-12-103, and D.98-02-0"0) provided additional guidance and direction for the CBEE. 
In D.97-02-014. the Commission direded gas utilities to participate in the joint pJanning process 
and to coordinate \\ith the CBBE. rdterating its intent to establish a surcharge to fund gas energ)' 
eOiciency programs in the same n\anner as el~'ric programs. Current funding for the gas utility 
Demand·Side Management Programs (OSM) is authorized by Commission decisions in utility 
rate cases. As of this date. the utilities are serving as Interim Administrators, onhlng programs 
designed to provide a smooth transition between the old and new policy franleworks and 
administrative structures. The CBEE is charged \\lth overseeing ajoint planning process "ith 
the utilities to deVelop s~cific ptogranls and budgets. and "lth making recommendations to the 
Commission on these issues. 

5. During 1998. the CBEE conducloo six public workshops to assess the existing utility 
energy efl1ciency programs and to provide recommendations on market transfonllation policy 
objectiws to the Commission for its consideration. The CBEE 3.1S0 held 40 public meetings 
where additional public input was r«dwd. 

6. Resolution (Res.) E-35SI dated Decemocr 17. 1998 authorized the utilities and the CBEE 
to continue 1998 programs at 1998 funding levels through the end of February 1999. 

7. On December 17 and on December 21, 1998 the CDEE tiled Preliminary and Final 
Recommendations and Comments on its review of the utilities' advice letters. 

8. On January 13, 1999, the utilities submitted comments in response to the CDEWs 
December 21, 1998 comments on their 1999 Energy EOidency Program and Budget Advice 
letter mings. providing an Altemate Perfonnance Incentive Award Mechanism \\ith additional 
program descriptions. milestones and perfonnance incentive data. Oy request of the Energy 
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Division. each utility mailed their comments to the Service List in R.98-07-037 and in(onlloo 
redpients they would be allowed ten working days to submit comments. No ·party provided 
cOn'lments. 

9. On January 15, 1999, the CBER provided cornments on the utilities' Alternate 
Perfomlance Incentive Award Mechanism. 

10. On Februruy 18, 1999, the Cornmission approved Re.solution E·3589 authorizing month· 
to-month funding and program delivery, and pemlitted pre.implementation tasks necessary for 
timely deployment pf 1999 programs. 

NOTICE 
I. Notices ofPG&E AL 2111·GI1S19-E, SDG&R AL 1132·Ell 124·0, SoCalGas AL 2760· 
G, SeE AL 134S-E. and CBEE AL I-Elt·G were made by pUblicatton in the Con\nl.ission's 
calendar and by n'ailing copie.s of the HUng to adjacent utilities and interested parties. 

PROTESTS 
I. Partie.s t1Iing protests/comments to the CBEE's and the utilitie.s' advice letters include: 
The Utility Refoml. Network (TUR..'J), Residential Energy Etlkiency Clearing House, Inc. 
(REECH), the Otlice of Ratcpaycr Adnxates (ORA), the California Energy ConHilission (CEC), 
the MarketPlace Coalition (MC)', the Natural RcsQurces Defense CouncillNRDC)~ the National 
Association of Energ)' Ser\'ices Companies (NAESCO), the City of San Jose (San Jose), the 
Association of Bay Area Governments (ABAG), and the Community Energy Services 
Corporation (CESC). 

2. The CBEE, PG&E, SoCatGas, SDG&E and SCE responded to the protests. 

DISCUSSION 
I. In its advice letter, the CBEE puts forth a comprehensive set of redesigned Energy 
Elliciency recommendations for the Commission's consideration, encompassing: Institutional 
and Transition Issues, Budget Recommendations, Policy Rules Application and ~lodiHcationsJ 
General Program Recommendations, Perfomlance Incenti\'es, Market Asse.ssment and 
E\'aluation Recommendations and Program Area (Residential, Non-Residential, and New 

I The MarketPlace Coalition (MC), includes Residential Energ)' Services Companies' United 
Efi'Ort [RESCUE). Insulation Contractors' Association. and SESCO~ INC.) . .. 
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construction) Re-commendations. The CBEE's recommendations are founded upOn its efforts 
over the P.1St year. 

