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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

ENERGY DIVISION 

RESOLUTiON 

RESOLUTION E·lS92 
APRIL I, 19" 

RESO~UTI()NE·3592. pACIFIC GAS AND ELECTR'IC COMPANY, SAN 
DIEGO GAS '& Ef:,ECTJUc: COMPANY. SOV1HE~ CALIFORNIA GAS' 
COl\1PANY AND SputHERN CALIFORNIA EDISON COMPANY REQUESTS 
APPROYA~ OF 1999 ENERGY EFFICIENCY PROGRAMS, AS . 
RECOMMENDED BY tHE CALIFORNIA BOARD OF ENERGY EFFICIENCY. 
APPROVED AS MO})IFIED. 

By'PG~E ADVICE LETTER (AL) IS'19-E!2117-G -FltED NOVEMBER 17,1998;' 
SOO&E ALli32-FJ1I24-.G FILED NOVEMBER 16.1998; SOCAtGAS A~ 2760 
F~LED NOVEMBER 16, I9jS; SeE AL 1348-E FILED NOVEMBER 16,1998; AND 
COEE ALI .. FJI':'G FILED octOBER 16. 1~8. . 

SUMMARV 

1. As required by the ASsigned Commi$sioner's Rulings in Rulemaking (ft.) 98·()7·031, dated.' 
September ~j. I ~8 and Oclober ~. 1998. the California BOard for Energy Efficiency (CBEE) . 
filed Advice Lefter <AL) 1011 B, dated Oc(obei' 16. 1998~ On No\'embet 16 and 17, 1998. Pacific 
Gas and Electric Compan~' (PO&E) filed AL 2117-0li819-E, San Diego Gas & Electric 

. ComPany (SDO&E) flied AL i t32-E~1124·G~ Southern California Gas Compan~'(SoCatGas) 
filed AL 2160, and Southern California Edison Company·(SCE)·flted AL ·1348·E reque.sting 
approval of 1 m Energy Efficiency Program Plans, Budgets. and Perfornlance A \,"aid 
Mechanisms. TIle utilities' advice letters were filed to be consistent \\ith the CBEE Advice 
Letter recommendations. 

2. Protests and comments to the CBEE and utility advice letters were subn'litted b)'! The Utility 
Reform N'Ctwork (TURN), Residential Energy Efficiency Clearing House, Inc. (REECH). the' 
Offlu of Ratepayet Advocates (ORA)~ the California Energy CommisSion (CEC). the 
MarketPlace Coalition (Me, RESCUE)', the Natural Resources DefenSe Council' (NRDC). the 
National Association of Energy Services Con'lpanies (NAESCO), the Cit)' of San Jose (San 
Jose), the Ass~iation of Bay Area Governments (ABAO) and the Community Energy Sen'ices 
Corporation (CESC). ' 

I The- MarketPlace coalition (MC) indud~s Residtniial Eoergy SerViCes Companies' United Effort (RESCUE), 
InsulatiOn ContradOrs' A~sodatioo. andSEsCO,lNC. . 
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3. CBER, Pd8:E, SoCatGas, SDG&E and SCE responded to the protests. 

April I, 1999 

4. Ihis Resolution approves, as modified, the CBEE's rc(oinmendations regarding 1999 
pr0s,ram year (PY99) energy effidenc}' and demand side rnanagen\ent institutional and 
transitional issues; pOlicy rules; utilityperforrnance incentives; market assessmenfand e\'aluation 
plan; budgets; and program area descriptions. 

S. 1he total estimated state\\ide budget (unding (or 1999 is estimated to be $273.4 million- , 
Electric $l28 million and GaS $.45.4 rrtil1ion. Additional carryover funding frorn' 1998 increases 
the total to oyer $j()O million. The adopted PY99 budget for CBER is S2.1 million, or 0.8% of 
the total state\\ide ptognml budget. -- .. 

6. Aspects of the CBEE administrative budget, ptogram measurement detail, ptogranl 
descriptions, and the transition plan remain.outstandlng as 6fthe date of this Resolution. This 
Reso1ution acknow1edges that these issues are conten1pJatcd (or discussion in various forums. 
The outcome of these discussions arid supplemental filings \\ill be filed as appropriate in R.98-
01·037, the '999 Annual Earnings Assessrnent Proceeding, and ~s compHance flIif.lgs in the 
subject advice letter dockets. 

1. The authorilY established in this Resolution applies from the effective date of this resolution 
through December 31, 2001. The PY99 progranls and budgets are extended through the year 
2000. The, utilities nla)' file an update ofPY98 expenses and PY99 budgets b)' ad\'ice letter. 
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Reso1ution E·3592 
POlkE AL 1819·E/2117·G; SCBAL 1348·E 
SoCalGas At. 2760; SOO&: E AL 11 )~.FJI124·G; 
CBEB AL l·r~.-G/awp • 
BACKGROUND 

April I, 1999 

1. As required by the Assigned Comnlissioner's Rulings in Rulemaking (R.)9S·01-0l7, dated 
September 2l. 1998 and October I, 1998 the Califotnia Board for Energy Efl1dency (CREE) 
filed Ad"'ice Letter 1 0/. E, dated October 16. 1~8. On November 16 and 17, 1998 Pacific Gas 
and Eledric Company (Pd& E) filed Advice Letter (AL) 2111-0/1819-E. Sail Diego Gas & 
EI«tric Company (SDG&E) filed ~L I I 32-Ell I ~4-0. Southern Califomia Gas COnlpany 
(SoCalOas) filed AL 2760, and Southern California Edison Corllpany (SeE) filed At. 1348·E 
requesting approval of 1m Energy Efliciency Program PJans, Budgets. and Perfomlance Award 
Mechanisms. The utilities' Advice Letters Were filed to be consistent \\ith the CBEll's 
recommendations contained in its AL l-Ell-O. 

2. The Commission has required California's investor·o\med electric and gas utilities to offer 
programs intended to help their customers impro\'e the energy efficiency ofthdr buildings and 
facilities. These programs have included sen.'ices ranging fronl rebates and 100\;·interest 
financing to ort·site technical assistance or energy information centers, where custonlers and 
design professionals can obtain reliable information abOut new technologies. In response to 
el«tric restructuring, the C6mmission adopted a neW approach to energy efnciency, \vhich seeks 
to prQil\ote the dc\'ei6pnlent of programs and other activities that rely mote on private energy 
etliciency providers and that transform existing markets to a higher lewl of denland for energy 
eflkiency products and services. The obj«tive is to create sustainable, vibrant nlarkets in which 
private energy efndenc}' providers otter and customers adopt increased le\'els of energy 
eflltienc)' products, sen'ices. and practices, \\lth a decreasing need (or public funds. 

3. As a result of electric restructuring, the existing inwstot-O\med electric utilities no longer are 
obligated to plan and acquire generation resources for capth'e customers. This change in the 
traditional relationship behVeen the utility and its customers provides the utility "lth a greater 
disincentive to oOer energy efllciency programs. while trying to retain generation &1.les 
customers. 

4. In DeciSion (D.)91·02·014, the Co.mmission created a public board. the Catifomia Board for 
Energ)' Efl1cienc), (f~BEE), to advise it oil how to. pursue these major changes to ratepay('r-
funded energy eOk~enc)' progranls under a restructured industry. . 

S. Subsequent co.nmlission dctisions (D.91·04·044, D.97-0S-0"., D.~1-09·117, 0.97-12-093. 
D.97·12-103, and D.98·02·0"0) provided additional guidance and direction for the CDEE. In 
D.91-02-014, the Commission directed gas utilities to. participate in the joint planning llfOccSS 
and to coordinate ,\ith the CBEE, reiterating its intent to establish a surcharge to fund gas energy 
eOicienc), progranls in the same manner as electric programs. Current furiding for the gas utility 
Demand·Side Management PrOgranls (DSM) is authorized by Commission deCisions in utilit), 
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PG&B At 1819·r~2t 11-0; sen At 1l48·R 
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rate tasts. The utilities are serving as program administrators. offering electric aJ\d gas energy 
efllcienc)' programs designed to provide a smooth transition beh\'een the old and new polic), 
frameworks. The CBEB is charged \\;th ovcrseeing ajoint planning process \\;th the utitities to 
develop specific programs and budgets, and \\ith nlaking rC'Coffil1lendations to the Comn1ission 
on these issues. . 

6. During 1998. the CBER ~onducted six public workshops to assess the existing utHity energ), 
efficienc), programs and to provide recommendations on market ttansfonrtation policy'objectives 

. to the_ Comn1ission for its consideration. In addition. the CBEB held 40 public meetings where 
additional public input was received. This resolution contains the CBER's comprehensive set of 
policy. budget, and program rt<;6mn\endati6ns for Program Year 1999 (P\'99,), with the utilities' 
confomling adviee tetters. 

1. Resolution (Re.s.) E-lS81. dattd Dectmber 11, 1998, authorized the utilities and the CBEE 
funding in January and February of 1 m, to continue 1998 programs at 1998 existing levels and 
planning for 1 m programs, in lieu of fully authorized 1999 budgets and programs. 

8. On D«ember 11, 1998 and on D«em\:let 21, 1998, the CBEE filed Prclinlinary and Final 
Recommendations and COiliments on its review ofthe utilities' advice letters . 

9. On January 13, 191)9, the utilities submitted comnlents to the eBEE's December 21, 1998 
comments on their 1999 Energ), Efiiciency Program and Budget Advice Letter filings, providing 
an Alternate Perfom\arice Award Structure with additional program descriptions, milestones and 
performance incentive data, B)' request of the Energ)' Division, each'utilit)' nlailed their 
comments (0 the Service List in R.9S·()1-037, and infomH~d recipients they would be aHem-cd ten 
working days to submit comments. Only the CBEE provided con\n\ents in a respOnse dated 
January IS, 1999. 

10. Resolution E-3589, dated Februal)' 18, 1999. extended pro rata funding into 1999, 
anticipating Commission deJa)' in its consideration of these five advice letters. 

11. An Assigned Conlmissioncr's Ruling (ACR) was issued on February 11. 1999 ordering the 
Energy Division to conVene a workshop to address reporting requirements for energy eOicienc)' 
programs. An Energy Division report is scheduled to be filed in R.98·07·031. 

12. On March 18. 1999 Resolution E·~578 adopted energy efl1ciency program area and progran\ 
budgets and an atternative perforniance intenti\'c aw~d m~hanism .. In addition, it adopted 
uncontested, CBEE-propOsed Policy Rule changes as Intertm,and also ordered the utilities to file 
supplemental advice letters detailing prOgran\ descriptions misSingfron\ their original filings and 
a map linking PY98 'programs to PY99 programs no later than March is, 1999 . 
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April I, 1999 

D. The Comn'lission issued D.99·0)·OS6 on March 18, 1999, \\'hkh provides progranl clarity 
regarding continuing utility administrati(,)1l otthe energy efficiency programs through the end of 
2001. ThIs reoolution incorporates D.99-03-056 and relaled and rernaining issues from 
Resolutions E·3589 and E·3518. . 

14. On March 26, 1999, the Assigned Commissiontt issued a ruting (ACR) addressing the 
PY2000 Workshop held Match 10, 1999. This Resolution incorporates the guidance and 
planning schedule of that ACR. 

NOTICE 

1. NotkesofPO&B AL 21'-7-01l819-E, SDO&BAL 'lj2.FJ.124-0, SoCaldas AL 2760-0, 
SCEAt 1348·13, and CBEE At I·PJI,-O were made by publication in the Comnti~sionts 
calendar and by mailing copies of the filing to adjacent utilities and intcre.sted parties. 

PROTESTS 

I. Parties filing prote.sts/CQmmenlS (6 the CBEI~'s and'the utiHttcs' advice letters include: The 
Utility Reform Network (TURN), Residential Energy Eft1ciency Clearing Housc. Inc. (REECH), 
the Ofi1ceofRatepa),er Advocates (ORA). the California Energy Commission (CEC). the 
MarketPlace Coalition (Me. including Residential Energy Services Com~'lnies' United Efiort 
[RESCUE). Insulation Contractors' Association, and SESCOt INC.), the Natural Resources 
Defense Council (NRDC), the National Association of Energy Services Companies (NAESCO). 
the City of San Jose (San Jose), the ASsociation of Ba)' Area Governments (ABAG), and the 
Community Energy Services COrpOration (CESC). 

2. CBEE, PO&E, SoCatGas, SDO&E and SCE responded to the protests. 

3. The COEE,the utilities. and the parties are commended for their contributions to. this process. 
Their combined efforts have assisted the Commission's focus on energy efllciency nlarket 
transformation . 

7 



• 
• 

• 

• 

Resolution H·3S92 
PO&H AL 1819·pnl 11·0; seE AL U48·6 
SOCaJOas AL 2760; SDO&B AL 1132.FJI124~O; 
CBES AL l-FJI·Ofawp • 
GENERAL DISCUSSION 

April I, 1999 

In its ad"ice letter, the CBES puts forth a comprehensive set ofretommend3tions for the 
Commission t6 adopt, encompa..~ing Institutional and Transition Issues. Budget 
R«ommendations, Policy Rules Application and Modifications, General Progranl 
Recommendations, Performance Incentives. Market Assessment and E\'aluati6n 
Recommendati6ns, and Program Area (Residential, Non-Residential, and New Construction) 
R«ommendations: TheCBEB·s re(ommendations are founded uPon its efforts over the past 
year. They were made under the premise that the utilities would refnain as interim administrators 
through the end of 1m, or that the programs ",ould transfer (0 hprogran\ administratorsH (a 
utility could be a progranl administrator) upon three months notice, 

PG&E, SCE, SoCalGas and SDG&B filed advice letters largely consistent with the CHEWs 
recommendations one .11onth later. 

Ad,·lte LeUtr Process 
Protest 
ORA ptote.sts using the advice letter process for tC\'iew of such a laige amount ot' funds 
(approximately $300 million), ORA also objects to the fact that although the CBER advice letter 
language stalts that its reCommendations \\ill not conflict \'.lth any rate schedule or rule, the 
CBEE has proposed a new set of rule revisions. 

CBEE Response 
CBEB re.spollds that its advke letter was filed pursuant to the Assigned Comnlissioner Ruling, 
dated Scptcnlbcr 13, 1998, which ordered the CBER to submit an advice letter \\llh 
r~ommendations on the' 999 prognin\ pla:ns~ 1999 budget (including CBEll operating budget), 
and modificationS t6 the new policy rules on October 1 S, 1998. CBEE adds that the use of an 
ad\'ice letter filing w~ fiist articulated by the commission in D.98·04-063, Ordering Paragraph 
(OP) S, directing "CBEE and new administrators ofPGC·funded [Public Goods Charge) energy 
efliciency shall jointly develop annual program plans and budgets to be submitted to the 
Commission as an Advice Leiter filing by October 1 of each year." 

Discussion 
The Energy Division recomnlcflds the Comnlissioll. deny ORA's protest, since the CBER was 
ordered by the Comnlission to file by advice letter recommendations on energy eflicicncy 1999 
program plans. budgets, and modifications to the new policy rules. 
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Resolution E·)S92 April I, 1999 
P08:B AL 1819.tif2111-0. SeB AL 1348·B 
SoCalOas AL 2760i SD08:B AL I 132-FJI 124·0; 
CBBE AL t·PJI·Ofay;,p • 
SfrutfurtlForum 
PrQlest 
ORA comments that given the uncertaint), of the energy dl1cienc), program administration oflhe 
past few months, the CPUC should hold a limited hearing to clarify the CBEE's ro1e and 
r«ommenda:tions. ORA submits (eCQmmendations on the future structure ofCBEB (or the 
CQo'unission's consideration. REECH raises a series ortegal allegations and protests to the 
CBEB's conduct and authority, and alsO submits recommendations on the future operation of 
energy efficiency programs and their market transformation. 

ReSpiJnses 
CBEB statt.s that the prim~ issue raised by its AL filing (ot Comn\ission resolution is whether 
the policy rules and proposed guidaIlte Oil pr6grams proposed by CBEE are consistent wlth the 
Commissi6ni s stated policy goals. CBEE. in its response to. REECH, asserts "that it has at all 
time.s conducted its affairs laY-full), and y.ithinthe scope and directions provided to tt by the 
Commission. \Vheredirecdo.n has not been cleat, the tBEE has sought timely clarificatIon from 
the COn'lil\isston. Abseilt clarit1cati~)Il from the Conimissi.on. the tHEB has acted te) the best of 
its abilities in accotdance with its understandings of the CommisSion's guidance." SCE r~plies 
that its advice lettet conforms to CBER and cPUC policy direction. SCE states that REECH 
inappropriately use.s their protest to. raise po1i¢y issues that should be reviewed in the Energy 
Efficiency OIl/OIR whete all parties can comment. . 

Discussion 
The Energy Division agtee.s \.,ith SCE. The apptopriate place (or resolution of ORA's and . 
REECH's legal and stnKtural (ecommendations conceming the CBEE is R.98-07-037. The 
Energy Division recon\rnends the Commission deny ORA;s and REEClI's legal and slmclural 
prote.sts \\ithout prejudice. 

Filin&s Deficient 
Resolution E .. 3578 addressed the fact that the utilities' original advice letters wete missing 
program detail deScriptions, and orderoo each utility to file this information in supplen1ental 
advice letters no later than March 2S, 1999. The utilities made these compliance filings on 
March 25, 1m by PG&B AL 1819-E-At2117-G-A: SDG&E AL 1I32-E-N1124-G-A; 
SoCalGas AL 2760-A; and SCE AL 1348-E-8 . 
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\Vorkshops 
Plo/esl 

April I. 1999 

The CEC re('ommends that workshops should be held to get stakeholOer input on program design 
and implementations for eO«ti\'e market absorption. The CEC argues that the utilities' plans 
have ignored market input. 