2. PG&B, seB, SoCalOas, and SDO&E filed advice letters largely consistent "ith the 
CBEE's recommendations. 

Filings D~ficienl 
3. Protests and comments to the eBEE's and the utilities' advice letters des~ribed the 
utilities' filings as incomplete regarding the programs (or Program Year 1999 (PY99). ORA 
atgues that the Conlmission should r:tot authorize progranl plans until and unless additional data 
is provided tdath'e fothe administrative ~d iroplen1entation cost split. NAESCO criticizes that 
the utilities did not provide adequate justification fot their proposals to ofter Standard Incentive 
Programs, stating there are no justif1cations described to trans(oml prograo1s into the market and 
the utilities have not met the standard. REECH states that the advice letters were hastily . 
conceived and are premature. REECH requests theutitities subnlit another tiling to comply. 
REECH also requests there should be no new progranl offerings by utilities unless specifically 
lInked \\lth market transfer steps. REECH slates that the utility filings are de\'oid of details on 
market transfers. 

4. The CEC protests that greaterprograni. detail is needed to assure support of the CPUC 
goals for market transfomlation. The CEC states that: "[Tlhe utilities need to augment their 
filings \\ith de.sign elements, program obj«tivcs and implen\entation descriptions. They also 
need to describe how market transfon11ati6n \\ill be achieved and sustained. Other descriptors 
needed are defining the market, its size and a percentage of the market target. In addition, 
des~riptions are needed on how business can make the program a part of standard practice. Each 
progranl ne.:Js a privatization plan. P.:rfomlance indicators are needed to measure market 
progress." 

5. SoCatGas and SCE respond that they and the other utilitie·s are currently supplen\enting 
this missing infonnation. but that its absence should not impede the advice letter approval 
process. CDEE replies that direction on continued transfer of program implementation from 
administrators is ad('quateiy outlined in its AL mingo CBEE agn~('s with the CEC's 
recommendation that additional infomlation on proposed programs is \\:arranted and, in 
Attachment A ofCBEE·s Reply Comrnents to the Utilities' Advice Letters of December 21, 
1998, further identified the need for additional infoffilation: 

"The utilities should provide additional infoffitation on: 

(1) State\\;de 3cth·ities and explicitly describe the role of each activity in conjunclion 

S 
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(2) Plans to continue transfer of program implementation away from administrators (or 
e-ach program. 

(3) Plans for outsourcing program activities and the role of competitive processes in 
implementing these plans. 

(4) A plan for and approaches to third part)' initiatives, including the conduct ofa second 
solicitation taler in 1999 for implenientation in PY2000, a proposed treatment of 
intellectual property, and the use 6ftargetoo solicitations. 

(5) The role of specific emerging t«-hnologies in programs and program elements." 

6. CBEE recommended the utilities submit full program descriptions that \,'ould include this 
infoffi1ation by January 2~, 1 ~9. CBEE stiltes that the utilities should not be allowed to 
implement programs until this infornlatlon haS been provided. CBEB notes that CEC's prOpOsed 
scl1edule may not be appropriate fot progran\ elements and int~r\"el'l.tlon slratcgie.s that require 
redesign based on public workshop input. 