Responsts 
CBEE responds that it shares the CEC's interest in ensuring that broad stakeholder input is 
ret'lected in thedesign and implementation of programs and refers the CEC to its progranldesign 
recommendations in the October 16. J998 filing. The CBEEt~conlnlends the utilities ~on\p1cte 
their pi6grant design infomiation prior to implementation ot'programs. SoCatOas replies that 
the CBEE,spOnsored process is "the appropriate whidefor gathering pub1ic input. It argues that 
no added benefit occurs convening additional meetings outside CBEE. 

DiscussUm 
As noted belo\\'. sc\'elal public workshops are scheduled t() plan retinements to the programs. 
The Energy Division believes that the CEC's rccorilrl1endalion is unnecessary. Progranl 
workshops are scheduled by the utilities and the CBEB. These and the Commission's other 
processes. such as scheduled workshops and proceedings, should satisfy the CBe's conccrns 
regarding insuOicient stakeholder input. The Energy Division recomn\ends the Commission 
deny the CEe's protest. 

Plannin& Process 
Protest 
The NROC re-c-ommends that the Commission dir\~t the CBEE to move up the planning process 
for Program Y car (PY) 2000 to April 1, 1999, rather than in June. NRDC rt'('ommends using the 
steps and deadlines de\'etoped by the CBEE's Technical Ad\'isory Committee and incorporated 
in the Independent Adnlinislrators Request For Proposal (RFP). proactively gathering input. so 
that next year's process \\ill not cause delays. 

Response 
CSEE states that it did not address o\"erall PY 2000 program p1anning in irs advice letter, and is 
supportive of an initial planning for PY 2000 programs being nluch earlier in the year from 
PY99. Howe\,er. the CBEE does not p1an to propose a schedule prior to the Commission's 
pending decision on the future role ofCBEE. 

Comments 
In comments filed on the draft version of this resolution, which tecomn1ended an extension of the 
programs and budgets beyond PY99. the Joint Respondents (SEMPRA), PG&E, and SeE each 
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Resolution E·3S92 April 1, 1999 
PO&B AL 1819-EI2I11-0; SCE AL 1348·S 
SoCatOas At ~760; SDO&E At II)l·ElII~4·0; 
CBEB AL I·FJI.Olawp • 
agreed that an extension Qfthe programs and budgets beyond PY99 would be welcomed. The 
ACR dated March 26, 1999 tan\e to the s.."\me conclusion, that the programs and budgets should 
continue through the end of PY2ooo. 

The CBEB stated: 

HThe Commission should extend the program and budget authorization in this Resolution 
(or programs (14 ptograms), MA& B. and CBEB operations, through Decernber 31.2000. 
The Conlmission should also extend the structural framcwork for perfomlance incentives 
until December 31. 2000. but the perfom\ante incentives award levels, wdghts among 
indhidual incentives. and specific milestones should be authorized only until D~ember 
31, 1999. The Commission should direct the utilitie.s to tile advice letters proposing 
selective program and budgetchanges, as well as sped fie per(omlance incentives (or 
PYiOOO consistent \\ith the structural framework. in September 1999. The use of a . 
program and budget change adviCe letter prOcess avoids any potential fot hiatus due to 
unforeseen delays, and the current programs would continue into PY2000 until the 
changes were adopted by the Commission. 

The Comn'lission·s Re.solution on PYI999 prOgrams \\illlead to n13jor and fundaniental 
changes in the organization. administration, and implementation of energ)' efliciency 
programs. There is apressing need to aU ow the progr&nls to (un for awhile and only 
consider selective adjustments. in re.sponse to pubJi¢ input, MA&B findings, utility 
assessments, and CBEB analysis. The.se changes could be minor or Illajor, but should be 
selective in number. and limited to those of the highest priority. Other adjustments 
\\ithin programs, at the level of program elements or interventions strategies. could be 
made at the discretion of the utilit), administrators. and would not require the 
Commission to adopt new programs. COnsistent \\ith this vision of selective, not 
wholesale, changc.s to progrartls and budgets, the CBEE recommends the Coml11ission 
extend the program and budget authorizations (at the Icvel of the 14 CIlEE-recommended 
programs. MA& E, and CBEE operations) in this Resolution through Decemocr 31. 2000. 

The draft Re·solution orders advice letters for PY2000 consistent \\ith this 
reconimendalion in October 1999. The COER r~ommends moving the tinling of these 
advice letters up one n\onth. as a pr~aution. to increase the prospects for timely 
resolution prior to the end of the year. More fundamentally, authorization of the 
programs through December 31, 2000 in Resolution E-3592 provides the ultimate 
guarantee for avoiding program hiatus or eli(\\inaling the need for additional. time­
consuniing "bridge fundingU resolutions to avoid hiatus. 'should unforeseen delays in 
Commission approval oftlle PY2000 program and budget chang~s arise." 
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Resolution E·3S92 April 1, 1999 
PO&E AL 1819·EJ2111·0; SCE AL tl48·B 
SoCalOas AL 2160; SDG&E AL 1132·P)1124·0; 
CBEE All I.FJI-O/awp • 
PG&:E ~lie\'es the only real solution to avoiding a program hiatus and market disruptions in 
2000 is to continue the 1999 program for the entire year in 2000. PO&E t«ornmends the 
Comn\ission authorize in this resolution a program budget for 2000 that is at the same level as 
PY99. . 

PG&E r«(nnmends a two-track process in 1999 to resolve PY9~ and PY2000 program issues.' 
The first track is related to the level and structure ofutilil), incentive awards for PY2000 (and 
2001) and will be dealt "lth in the 1999 AEAP proce.ss. l"h¢ second track should start with a 
September I, 1m advice filing that primarily addrc-ssc.s an)' n«eSS3l)' changes to PYiOOO 
programs and budgets as well as PYiOOO incentive awards and milestones based on the 1999 
AEAP. In summary, PG&E believes a smooth transition froni PY99to PY2000 Can be achIeved 
by an early authorization of PY2000 programs and budgets while a two-track ptocess in 1999 
can provide the needed and timely adjustments to PY99 and PY2000 programs. 

Discussion 
The Energy Division agrees that- delaying the PY2000 planning proce-ss should be a\'oidc-d and 
reC(lmnlcnds that the PY2000 planning process begin as soon as pOssible. The NRDC1s protest 
should be approved. The Energy Division observes that a tremendous effort has been made by 
all the parties and the CBEE over the paSt year to transition thedircclion of energy e01ciency 
programs. but nonetheless. major disruptions have occurred. causing progran\s to be delayed or 
suspended. Some energy efficienc), programs. such as the Residential Standard Perfomlance 
ContraCt. are still in the planning stage. 

Oil March 18, 1999, the CommissiOn adopted 0.99-03·056, which directed: 

..... we "ill authorize the continuation ofprogranls and funding adopted for 1999 energy 
efiiciency and low-income assistance activities through December 31, 200 I, unlc.ss and 
until subsequent program and budget changes are approved by the Commission. We 
delegate to the assigned Commissioner the task of considering options for future budget 
and program change propOsals. and issuing a ruling setting forth procedures and 
schedules that accommodate the availability ofresources to address the-se. as well as 
other. public purpose priorities." (D.99-03-056, mimeo .• p.20.) 

On March 26, 1999. the ACR under R.98-07-031 echoed the extension of pro gran is and budgets 
through the end of2001, (excepting the perfomH\11ce incentive n\echanisms) \\ith the acceptance 
of selective changes to the programs and policies brought to the Commission for consideration. 
such as: 

" ... (1) changes needed to clarify aspects or out poJicy rules that were not addressed 
during the PY 1999 progran'l planning process, (2) program initiatives that may have been 
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negt«ted b«ause of the COn'lprts~d time schedule for PY 1999 program planning (for 
example. new third party programs and local gO\'e'rnmentinitiativcs), or (3) program 
design modifications that are needed to "fix· a probJem already observed in their 
i mpletnentation. 

The process includes prosp«tive changes that rna)' be needed in 2000 and 2001 t6 further the 
Cornrnission's obj«tiws (or Qutsourdng and competitive bidding ofimplernentati(m activities. 
(See 0.99·03-056. mimeo., C()n~lusion of Law 4.) A proceSsing schedule encon\passes initial 
COEB reCommendations (due May 10. Im)~ \,iih parties filing comments and a proposed 
decision during the summer, and the utilities filing compliance appHcations for budget and 
program changes one month after a Commission decision is issued. 

The Assigned Commissioner's Ruling incorporates a schedule for the energy emdency. 
programs and budgets for the ot 1999·2001 timetTame. This procedure \\;11 provide a sound, 
prospective planning process tor these c\'(»)\'ing programs and should also provide some greater 
certainty (or the n1arkets. The Energy DivisiOn recomrnends the Commission adopt an extension 
of the PY99 programs and budgets thiough the end of Py2000 . 

Small Utility Ental' Efficiency Pr()~rams 
Issue 
Decision 91-12-09~ required the smaller and.mu1ti-jurisdictional electric utllitieslo submit 
energy efticiency funds to CBEll for distribution, and to work \\lth CBEB to propose transfer 
mechanisms and schedules. CBEEre.:on\mends these utilities subn\ittheir PY99 and . 
unexpendedluncoinmiUed PY98 progntrn funds to the geographically-closest, larger utility. 
CBEE recommends that it and the larger and smaller utilities work together (0 ensure that energy 
efficienc), programs and services are available to the smaller utility's servlce territory, as 

• appropnate. 