7. The utilities did not provide conlplete progran\ descriptions on January 22. 1999, as 
requested by the CBER. 

8. hi its March 2. 1999 Comnlcnts. SCE cJaritie.s! "In fact. the utilities timely provided 
program infomlation to the eBEE prior to January 22. 1999, in the forolat recomniended by the 
CoEB, on Janmu)' 5, 1999. After re\'ie\\ing the utilities' submittals. COEB revised its repOrting 
fomlat and submitting schedule. SCE thereatler submitted an additional repOrt to the CBEE on 
February 12, 1999 as requested," 

9. In its March 2, 1999 Comments, the CEC states: "The record for this proceeding was 
closed in mid-January 1999 and we believe that the CPUC now has sumdent inforniation on the 
record to resolve all (not just some) of the issues. The utilities have provided all of the additional 
progran\ detail previously requested by various parties and by CBEE in its letter dated December 
dated DC<"emocr 21, 1998. Thus. there is no procedural reason to deJay a decision on these 
issues ... " 

10. . In its ~farch 2. 1999 Comments, the CBEE states that it "has received complete program 
descriptions fronl each utility, and the de.scriptions have been distributed to the public at CBEE 
meetings and through the CBEE email distribution lists." "The public has had opportunities to 
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review the complete progranl descriptions. and members of the pu\llic have provided comments 
and input at CREE meetings. In addition. the program descriptions have been reviewed and 
found (0 be adequate by the CDEE." 

11. Contrary to the CEC·s belief that the Commission has a full r«ord to resohoc all the 
issues. the Energy Division advise.s the Commission that it has not received a copy of the 
utilities' progranl infomlation submittals to the CDER. and apparently the CRe and others. 
Therefore, this issue remains unresotwdo 

12. The Energy Pivision recomnicnds that the utilities provide the Commission \\ith the 
program descriptions provided to the CBEE and others to complete the record. These should be 
filed as compliance filings by supplemental ad\'ice letters, and should be provided to the 
Con\mission no later than March 25, 1999. 

Program Budgets and Spending Flexibility 
13. The CDEE expanded the progran\ spending flexibility \\ithin II of the 14 energy 
efliciency progran\s- in its DC(ember 21, 1998 comments. In r~-sponse to protests from ORA, 
NAESCO, and the utilitie-s, the CREE revised its program spending ranges fron\ 5% to +/-15% of 
the individual programs' budgets, but maintained three SIX'Cittc prOgranls at + 10%'-15%, +50/0/-
15%, and +5~'oI-1 5% respectively. The CBEE recommends that the Commission approve the 
utilities' program area budgets \\ith the revised progranl spending tlexibility (0 +/-15% for the II 
programs, white maintaining 3 program budget range·s at: 

• +100/0/-15% for Residential Rctrottt and Renovation 
• +50/0/-1 S% for l.arge Non-Residential Comprehensive Retrot1t, and 
• +5%/-15% for SOlan Non-Residential Comprehensive Retrot1t. 

14. In their January 13, 1999 comments, PG&E and SDG&E remarked that they preferred the 
greater Ilexibility for progranl spending ranges of +/·20%, but \\ill accept the 15% ranges for the 
present. All utilities request the opportuni.ly (0 revisit program budget ranges in a mid·June 
tiling. In their March 2, 1999 comments, PG&E and SDG&E argue that they wouM prd"er full 
+/-15% program budget spending t1exibility for all 1.J programs. 

15. In its March 2, 1999 Comments. ORA recommends that the Commission adoplthc 
proposed 1999 budget levels, but only at the level ofdetait of the three main program categories: 
Residential, Non-Residential, and New Construction. ORA states that the Commission need not, 
and should nol, adopt the more detailed program descriptions or the SIX'Citlc budgets for such 
programs because to do so would conniet \\ith program det1nitions under current reporting 
requirements. SDG&E, PG&E, and CBEE r~quC'st that the budget authorization addressed under 
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this resolution incorporate the programs' budgets and spending t1exibilil)', not the just Program 
Area lew1s (lfResidential. Non-Residential, and New Construction, and that the authorization 00 
full authorization, not interim. The utilitieS and the CBEE state- that program area spending 
authorization is incomplete \\ithout clarifying that authorization incorporates the 14 "programs" 
listed under the three program areas of each utility. 

16. The threshold issue before the Commission is what "programs" are being proposed. The 
CBEE and the utilities filed advice letters containing 14 "program" categories under the larger 
Progran\ Areas of Residential, Non-Residential, and New Construction. which were also 
conneded to budg~~s. The Energy Division advises the Commission that the CBEFJUtility PY99 
"programs" are radicaH)' different from PY98, and hence, So are the "program" budgets. ORA's 
argun\ent is thai a common thread is needed between earlier energ)' efllciencylDSM reJX>rting 
requirements and budgets to what is proposed under tile CBEE's and the utilities' advice lettt'r 
filings (or pY99. 

11. For ORA, this common thread is essential for reporting and \'erification pUrpOses, as well 
as for cost effectivene.sS evaluation purposes. The link between the PY98 ptograms and budgets 
and those (or PY99 is the Program Area identifications of Re.sidential, Non-Residential, and New 
ConstruCtion. Therefore, if the Commission authorizes "progranl" implementation and 
"program" budget spending, it lllUst do so using a PY98 a'ld a PY99 common "map" to allow a 
comparison between )'ears. 

18. The Energy Division r~ommends Commission authorization of the utility energy 
efliciency Program Area Budgets of Residential, Non-Residential, and New Construction for 
PY99. The Energy Division also r~otnmends Commission authorization of utility energy 
eft1ciency "program" spending for each otthe 14 "programs" listed under the three Program 
Areas of each utility. In addition, the Energy Division recommends the Commission direct the 
utilities (0 implement the energy e01ciency and DSM acti\'ities desnibed under each utility'S 
advice letter. The Energy DivisiOl\ further clarities that "program" authorization does nct change 
Or adopt program detlnitions aflccling the reporting requirements for DSM measurement. 
(nstead, "prograJllu authorization identifies budget spending in categorie-s which can be mapped 
(0 the major Program Areas. as well as (0 the program categories and prograJ1\ del1nitions used in 
PY98. 

t 9. The Energy DiVision rIXonimends that the utilities provide the Commission \\ith the 
progranl budget "map" to link program spending between PY99 and PY98. to complete the 
record. These should be tiled as compliance t1Iings in the supplemental advice letters identified 
above, and should be provided to the Commission no later than March 25, 1999. 
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20. . Utility program implementations arc tied to milestones and perfomlancc incentive 
awards. In its Dec~mber 21, 1998 comments, the CBEE requested the C(lnlmission provide 
direction on ho, .... it prefers (irat all) to receive further input fronl the CBEE on the additional 
information provided by the utilities. In providing this direction, the CBEB recommends the 
Commission avoid unnecessruy delay in the implementation of programs. In addition, the CBEE 
commented that the utilities; advice letter Perfomlante Incentive Award Mechanisms did not 
meet the CBEE·s reconlIllendations, because they failed to link milestones and awards 
consistently, and th~lr overall award exceeded its recommended ceiling of 12.5%. 

21. . On January 13, 1999 each oethe utilities responded to the CBEE's comments by filing 
sets of "revised" or alternate pertonnance incentive award mecharlisms containing a two-stage, . 
date sensitive sct of milestones for program implementation linked to the awards. 

22. Upon review, the COEB submitted a lettet dated JartU31)' 15. 1999 to the Energy Division 
confimling that the utilities' second. re .... ised perfomlam:e award mcchanhn'lS conforn\ with its 
propOsed structure and design principles. CBEE notes that seE and PO&E (ound a fe\,' 
typographical errors, and CBEE recommended the utilities submit errata to the Energy Division. 