Discussion 
The Energy Division observes that the smaller utilities have not participated in the CBEE fomm 
to date and that it would be presumptuous of the COEB to impose its recommendations for 
programs and budgets on these utilities at this time. The Energy Division reCommends 
pOstpOnement ofthe smaller utilities' involvement in the revised energy efticienc}' pr9grams 
until the majot utilities' progran1s are in place arid have transitioned as envisioned by the 
Commission. In this way. the smaller utilities should be able to administer programs for 
themselves and can avoid the problem of commingling funds. The CBElrs request for small 
utilities to submit their energy efficiency budgets to the closest, larger utility should be denied at 
this time. 
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ADtl~()mpditive Policies 
Prolfsls 
RESCYB asks the CPUC to reduce the anti-competiti\'e advantages each ulilit)' \\ill enjoy due to 
its position as an interim administrator. RESCUE argues that the utilities know the bids, designs, 
and costs oithe programs, and they have the expertise (or Request for Proposal (RFP) bidding. 
RESCUE asks the CPUCto tequireall utility program rost and price information be open and 
public so that others may compete, such as what was used in the Demand Side Management 
(DSM) pilot biddingt which worked well. Me recommends that the CPUC should reduce the 
utilities' anti-competitive advantages by requiring all program cost and price infolma\ion be 
provided to the public at latge. MC asks the Commission to requite fult disclosure on an 
contracts, pricing, measurement. and evaluation methods. 

RespOl1ses . 
SeB replieS that the eBEB program design addresses anti-competitive concerns. The CPUC has 
adopted.an Administrator Code otConduct and Afl1liate Guidelines, and SCH haS developed 
programs that comply with Commission direction to develop a sus!ained privatized Encrgy 
Efl1dency (EE) marketplace . 

Discussloll 
The Energy Division believes that MC's arguments regarding anti-conlpetitive policies are 
misplaced. If. in tact, the Commission's anti-competith'e policies did fail. the Commission 
WQuid act. The Energy Division recomrnends that ifMC believes the pOlicies developed through 
the CBEE and hnplernented by the utilities fail to provide an open bidding process, MC should 
file a petitton under R.98-07-0)7. MC's protest should be denied. 

Conclusion 
As ordered by the Commission under R.98-07-037, the CBEE and the utilities filed 
energy eOldency programs, policies and budgets for PY99 by advice letter. Protests regarding 
the legality and the structure of the CBEE are subject to proceedings under R.98-07-037 and are 
not addressed under this resolution. 

The ulilities' initial advice letter filings were det1cient. Resolution E·3578 directs the utilities to 
complete progranl dctail descriptions by supplementing their original advice letters. Utility and 
Commission-spOnsored workshops are scheduled to resolve severat outstanding issues afi~(ing 
energy effidency programs, measurement and verification. and the role otCBEE. The Energy 
Division recommends (hat the small energy utilities should not be ordered to participate in the 
new energy cfiiciency programs until the major energy utili lies' programs have adjusted. 

The PY99 energy efficiency programs are in transitt6n. The Energy Division recoJllmends that 
the Comn\lssfon ex·tend the PY99 progranls and budgets into PY2000 to allow adjustments to 
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proc«d and to avoid dela)'s between PY99 and PY2000 inlplementation. The utilities should 
expand their PY99' programs and budgels by one year under an advice lellcr filing to be 
submi«ed in September 1999. 

POLICY RutF~, APPLICATION AND MODIFICATIONS 

CBEE Retommendations 
The CBER provides recon\mendations and proposed modifications to the Adopted Policy Rules 
for Energy Efficienc), Attivitks from D.9S-04-063.1 CBEE's specific recommendations are 
listed below. ORA's protest recommended adoption ottheCBEB's propOsed changes, but with 
additional modifications to accommodate continuing utility administration arid to lessen an 
"expanding tole (or the COEE and the CREE t~hnical consu1tants." The utilities generally 
suppOrt the CBEE modit1cations, "ith two (esen'ations - that the additional r~porting 
requirements are burdensoJne and that the logo/co-branding issue neoos(o be resolved in 1999. 
The r~porting requirements and the logo/co-branding issues are also protested by the parties. 

The CBEE's proposed modifications are: 

CBEE requests the Commission appro"e the suspension of Rule IV·6 fot PY99, pending 
completion ,,(additional public \\'orkshoJls. Rule IV-6 requires progran\s \\ith customer 
transactions (0 be cost eftectlve, The workshops WQuld work (0 clarify which 
transactions invoke this rule, how'such transactions for individual customers must be 
treated, and When and how the participant test should be calculated, since retail rates are 
no longer wen defined under electric restructuring. 

CBEH requests the Commission clarify that the Standard of Cost Eflcctiwness referred to 
in Rules IV-I, IV ... ) and IV-4 as the Public Purpose Test and C'orred a typo in Table B·3. 

CBEE requests the Comrnission to adopt a revised definition of Energy Efliciency (EE) 
and Energy Eflidency Measure, to allow for coordination of PGC EE programs and 
activities and non-PGC activities in\'ol\'ing DSM application of renewable energ)' 
technologies as called for by Rule IV-S. 

CBEE requests the Commission adopt limited modifications appropriate for interim 
administration in PY99: 

! See Attachmeni B for a red-lintd ,·ersioo·otCBEE·$ proposed policies, dtfinili6ns~ a cOmparison ofthe Tota1 
Resource Cost, the Sociefal, and t1le Public PurpOse Tests, and r«ommeoded a"oidtd (ost \'alues . 
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a. Rule IV-I applies to the entire po'rtfoJio of each interim administrator, 
requiring aU POC funded aclivities to be Cost ef(e~tl\"e. The CBEB endorses 
application of this rule. 

b. Rule III-I, item 4 does not'apply to interim ,administrators and Rule 111·5 ' 
needs modifiCation. Each 6fthethr~ piogramateaS applies to interil'll utility 
admlnistrat6is. 'Change the words in 111·.$ to program administration. 

c.' Application Qfthe Adntinistr~th'e code 6fCohduct. -lbe CBEB 
recommerids S~don V!II be app'tied lnfull to the Interim Utility' 
~dministratots:: This secti9n was origh\aJly devdoped to apply to an _ 
administrator to'prevent self-dealing and inappropnate discrimination: CBEB 
1«6inmends Rules VII(·2 and VI1I4 be applied as follows: 

• Rule VUI.2. (name. 16go, ser.'i{emarklbrand) states that the utilities 
may riot use a name, logo, seri1c~mark or brand \\ilhout CBEE 
written reconunendalion and CPUC approval, and ' 

• Rule VIII-4, which concerns the definition ofthe terms of ' 
"administration" and "implementation" on a program basis. 

CBBE requests no mOdification of Rules Vlll·i and VIII-4, but r«ot'nmendsachicvement of 
progress inthis area dUring 1999. CBEB is tecomrriending co-brandillg \\ith an independent or 
state brand in conjunction v.ith the utility brand to ensure public disclosure (D.97. f2-103, OP 4) 
t9 min~mize market confusion regarding the WUfce of funds and to display credibility. CBEE 
rccornmends: 

• co-branding In all 1999 programs; 
.• the ability to tet a contraCt fot logo ~e\'elopment which \\'ould be used for all 1999 

, progran1s, once it is developed; and 
• in the interim, ~o-btand \\ith the State ofCa1ifornia or the CPUC Seal to facilitate 

increased pOsitive reCognition (or consumers in 1999. 

The eBBS recommends suspension of the Affiliate Rules (Section IX) fot the reasOns that they 
were written for Independent Adminis(tators~ not the Interim Utility Administrators. and because 
the rules in Section IX tome from D.91-12-088 reflecting existing requirenlents. The CBEB 
adds S~tion x:, through X .. 5, applicable to the utilities an4their aft1liate relationships. Rules 
X-I and X .. 2 provide for 5% limits oil the amount of Public Goods Charge funds an af'liliate may 
receive for either administrative services 'or Market AsSc.ssme-nt and Eyaluation aCtivities and a 
15% Ii'mit for program area participation. Rule X-4 ?~rohibjts ail affiliate to use a state\\ide logo 

16 



• 
• 

~~~ ,. 

Resolution E·359l April I, 1999 
PO&B At 1819·EI2I17.0; SCB AL 1348·B 
SoCalOas AL 2760; SOO&B AL t132·Flt 124·0; 
CBEB AL l-PJI-Ofa\\p I 

\\ithout'CBEE r«omtnendationand CPUC approval. and incorporates restrictions on 
utility/affiliate logo uses. Rule X-S outHiles unifonn provision ofin(omlation to all market 
participants by utility adrninistiat,ors and requires separate books and record keeping between 
utility administrators and their affiliates, subject to open examination by the CBEE and the 
Cominission. 

The CBEE reco~nlends that the Commission adopt selected state\\ide input \'~atues and 
conventions for demonstrating (ost effectiveness: 

• Statev.ide values for avoided electric generatlon~ 

• State\\ide values fo~ avoided Transmission and Distribution costs; 

• State\\ide values fot a\'Qided nah!fal gas consUmption by end-users; 

• State\\ide values for eneigy enViroru1\ental externalities; 

• A common estimate of the ratio ofnet-to~gross benefits frQni PGC-funded energy 
efficiency programs of 1.0; and, 

• A rea), societal discount rate of5%. 

Discussion of Untonttsted PoliC)' Rule Retommend*tions 

POIiCl' Rille /1'-6 
Policy Rule IV~6 requires: "Programs that involve transactions or exchanges \\lth individual ~ 
customers must be cost effective (rom the participatingcus(omer's pOint 6fview. This must be 
demonstrated by sho\\ing that these program activities pass the Participant Test (including 
financial assistance), as defined in the Standard Practice ManuaLh

) The CREE reconlmends 
suspension ofPoJic), Rule IV-6 for PY99, until ongoing \,'orkshops can addtess which custOnier 
transactions invoke this rule. No party c0l1tested the CREE~s recommendation to suspend. 

Dis ClISS ion 
Resolution E·3578 recommends this rule suspension as interil'll, since it was not contested. The 
Energy Division clarifies that the suspension. of this rule is requested for PY99 and that the 
CBEE recommends that it be reapplied for PY2000. once the customer transaction issue has been 

, CPUCICEC. S!cindarJ f>ro..·lite~}./a~uaU'" t(on6mic"Anal)'su ojlNmanJ-Side Alarug~menl Programs. 
D«ember 1981. ~ 
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resolved. The Energy Division further clarifies that suspension oftMs ru1e impacts Jlleasulement 
of the custonier's ~rspecti\'e of cost efl~li\'eness, not whether the programs are cost ell\.~tl\'e. 
The Energy Division recommends that the Commission suspend Potic), Rule IV-6 for PY99 until 
clarification can be made and/or the CBEB can provide the Commission \\ith another 
recon'unendation concerning the measurement of the customerts pcrspeclh'c of cost 
effectiwness. 

Policy Rule/V-B. Definitions 
CBEE teque.sts the Commission adopt a tevised definition of Energy EOIdenc), (EE) and Energy 
Efl1ciency Measure, to aBow for coordination of PoC ER programs and activities and nori-POC 
acthities involving DSM application ofrenewable energ), technologies. as called for by Polic), 
Rule IV-8. 

Policy Rule 1\'-8 states: 

"Programs shaH also be designed to fadlitate coordination, as apptopriate~ with 
related activities, induding: (1) the electricity Custonier Educ.ation Plan; (2) the 
Er«lnc Education Trust; (l) the CPUC outie.ach and education efforts; (4) PGC­
funded low income activitie.s; (5) POC-funded renewable energy activities; (6) 
POC·funded research. developlhent, and demonstration energy ell1ciency 
activities; (7) local, state, regional, and federal energ),-ell1ciency programs, such 
as regional n\arket transfonrtation activities; and (8) local, state, and federal 
energy-eflicienc}' laws and standards." 

No part)' conte.sled the CBEE recommendation to modify the dcfinitiolls of Energy Efiidenc)' 
and Energ)' Etl1ciency Measure. The CDEE states it believes it has te.soh·ed the issue for the 
Commission. The definitions for Energ)' Efllcienc), and Energy Efliciency Measure would 
delete the sentence "Until further notice of the Commission, energy etlidency shall nol include 
demand side applications of technologies that use a renewable cnerg)' source." 

Background 
In 0.98-04-063, the Commission directed the COEE to re.solve industry concerns about the use 
and funding of renewable energy t«hnoJogies in conjunction \\llh energy ell1cicl1cy 
technologies. The CBEE slates that it held discussion of this issue in five public workshops and 
secured a preliminary indication of support front the COER's institutional member from the CEC 
based on the CDEE's preliminary reeoillmendations. The CBEE state.s that it has addressed the 
CEC's concerns about progran\ overlap and redundant funding \\lth its teconunelldations (in AL 
S«(i6ns VI.B.S and IX.C.I). which call for explicit coordination \\ith related renewable 
acthitie.s and that financial incentives for renewable self-generation (echnologies would not 
conle from PGC EE funds. The CREE states that it has addressed the NRDC's concerns through 
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program-specific recommendations for qualifying "renewable technologies that are consistent 
"ith the definition ofentrgy eflicienc), and by prohibiting the use ofPGC EE funds for the 
payment of financial incentives for renewable self-generation tcchno!ogies. 

CBEE Ru()mmendalion 
TheeBEB recommends deletion of the last sentence of the definitions for Energy E01ciency and 
Energy EOidency Measure because: 

U(a) it may unintentionally prevent the use o(PGC EB funds (or energy eOlciency 
acth:ities that work synergistically Yo;th renewable energy SOurces that provide light or 
heat but do not generate electricity (e.g. daylighting t~hnol()gies, solar domestic water 
heating, etc.); 

(b) it may prevent application of Policy Rule IV-S, which tails (or coordination with 
PGC·funded renewable enetgy activities; 

(e) it may ptohibit the CPUC from exploring potential synergies between energy 
efl1dency and self generation technologies on a limited pilot basis (as ret6nl!l\ended in 
AL Section IX.C). 

Finally, the CBEB notes thai this modification of the deflnitlOns does not comnlit the 
Commission to any particular le\'e) ot type of PGC funding for ensuring coordination." 

The CBEE further states that the energy efficienc), definitions are supplemented by: 

"(I) an over·atching ptogrart\ recommendation (in AL Section VI.B.S) to coordinate PGC 
energy efficiency activities \\ith those of the PGC·fuoded CEC renewable energy and 
public-interest energy research programs, and 

(2) a progra.nl·spedfic recommendation for a residential progranl element under the new 
construction progranl adn\inistrative area to explore coordination opportunities and 
potential cost reductions (or homeowners \\;th the CHe, but which precludes use ofPGC 
Ell funds to p3)' financial incentives for renewable self-generation technologlc-s." 

Comments 
The Commission should adopt the CBEE recomo\endatlon to modify the definitiOn of Energy 
Efficiency and Energy Efficiency Measures, The discusslon ofpoticy rule IV·8 and the 
defillitlons correctly notes that no party protested or commented on the CBEE's recOIilmendation 
to change the definitions of Energy Efficiency and Energy Efficiency Measure-s. 
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DiS,,"usslon _ 
The Energy Division has reviewed the CBEB's proposal, supporting documentation and 
programosp«iftc re«)mmendations and believes that (ornpJiance \\ith the COn\mission's 
di~ti\'esto the CBEE under D.98·04·063 haS been met. The Energy Division note.s that no 
party protested lhis proposal. The CBEB's program recommendations are included as a pilot in 
the new construction program administrath'c area only for photovottaic power systems and solar 
domestic hot water heating, \,;th no mot~ than 2% of the New Construction Program Budget 
funding the.se t~hnologies. The Energy Division recommends that the Comn\i~ion adopt tht 
deletion of the last sentences, as described above, in the definitions o(Energy EOlciency and 
Energy Efficiency Measure. Also~ the Energy Div~sion ttcolllmends the Commission allow the 
pilot in the new construction program administrative area fot the limited renewable technologies, 
\\ith-the C-BEB providin'g an assessment o(the pilot to the Commission upOn its conclusion. 

Policv Rule IV-} _.. , 
Policy Rule IV .. } requires that the entitc·progran\ portfolio ofPGC·funded activities be cost 
effC(tive. -The CBEE l'econHnends that for PV99,this rule should be applied to the utilities. No 
party ptotested this recomnlendatioil.· The Energy Division recommends that the Comnlisston 
adopt this rule fot PY99. 

Policv Rules 111·1. III·j. and Seclion VIIl 
Polie>' Rules undet Section III anticipate independent administrators under the individual 
program areas of Residential, Non-Residential and New Construction. For these rules. allofthe 
program areas apply (0 each-utility. The Energy Division reconimends that the Commission note 
that Rule HI-I, item 4 doesnol apply to interim utility adn\inistrators and Rule 111-5 needs to be 
changed by adding the words prOgram administration. 

The Policy Rules under Section Vill, "Adn\inistrator Code of COn dud', need to be applied in 
fun to interim utilit)· adnlinistration. The Energy Division endorses this recommelldation. 

Policy Rules. Contested 
Ptotesl 
ORA recommends that the Con\nlission adopt a new set of Energy E01dency Policy Rules \\ilh 
more modifications and deletions thatl those recommended by the CBEE and/or the utilities. 
ORA argues that the change.s·proPQsed by the CBEE contemplate independent program . 
administration and expand the CBEE's responsibiHtie-s. ORA remarks that son\e of these rules 