23. SCE submitted errata on February I, 1999 and PG&E submitted errata on February 4, 
1999. 

24. In its January 15, 1999 comments, the CBEE summarized the revised state\\ide attemate 
perfOmiarlCe incentive award cap fot all utilities as "11% of the annual program. or 527.991 
million based Oil a prOpOsed PY99 annual budget ofS254,469 millionu

• The specific award caps 
per utilit)' are: PG&E S12.584 nlillion; SCE $8.610 million; SDO&E 53.806 million; and 
SoCalGas $2.991 million. The CBER adds that "the overall award cap level would be reached if 
the utility demonstrated achievements of superior levels of perf om lance for all program 
categories. The appropriate cap was set at 11% of the annual pwgranl budget (state"ide). dO\m 
frOll) 12.5% adopted by the Commission for the .998 programs. The CBEE recomtnends that if 
the Commission authorizes the.se award caps, the dollar value of the perfOmlaflCe award cap 
should not 'change later, even if'the authorized budgets are revised up or do\\n mid·year. The 
CBEE adds that the niilestones for aggressive program implementation arc diOicult, and may Ilot 
be achieved. 

25. PG&E reSpOnded to CBEE's r~conln)cndati()n that the incentive awards should not be 
changed (roin the levels resubmitted by the utilities on JanuMy 13, 1999.· In its March 2. 1999 

9 



Resolution E·3578 
PO&B At 1819·EI2I17·G; SeE At 1l4S·B 
SoCalGas AL 2760; SDG&E AL 1132·FJl124·0; 
CBEE AL I·FlI·G'a\\p .. 

M ar.:h 18, t 999 

Comments, PG&E adds that: " ... award h~\'c1s neoo to be set at absolute levels in order to focus 
managen1ent attention and resources on the achievement ofthcsc iniportant pubJic policy go-lIs." 

26. In each of their January 13, 1999 comments on the rcvi~d perfornlance awards. the 
utilities expressed rescrYations about the urcvisionu process and meeting the milestones, whkh 
might neoo adjustment depending upOn the tin1ing of the Conlmission's resolution of this issue. 
SoCalGas states that it agrees to this mechanism iii the spirit ofrcwlving the issue for 1999, but 
"ill address future levels for the year 2000 in the 1999 AEAP. 

27. No party prqtested the revised set ofmileslonr.s and perfomlance awards. The Energy 
Ohiston has revie\\'ed the tevi$t."'() n'tilestones and incentive nlechartisms. The nlilestones are 
linked to specific progrrull implementations and are date sensiti\'~. The incentive awards rely on 
achie\'ement o( specific program implementation milestones. The Energy Dhisi.on r~ommends 
that the Cornmission approve the utilities' milestones and Alternate Pertornlance (ncenth'c 
Award Mechanisms. An appro\'al of the PY99 inc~nti\"es. in conjunction \\ilh the progranl area 
and program budgets, \,ill provide n\ontentum and progress towards thc Commissionts market 
transfoffilation (or the energy eflidency progrruns. 

28. The total estimated stah~\\ide budget funding for 1999 is estimated to be $213.4 million-
Electric $228 million and Gas $:45.4 million. Additional carryover funding 'from 1998 increases 
the total to owr $300 million. The Slate\\ide Energy Efl1ciency Budget consists of program area 
spending, program spending. perfomlance incenth'c awards, and a number of administrath-e line 
items representing 8% of the 1999 projected budget. The Energy Division has reviewed the 
State\\ide Progrrun Budget, "ith the revised prOgran\ budget ('.lOges and Alternate Perfom\ance 
Incentive Award Mechanisms. and recommends Commission authQrization. The total estimated 
Program Area Budget for P\'99 (including PY98 carryover funds) is $254.5 milllon. \\ith 
Electric programs totaling $206,2 million and Gas programs totaling S48.3 million, This budget 
is attached to this Resolution as Attachnlcnt AJ including the specitlc utility budgets for 
programs and the alternate perfomlance incentive awards. 

Olher Budge/Items 
29. The Energy Division ad\'ises the Commission that specific administrative line items in 
the remainder of the CBEE's State\\ide Budget Proposal had protests and recommends that the 
Commission not approve these line items until a subsequent resolution can properly address the 
protests. (See shaded areas of Attachment A) The.se items include: monies for the start up of a 
new progr~m administrator, Measurenicnt, Assessment and E\'aluation (MA&E) activities. the 
CBEE Budgel, and set·asides (or state government data collection and staff funding. 

30. In their conl.ments of March 2, 1999, the utilities. the CBEE, and the CEC request 
10 
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authori7ation to initiate spending for MA&E activities. SDG&E states that some authorization 
for these acthities exists under ResolutiOn E·3589 approwd February 18, 1999, but requests 
sp«ific authority to spend the monks budgeted for these activities under this resolution. 

31. The Energy Division advises the Corhmission that MA&E activities are budgeted under 
each utility budget, but no infomlation has been provided 10 the Commission Wlder the advice 
letter filings. MA&R budgeted activities need to be supported ".ith infomlation sp..,"dfying what 
studies "ill be perforrned, how much oflhe budgeted funding \\ill be devoted to which studies. 
what entities \,ill be pcrfomling the studies, and how these activities relate to nleasurement of 
"market transtonnationu 

• . 

Policy Rilles 
32. The Energy Division ad,,;ses the Commission that certain CBEE proposaJs (or Policy 
Rule changes are the subject of protests. The protests include issuts on energy eflicienc), 
reporting and verification, Measurement Assessn\ent and Evaluation, Logo/Co-Br-anding, and 
definitions of Administrative versus Implementation costs for budget reporting purposes. 
Excepting these issues, the Energ)' Division recommends the Commission adopt as Interim, the 
remainder of the CBEE's Polic)' Ru!es, applicable to Interim Utility Administrators, \\ith the 
CBEE's changes, additions and suspensions, until a subsequent resolution can address the 
protests properly. 

33. The Energy Division has suflident infomlation to recommend that the Commission 
generally accept the progranl area direction of the CBEE's recommendations as contributing to 
its ~tate\,ide market transforination goals. The revised, program budgets can provide spending 
guidance suOidently until greater experience has been achieved. The revised perfornlance 
incentives are not contested and should be approved \\ithout change for PY99. The utilities' 
program area budgets, pr\)gram budgets. and the alternative perfonnance incentive award 
mechanisms should be approved for program implementation. so as not to dela), momentum and 
progress for the 1999 energy efl1ciency program year. 

COMMENTS 
I. The draft Resolution of the Energ)' Division in this matter was mailed to the protesting 
parties in accordance with Public Utilities Code Section 31 1 (g). Comments were filed on March 
2, 1999 by PG&E, SCE. Sempra for SoCatGas and SDO&E. ORA, the CEC, and CIlEE. 

2. Most of the parties' comments are incorporated \\ithin the text of this resolution. The 
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Resolution E·)S 78 
PG&B AL 1819·EI2117·G; SCE AL 1348·E 
SoCatGas /\L 2160; SDG&E AL 1 132·FlI124·G; 
CBEE At. l·E/!-ora"p" 

March 18, 1999 

Parties' primary conccn\ was the wording used to enable the budgeted spending for programs. 
This has been addressed by adding that both Program Area and uprograms", as identified under 
the Attachment A Budget tables, are adopted. Additional language states that: 

• The utilities will hnplement the Uprogra.11ls"; 
• Adoption of the "programs" does not also adopt "peogran\u definitions; 
• For reporting purposes,a "map"-"iU be provided by the utilities to connect PY98 

progran\s \\ith PY99 pr6grams; and 
• The Interim Policy Rules apply to the Interim Utility Administrators. 

FINDINGS 
1. In its advice letter, the CBEE puts forth a comprehensive set of redesigned Energy 
Efllciency rIXommendations for the Commission's consideration, encompassing policies. 
budgets and programs founded upon its efiorts OWr the past year. 

2. PG&E, SCE, SoCalGas, and SDG&E filed advice letters hit"gely consistent "lth the 
CBEll's recommendations. 

3. The ad"'lce letters were ptote-sted by lbe Utility Reform Network (fURl~), Residential 
Energ)' Emdency Clearing House, Inc. (REECH). the ottire of Ratepayer Advocates (ORA), 
the California Energy Commission (CEC). the MarketPlace Coalition (MC), the Natural 
Resowces Defense Council (NRDC), the National Association of Energy Services Companies 
(NAESCO). the City of San Jose (San Jose), the Association of Bay Area Governments (ABAG), 
and the Comnlunity Energy Sel\'ices Corporation (CESC). 