need to be revised to ac--:ommodate continuing utility administration. ORA also rcconlmends 
modifications (0 the Administrative and At'liliate Policy Rules where there ate references to the 
CBEE Or their techniCal consultants. ~ORAafgues that the CBEE recomrilended changes enhance 
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CBES's authority,espedally regarding "fund-shifting" authority, which should be the 
prerogative of the CPUC. 

ORA would delete all references to CBEB. and its t«hnital sUpp6rt from the pOlicy roles. In 
addition, it '\'Quld substitute -C()mmi.ssion and/or CADMAC· (or CBEB in a number otrules. 
ORA WQuld fully delete the (oUov.;ng rutes: Polic)' Rule In·l, nl.2~ HI~4, 111-5,111-6, " .. hich 
relate to the Roles and ReSponsibilitie;s Under'the Ad!ninlstrative Structure. ORA \\'Quld also 
delete Policy Rule V -8, which states that the CBEE will spOnsor workshops to refine value and 
performance measurements for PGC·~ded programs. -

RespOnse - __ 
CBEE recommends the Commission clarify its direction in 0.98-07-036 and apply the adopted 
pOlicy rotes. \\ith the modifications and clarifications t«ommerided by the CBEB in its AL 
filing, to the period of interim utility administration in PV99. 

Comments . 
CBEB comments that the Commission should dir«t -the CBEE to prepare minor changes to the 
policy rules, as n~e~Wy, in a timely (ashion ~()nsislent \\1ih continuing tIlilil)j administration. 
but defer pOtential addillonal modifications to the poJi~y ndes until completion of the workshop 
on the future role of the CBEE. 

Discussion . 
Decision 98.07~036 adopts the CBEB's carHer policy rule modifications. as applicable to 
independent administration of the energy efliciency prllgrams and DSM pfl)g~anls. and assumes 
the issuance of an RFP for selectiOn of independen~ administrators. D.98-07-036 spedfie-s that 
the adopted policy rules do not apply to interim administration. In its October 16, 1998 ad\'ke 
letter, the CBEE requests the ConHulssion apply the policy rules adopted under D.98-l)7-037, 
"ilh additional·modificati6ns, to the utilities, which ".ill be interinl progtan\ administrators. 

The Energy Division agre~s with ORA's asSt.sSment of the CBEB's propOsed revisions to the 
poticy rules. (See Attachnlent B) The Energy Division belie\'es that since the utilities win be 
program administrat6rs through the )'tar 2001, the CBEE should revisit all of the Policy Rules 
for Energy EOlcienc), Activities and make revisions as discussed below. A discussion of why 
the policy roles should be rewritten follows: 

4 CAOMAC stands (or the California DSM Measuremtnt Advisory C()ffimittce. CAm"fAC pro"'ides' the 
COmmission with totrg), efficienc), earnings \;erifi~atl().hS and pi0Vam C()'~l dfetlinness repOrts, ~ weli as . 
ckH10ps potenlialrriodifications to \he a~ed prOtO(Qt.s fotcOnsidtralion in each Annual Earnings Assessment 
Pr6cetding (A EA 1»). . 
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April), 1999 

folic,> Rille 111·/ DlsCUJSiorl Example 
Policy Rule HI·lidentifies in list foml entities responsible foto\'ers«ing~ administering, and . 
implementing the expenditure of pac funds for energy eflicieocy. Progranl Administrators 
(item 4) ate among the entities listed. The CBEE also includes the Commission and itself. The 
CBEB proposes to add the sentence: "In PY99, item (4) does not apply to interim 
administration." ORA would delete the complete rule. Energy Dh'ision beJieves thai exclusion 
of the utilities from this list implies that the utilities do not perfornl any ofthese functions, which 
is untrue. 

The Commission provides oversight arid authorization of the ptogranls. funds and policies. The 
utilities are responsible for implementing the programs and the expenditure of f\mds. ORA and 
other interested parties are responsible, as partie~s. (or providing the COfnmissi60 "ita tactual 
input, propOsals, and tom\al filings and r«ommendations. The CBEI~'s role is to make 
recommendations to the Conunission on market transfoJlllation. This involves the processes of 
joint prograil\ planning whh the energ)' utilities. providing a forun} for stakeholder input, and 
a..~isting the parties. The CBEB is not a party. The CBEE's role docs not include oversight, 
administration of program fund expenditures Or ptogram implementation. The Energy Division 
believes that the CBEE's inclusion of'itseJfinthe context of its Polity Rule ill·l is misleading 
and inappropriate. 0RJ.\.'s protest that the policy rules need to be modified to accommodate 
continuing utility administration should be adopted. 

In its comments, the CBEB references the above dis(ussion, stating that it should be rC\\Titten to 
be consistent with the CBEE's adoptoo B)'·Laws and prior CQnlnlission d~isjons, and that 
ORA's proposed revisions should be rejected. The Energy Dh'ision advises the Commission and 
the COEB that the CBEE's current By.laws and the Polk}' Rules adopted by the Commission 
wete \\Titten to apply to Independent Administrators, not the utilities. The tote of the CBEB has 
been affected by 0.99·03·056. Therefore, changes in the Dy·laws and in the Policy Rules need 
(0 be made. 

For the purpose of the Adopted and Proposed CBEE changes to the Energy Eflldency Rules, the 
utilities are the administrators through 2001. The CBER's Polic)' Rules should apply to the 
utilities throughout this timeframe. The Energ)' Division re~6n'lmends that the Commission 
direct the CBEB to rC\'iew and revise all Polic), Rules in a supplemental filing to R.9S·07-037 to 
account for continuing utility administrati.on in compliance with the D.99-03·056. In addition. 
the CBEE should incorporate appropriate language defining the CBEE's role \\ith cilerg)' 
e01dency programs, which is the subject of an Energy DiviSion workshop scheduled for April 
12, 1999. 

The Commission sh6uld direct the CBEE to preparc nlinor changes to the policy rules. as 
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n«essary. in a timely fashion consistent \\ith continuing utility administration, but defer 
potential additional modifications to the poJic)' rules until completion of the workshop on the 
future role of the CBEB. 

Affiliate Rules 
Proust 
RESCUE states that the afliliate rules applicable to independent administrators should not be 
amended for 1999 administration and argues that the regular aflliiate rules shou1d apply to utility 
adminislIation. RESCUE states that the COEE's afi1liate role changes do not address self­
dealing or Umutua'" accommodation (inter-utility hiring). 

CBEE Response . 
CBEB replies that its recommendations for modifkations to the adopted pOlicy rules 
appropriatel)' apply to the period of interim utility administration. 

Comments . 
In comments provided March 16, 1999, ORA agrees that the CBEE's Policy Ru1es rail (0 address 
self-dealing or mutual accommodation. ORA sugge.sts that the CHEE's proposed aftiliate rules 
under Section X should add Rule IX (18) from the uAfl1liate Ru1e.s for Independent 
Administrators'" to prohibit the intemlittent use of utility employee.s by the afliliates. The . 
Commission's Af'liliate Rule.s adopted under D.91-12-088 were modified by D.98-08-03S, which 
aft'ccted the role covering the intennlttent use of utility employees by afliliates. . 

PG&E recommends that Policy Rute.s X 1-3 not be adopted. PO&B states that these rules 
assume valid, agreoo to, useful definitions of administration and implementation and address a 
ptoblem that l1\a)' not occur. The Commission COUld. instead. require that utility administrators 
repOrt to the Comnlission \\ithin 60 days when the utility hire.s an a01liate through a 
noncompetitive process. This repOrting requirement would not apply to Standard Performance 
Contracts (SPC) which are already covered by Rule IX-5. nor (0 corporate activities conducted 
by the utilities' holding companies. 

Discussion 
The Energy Division has reviewed the Adopted and Proposed CBEE changes to the potic)' rules 
and agree·s \\lth RESCUE's and ORA's asse.ssment of a lack of safeguards addressing utility self­
dealing or mutual accommodation. However, at the present time, self-dealing can only be 
addressed through continued efforts \\ith the development progranl outsourcing. Mutual 
accommodation (cross~afliliate utHity hiring) can be partiallyaddressed through the inclusion of 
CBEE Policy Ru1e IX (18) under the CBEE's proposed Section X, Affiliate Rules for Interim 
Administrators. which reinstates and restricls employee nl.oveinent between the utility and the 
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a01liate. ORA's recommendation to apply this rule to continuing utility administration should be 
adopted by the Commission. 

The CBEE policy ru1es under added Se('tion X, "Afliliate Rule.s for Interim Administrators", 
Rute.s 1·5, SCf\'e to limit affiliate participation in the programs and promote market cotllpetition. 
These rule·s re·strict an at'liliate's participation to 5% for administralh'e participation. 5% for 
Market Assessment and E,'aluation activities, and '5% for program participation. Energy 
Division reeonttnends adoption of these rute.s. 

Afl1liate Rules applicable to the utilities were adopted under D.97-12-088. These rules also 
apply to the utilities' operation of energ)' efficiency and DSM programs. The Commission does 
not preclude competith'e bidding of one utility'S affiliate for another utility's programs (mutual 
accomniodation). the Energy Dh'ision recommends that the CREE work to de\'elop a rule 
similar to Rule IX (18), restricting inter-utility hiring to respond to RESCUE's concerns. 

The Energy Division believes that the Commission's existing aOiJiate rules and the CBER's 
prOpOsed afliliate rute additions under Section X of the rutes fot energy et)1ciency do provide a 
reasonable basis fo.r safeguarding anti-conlpetiti\'e behavior. RESCUE's protest ofthe··policy 
rute·s regarding a lack of safeguards addressing utility self-dealing or mutual accommodation 
should be granted, The Energy Division rC\:ommends the Commission adopt the additional 
af'liliate rules propOsed by the CBER under Section X, with the addition of Rule IX (18) fully 
applicable to. interim utility administration. 

Tyina 
Protest 
ORA recommends that the Commission t~uir~ suppJcrnentary Administrator Code of Conduct 
and Afiitiate Rules s~lkms ofthe Policy Rule.s \\ith reslri.;lions that \\il1 ptedude the utilities or 
an Energy Service Company (ESCO) from restricting customer choices of an Electric Sco'ice 
Provider (ESP) fot generation or other available services. In particular, a rule is needed (0 

address program-spedne anti-competitive measures for those progJanlS ,,;th rebates and 
Standard Perfornlance Contract (SPC) programs, where customer financial assistance is made. 
ORA wants the CBEH to provide an cxplicit rule to forbid UtiHly Distribution Companies (UDC) 
from conditioning rebate eligibility to onl)' ESP customers of the ODe) \\ith a similar one for an 
ESCO subconlracting a program, which might condition the service to availabilit)· through use of 
a particular ESP. In addition. ORA wourd have a customer afl1davil signed by the customer that 
names the current ESP and aflirms program participation does not preclude the customer from 
changing to an alternate ESP. Verification of this should be made at the time other wrifications 
are made \\ith the policy rules . 
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CBEE Responu 
CBEB responds that it shares ORA's C'OJlC'cm that POC funds could be u~--d inappropriately to 
re-strict a customer's ability to choose providers of energ)" but makes no recommendation on this 
issue. 

Comments 
PO&E agrees that competition should be encouraged. Howevcr, the attempt to. shape this 
competition "ith rules and I'equirernents beyond the utilit),afliliate rules nlay be unnecessary and 
tanies an additional administrative cost on market participants that ma)" in fact, discourage 
competition. T)'ing is only a real problem when the players have market power. There is no 
evidence of such market power in the energ)' efliciency market at this lime. 

ORA argues that is appropriate to. include an energy efficiency pOlicy rule to prevent lying of 
services by an entity that is M ESP and also an energy ef'llciency service provider (EESP). That 
is precisely the purpOse of adopting afliliate rule.s for EESPs. Language siniilar to Rule III.C of 
D.98·08-035 (or CBER's PoUcy Rule IX-6) should be incorporated into Policy Rule X. 

Discussion 
The Commission's afliliate rules prohibit the tying nature envisioned b)' ORA and CBEE; but 
these rules apply to the regulated utilities. not the ESPs. which are nOl.regulated by the 
Commission. Similarly, the COER's Policy Rules apply to the utilities and their afliliates. 
Adding another section applicable to. ESPs and ESCOs does not appear practical at this time. 
However, the Energy Division agrees that the same tying prohibition should apply to an 'ESP or 
their afliliate receive energ)' emciency funding for the pronlotion of energ)' eOlciency services. 
The Energy Division reconlmends that the CBEE and ORA work "ith the parties and the utilities 
to develop appropriate language to incorporate into the aflidavits and contracts held \\ith ESPs to 
alleviate this problem at the present time. This should be done to ensure that receipt of energ)' 
efliciency secvice.s is not tied to provision ofeledrlc energy service. and so that the end use 
customer is not precluded from customer choice. ORA's protest r~uesting a policy rule to 
prohibit tying services between ESPs and ESCOs should be adopted. 

Lo&o/Co-Brandine 
Protests 
RESCUE requests that the CPUC direct all 1999 programs be perfomled in the name ofCBEE. 
RESCUE states that because no logo was developed in 1998 by the CBEE as the CPUC 
requested. the utilities "ill continue Co-Branding. REECII recommends that Commission policy 
should emphasize public nlarkets. energy eflicienc)' themes rather than COEE or utilities' Or 
public agencies' logos. REECH argues that the utilities' logos should be used only ifauthorized. 
and that Interim Utility Administrators (IUA) should not benefit fronl the use ofpGC funds if 
they use their o\\n logos. REECI-I further argues that "the valuation of the association \\ith 
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public energy efl1ciency programs by the Interhn Utility Adrnlnistrators should be set at not le-ss 
than 10% of outsourced solution progr-anls and nolless than 2S% of the budgets fcir infonnation 
and audit programs. where IUA identification is significant or where referrals route through an 
IUA marketing channe1.u 

Responses 
COEE states that direction on co.·branding and use oJ a logo as adequltely addressed in its AI.. 
filing. The COEE recommends that the Interim Administrators make significant progtess toward 
independent, state\\ide brand and implementer brand identification, and away fronl utility-only 
biartding in 1999. The CBEE recon)mendsthe Commission direct the utilities to contract \\ith a 
qualified firm, using a co-management approach to analyze and develop an independent 
state\\ide logo and brand for use in I m. Until a logo is developed, the CBEE l\.'Commends a 
co-branding approach for all ptogtanls in 1 m. \\ith an independent or slate brand being used 
along side the utility brand(s). to ensure public disclosure to minimize confusion in the market 
regarding the source of funds, and to display credibility. (See D.97·12·1 0), OP 4) CDEE 
requests an expedited Assigned Commissioner's Ruling granting permission to use the 
Commission or state seal as the logo for at leasfpart of 1999. Ptogranl marketing materials neoo 
to be prepared if the prOgrams are t6 be implenlcnted \\ith co-branding. 

SoCalOas responds that it has been working \\ith the other utilities to develop COn\mon language 
(or co-branding. However, until a logo is developed, SoCalGas believes that it is critical to 
continue to use the utility name on its program nlaterials. S6CalGas adds that not using the 
utility name would have a detrimental aOect on the market, sance the market actors do not yet 
have sufficient name tccogniti6n on their 0\\1'1. SDG&E responds that the utilities have 
developed comn\on language to "co-brand" the eoerg)' cfnciency programs until such time as the 
CBEE/state logo is developed, as dit~{ed b)' D.97·12-1 03. SDG& E beliews serious legal 
consequences could result ifutility personnel were representing and acting on bchal f of CBEE 
instead of the utility. 

Comments 
In comments dated March 16. 1999, the Joint Respondents (SEMPRA for SDO& E and 
SoCaiGas) request that development ofa state\\ide logo should be part of the CDEE's Budget. 
The utilities reply that they have not included the cost for a logo development in their 1999 
budgets. Also. in comnlents dated March 16, 1999. ORA suggests the CPUC request proposals 
for a logo and language development from the CEC. 

DisclIssion 
Decision 97-12-103, in OP 4 state.s that uCDEE shall develop One or more appropriate statc\\ide 
iogos for energy' e,fliciericy to be USed by PG& H, sno& E, SeE, and SoCaJ, collectively referroo 
to as "the utilities'\ in their 1998 program materials as soon as feasible. Thert shall be eo-
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branding for public disclosure purposes once the logo(s) are de\·etopeJ." The dir«lion to use a 
slate\\ide logo for energy efilciency programs is consistent and appropriate for the Commission's 
market transforTt'lation cfiorts. lIowewc, the CREE's proposal to use the Commission's seal or 
the Great Seal ofCaHfomia is inappropriate. . 

The Energy Division reports that Government Code Section 402 states: 

"Every person who maliciously or (or commercial PurpOses uses or allows to be used any 
reproduction or facsimile of the Oreat Seal of the State in any manner whatSOever is 
guilty of a misdemeanor." 

The Energy Div'ision advises that the Commission's seal includes a reproduction of the UOteat 
Seal o(the State". Therefore, any use of either the California State Seal or the Commission's 
seal may not be used. The COEB's request to use the state seal or the Commission's seal should 
be denied. 

lbe Energy Division recommends the CUES continue work \\ith the utilities to develop a 
statev,ide logo and, in the interim, work to develop appropriate endorsement language to address 
this issue. The Energy DiVision also recornmends that the CBEll contact the CEC regarding 
poSsible logo dcvelopn\ent. if the CEC has had experience \\ith this type of devetopnlent as ORA 
suggests. The Energy Dh1sion recommends that the Conlmission allow an expenditure of CBEll 
PY99 Rudget monies to develop a statc\\ide logo. 

Cost Effedinness Values 
Proltsls 
REECII states that the CBEB arid Commission have not provided a reasonable and calculable 
basis for cost-elfettlveness detemlinations in the expenditure of energy eOlciency funds as 
required by Public Utilities Code Section (PU Code) 381(EXl). RESCUE criticizes that thc 
avoided cost calculations should not include transmission and distribution unifonnly across 
utilities and argues that the residential sector's conservation is worth more than other customer 