4. The utilities' Noyember advice letter filings lacked sumcient detail on the energy 
efi1dency progran'ls planned for Program Year 1999 (PY99). 

5. The utilities state and the CBEE contlnns that the utilities have provided the CBEE "ith 
the reque.sted program infonllation. 

6. The utilities should provide the Commission \\lth the program descriptions provided to 
the CBEE to complete the record. These should be filed as compliance filings in supplemental 
advice leiters. and provided to the Commission no later than March 25, 1999. 

1. The CBEE revised 11 of the 14 individual program spending ranges from 5% to +1-15% 
of each individual progranl, to provide greater budget HexibUit)', capping three other progran\s a\ 
+ 10%/·15%, +5%/-15% and +50/01-1 5% r~spec(i\"ely. 
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Resolution E·)S78 
PG&E AL 1 819·f<.l2117·0; seE I\L 1348·E 
SoCalGas At. 2760; SDG&E At I t32·FJlli4-G; 
CBEE At. t-fjl.Q'a"p It 

March 18. 1999 

8. The Commission should authorize the utilities' energy eOleiency budgets under the 
Program Areas of Residential, Non-Residential, and New Construcliof'l for PY99. 

9. The Comn\ission should authorize utility energ)' eOidency "program" spending for each 
of the 14 "programs1t listed under the three Program Areas of each utility. 

10. The Commission should direct the utilities to in'lplenlent the energy efl1ciency and DSM 
activities described in their advice letters. 

It. Authorization for utility prograftl spending and implementation does not change or adopt 
"program" definitions afiecttng PY98 DSM measures or repOrting requirements. 

12. "Program" authorization identifies budget spending in categories which can be mapped to 
the major Program Are.lS. as well as to the program categories and program det1nitions used in 
PY98. 

13. The utilities should pro\'ide the C~nllnission \\ith the progranl budget "map" to link 
program spending between PY98 and PY99 tenns. to complete the record. These should be filed 
as compliance tiJings in the supptt'menlal advice letters identit1ed above, and should be provided 
to the Commission no later than March 25, 1999. 

14. Utility pcogran\ implementations are tied to milestones and perfonuancc incentive 
awards. 

15. The utilities' November advice letter filings contained perfonllance incentive award 
mechanisms and mitestones which did not meet the CBEE's recommendations contained in its 
advice tetter. 

16. The CBEE recommended and the utilities adopted a revised set of milestones linked to a 
revised perfonnance incentive award mechanism. which was submitted to the Commission and 
alll'-.mies to R.98-07-037 on January 13, 1999. No protests were received. 

17. The Allemate Perfonnance Incentive Award Mechanism submitted by the utilities 
provides for a ma:'\imum state\\ide incentive award of 11%. 

18. The Allemate Perfonnance Incentive Award Mechanism links awards to a two stage, date 
sensitive set of milestones. which are diOicult to achieve. 
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Resolution E·)S18 
PO&E AI. IS19·EI2I17·G; sell AL 1348·E 
SoC31Gas AI. 2760; SDO&E AL 1132·EIl124·0; 
COEE At. I·FJI·Q.'a\\p" 

, 

~ far\'h 18, 1999 

19. The s~dfic Alternate Perfonnante rnte-ntive Award M~hanism ~aps ~r utilit), ale: 
PO&E $12.584 million; seE $8.610 million: SDG&E $3.806 million; and SoC31Gas $2.991 
million. 

20. The CREE's tlXommended Alternate Perfomlance Incentive Award Mechanism and the 
utilities' January 13, 1999 submittals for PY99 should be adopted \\ithout cbange. 