classes because it costs more per unit of energy for this class. 

ORA recommends that the Commission adopt the cost effectiveness values contained tn the 
CBER·s recommendations. (See Attachment B) ORA also recommends that the Comnlission 
adopt the new cost effectiveness pOlic)' rules tecomnlended by the CHEE (using ex post 
measures), but that it establish confornlance \\ith these policy rules using current program 
definitions and current cost effectlveiless test names (Le. replace Public PurpoSe Test \\ith 
Societal Test). 
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Re.sponsfs . . 
CBER responds that it agrees \\ith ORA that the CPUC should adopt the CHmrs cost· 
effectiveness policy rules.Howe\'~r. CREE doe·s not t«ommend that the Commission change 
the name o(the Publk~ PuipOs¢ Test (PPT) and d~·s not t«ommend applkation of the test using 
only currentprogtam definitions. PO&E agrees \\ith the CBEB that the retommcnded new 
program definitions most dearly support "the design, implementation, and coordination anlong 
intervention strategie.s toward the common objecti\'e of market trans(om1ation" and that the 
CUTtent system, as defined in the DSM Reporting Requirements Manual. does not me-d this 
standard. 

Comments '. . , 
PG&E notes in its March 16, 1999 Comments that CBEE;s original recomnlendation (or selected 
state\\;de input values and conventions for demonstrating cost efl'ecli\'ene.ss was that parties 
should use a teal, societal dlstount tate 6f 5%. Since all of the CBER ,'alues tot avoided costs in 
Appendix Ci Attachment B are exptessed in nOflllnal dollars, the societal discount rate should. 
also be exprtssed iii nominal dollars. Therefore, the Commission should use a norninal discount 
rate of 8.15% per ytai i" conjunction with the cost effeclh:eness values contained in Attachment 
B of Appendix C., It is PG&E's'understanding that the CBEE's Technical Consultant concurs 
v.ith the use of an 8.' 5% pet year discoUilt rate . 

The CBEE comments that the Commission should leave the "Public PUrpOse Te.st" as the 
standard of cost effectiveness, and clarify that the name of the standard should remain PPT to 
indicate that it is different (ronl the societal test in its application. 

The CBEE states that the analysis of ORA's rccon\nlendation 11lisconstrues the standing of the 
Public Purpose Te.st (PPI). The CBEE's reconlmendati6ns (or modifications to policy rule.s lV­
I, IV-3, and IV-4 were Ones ofc1arification, not o(pollcy. Tbeywete made in response to 
requests (r6nl stakeholders to be explicit that the PPT, described in se-ction V, \"as to be used (or 
the rules in section IV. The Commission previously adopted the policy rules, including the PPT, 
in D.98-07-036. Policy rule V .. '}, clearlydelines the PPT uniquely as the standard of cost 
eflect. \'e ness. ORA disagreed with the name of the te.st, but did not protest its (onnutation. No . 
other standard of cost eff~tiveness (\\ith the exception of the participant test in now-suspended 
policy rule IV-6) is contained in the policy rules. References to the societal te.st and the total 
resource cost test are discussed. not as alternatives, but as pOints ofreference for the PPT. After 
ml;lch discussion in workshOps and other public processes before the CREE, most stakeholders 
agreed that it was appropriate to propose to change the name of the societal test to the PPT at this 
time given the di(ferences in its application under the cUrient Commission policy framework. 
Failure to reaffiT'ltl that the naJile of the standard of cost eftecth'cncss is the PPT \\ill increase the 
potential for future confusion in applying the standard in the section IV rules . 
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Discllssion 
The Energy Dh'isioJ\ observes that the cost efl~ti\'eness \'alues found in Attachment B. 
Appendix C con(oml (0 the existing Commission standards used for the basis of cost 
eff«tiwncss e\'aluations. PG&B, reiterates its December 1998 comments regarding the discount 
rate used in Attachment B. Appendix C. which no other party commented on. The Energy 
Division agrees \\ith PO&E that these values should be expressed in nominal dollars using an 8 
y, % per )'car discount rate rather than the real, 5% societal discount rate, and recon'lmends the 
conversion. 

REECH's allegation that the cost eflectiveness values do not provide a reasonable and calculable 
basis for cost-eff«tiveness as required by PU COde S~lion 381 (eX l) should be rej«ted and 
their protest denied. The Enttgy DivisiQn reCommends that the Comn\ission adopt the Cost 
Etf«tiveness values contained in Attachment B, Appendix C (or PY99, as nloditled. 

The Energy I.>ivision has reviewed the CBEI~'s comparison of the Public Purpose Test. as found 
in Attachment B. Appendix B. The Energ)' Division has also reviewed the Societal Test and the 
Total ReSOurce Cost Tests as found in the CPUclCEC·s Standard Practice .\{mwol/or 
Economic Analysis 0/ Demand-Side }'lanagemenIPrograms. The CBEE has provided a detailed 
comparison between the Public PurpOse Te.st (PPT) and Total Resour~e Cost Test (TRC), not 
with the Societal Test. The Societal Test and the PPT are essentially the same; they both modify 
the TRC (or externalitieS. In consideration of the semarltics argUJ'l.lent between the parties and in 
hopes ofpr()viding ultimate clarification (or a1l. the Energy Division r«ommends that the 
Commission adopt the CBEE's recommendation t6 change the name of the Standard of Cost 
Effecth;eness to the Public Purpose Test in the body of Policy Rules IV-), IV-l, and lV-4, but 
that it retain the nanle "Standard of Cost Et'rectiveness" in parentheses. 

The Eilergy Division advises the Commission that RESCUE's proposal to modify the avoided 
cost values used fot transmission and distribution is beyond the scope of the advice leuer filings 
and should be denied \\ithout prejudice. RESCUE's proposal to modify the avoided cost values 
used for transmission and distribution should be raised in the Qualifying Facilities proceeding 
under 1.89·07·004 at\d the ACR emanating (rom the electric restructuring decision, D.99·02·085, 
where avoided cost values used by the Comr'nission \\ill be addressed. 

On February II, 1999, an ACR was issued under R,98·01·0l1 ordering the Energy Division to 
schedulea public workshop to address reporting requirements. Parties should seek consensus at 
the Energy Division facilitated reporting requirerMnts workshop, and should make a filing on the 
issues in R.98·07·0l7 • 
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Reportine. PrOenlJ'n Definitions 
Protest 

April It 1999 

ORA requests that the CPUC dired CADMAC to de\'Clop new ex post n\caSUftmcnts to assure 
('ost erfectiwness and compliance \\ith the legislative intents or AsSembJy Bill (AS) 1890 
(Stats. I 996, Ch.8S4). The existing database is iliConlpatible \\;lh a new set of program 
definitions. Thete is nocredible basis for demonstrating (on an ex ante basis) c()nformance \\ith 
the Policy Rule requirement that such a demonstration be ma4e as a condition (or authorization. 
ORA further recommends that the Commission rej~t the CBEEts new program definitions, 
reinstating the use of the current definitions (or pUrposes of budget adoption s;nce the progranls 
"ill still be under utility administration. ORA recommends the Commission alto\\' fund-shifting 
flexibility \\ithin each of the three major' program aieas; program monitoring dUring the PY; 
cost-effectiveness and performance reporting prior (0, during and after program implenlentatron. 

ReSpOnses 
SoCalGas states "[rlhe perforrnance mechanism for PY98 authoriied by the Commission in 
0.91-12-101 and the guidelines suppOrted by the CBER for PV99 earnings are based on ex ante 
estimates. Earrjngs under this new mechanisrn for PY98 and proposed earnings (or PY99 are 
significantly reduced from past levels (ot mOst utilities in part based on the fact that there is no 
ex-post measUJement requirement. 'Thetefore, ORA's recommendation for a new eX-pOst regime 
is inappropriate and inconsistent \\lth CPUC established poHc)', 

CBEE states that a new regime for ex post measurement is being de,:eloped by the -CBEIl as part 
orits Measurement, Assessment and Eyatuation (MA&E) activities. Among other things, the 
CBER's planning \\ill address appropriate roles for adyisory groups such as CADMAC. (See 
CBEE's AL filing and its AHa-dunents A, C, and D) CaEE continues to recommend use of new 
progran'l definitions as basis for program planning, budgeting, fund-shifting (in the form of 
budget ranges for programs, and the fom} of budget caps or floors (or a limited number of 
intervention strategies), budget repOrting, and pedom\ance a\\'ards and incentives. CBEll also 
recommends budget planning and reporting by progran\ definitions in curt~nt DSM r~pOrting 
requirements manual. CBEE shares ORA concems regarding the adequacy of documentation 
and recommends that the Conlmission direct the utilities provide additional infonllation to 
addreSs these concerns. 

CBEE makes two other points: (1) U[t]he choice of program definidons is irrele\'ruH to a 
detem\ination of whether or not PY99 plans COnfornl to the cost-effecti\'eness standard 
articulated il'l the adopted policy rules, since the standard is binding only for the entire portfolio 
ofPGC-funded activities, not for individual programs (tegatdl~ of which set ofptogram 
definitions is used'" and (2) U[t]hreats to the abiHty of the utilities to fllaintain accurate and useful 
cost-accounting procedures are independent of the choice ofprogranl definitions." 
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