21. The CBEE's revised State\\ide Program Area Budget ofS254.5 million and the utilities' 
revised Alternate Performance Incentive Award Mechanism for PY99 totaling a ma."iI'llum of 
521.991 million should be approved . . 
22. Specific budgeted administrative line items for the start up ofa new program 
administrator, Measurement. Assessment and Evaluation activities, the CBEE Budget, and sct­
aside·s for slate government data·collection and slat'tfunding were the subject of protests. The 
Conlmission should not approve these line items in the CBEE's Statc\\ide Budget PropOsal until 
a subsequent resolution can address the protests properly. 

23. Excepting energ), cfncienc), repOrting and verification. Measurement Assessmcnt and 
Evaluation, LogO/Co·Branding, and definitions of Administrative versus Impleni.elltation costs 
for budget reporting purposes, the Comrilission should adopt the CBEE's Policy Rule ~hanges as 

. Interim and applicable to Interim Utility Administrators, until a subsequent resolution addressing 
the protests can be issued. 

THERJ.:FORE, IT IS ORDERED THAT: 

I. Pacific Gas and Electric Company Advice letter 1819·Et2117-0's Program An:-a 
Budget, revised program budget and the a\temate perforn1ance incentive award 
mechanism for PY99 Energy Eflicienc), Programs. submilted January 13, 1999 and 
com.'cted February 4, 1999. is approved. 

2. Southem California Edison Advice letter 1348·Ws Program Area Budget, revised 
program budget and alternate pcdOrn\3nCe incenth'c award mechanism for_ PY99 Energy 
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Resolution R .. 3S18 March 18, 1999 
PO&B AL 1819·El2117·G; SeB AL 1348·E 
SoCalGas At 2160; SDO&E AL I B2.EJI124·0; 
CBEE~ AL t·ElI-Qra\\p" 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

E mcien~y Programs, submitted January 13. 1999 and corrected February 1, '999. is 
approved. 

Southern California Gas Company Ad\ice Letter ~760's Program Area Budget, revised 
program budget and alternate perfomlance incentive awatd mechanism (or PY99 
Demand·Side Managenicnt Energy EOldency Programs, submitted January 13. 1999 is 
approved. 

San Diego Gas & El«tric COll'lpany Advice Letter 'I 132-FJlI24·0·s Piogratn Area 
Budget, revised program budget and alternate performance incentive award mechanism 
for PY99 Energy Eflidency Programs, submitted JanuaIy 13, 1999 is approved. 

Pacific Gas and Electric, Southern Callrorrtia Edison COmpany, Southern California Gas 
Company and San Diego Gas & Electric Company shaH subn)it compliance filings by 
supplemental advice letters, containing (ull prograni descriptions and a program budget 
"map" linking progr~m spending between PY98 and PY99 temls, no later than March 25, 
1999. 

Pacific Gas and Electric, Southern California Edison Company, Southern California GaS 
Company and San Diego Gas & Electric Company shall inlplen\ent the energy efticiency . 
and DSM activities under their respectlve program budgets, identilled under Attachment 
A. 

Excepting protested policy issues. the CBEE's Policy Rule changes. additions and 
suspensions are adopted 3S Interim and applicable to Interin\ Utility Administrators. 

The protests are denied without prejudice. 

This Resolution is effective today. 
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Resolution E-3S78 
PO&B AL 1819·fj2117·0; seB At 1348·E 
SoCalGas At 2760; SDO&B AL 1132.FJI124.G; 
(DEB AL I·FJI-O'a\\p" 

March 18, 1999 

I certify that the foregoing (esolution waS duly introdu,ed. passed, and adopted at a conference 
of the Public Utilities Commission oflhe State of California held on March 18, 1999. The 
follo\\ing Commissioners voting fa\'orably theroon: 
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;;J~/ ~; .,;' 
WESLEY M:FRANKLIN 
Ex~uti\'e Director 

RICHARD A. BILAS 
President -

HENRY M. DUQUE 
JOSIAH L. NEEPER 

Commissioners 
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