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, PUBLIC UTILITIES COMMISSION oF THE STATE OF CALIFORNIA

COMMISSION ADVISORY L S T RESOLUTION G-2992
AND: COMPLIANCEfDIVISION' o .- June 17, 1992
‘Enexrqy Branch.. : : ' : ‘

RESQLIUITLON

RESOLUTION G-2992. SOUTHERN CALIFORNIA GAS COMPANY
REQUESTS COMMISSION AUTHORIZATION TO MAKE CERTAIN
.CHANGES TO ITS RESIDENTIAL DEMAND~SIDE MANAGEMENT
PROGRAMS'EFFECTIVE JINUARY 1, 1991. o

' BY ADVICE LETTER 2095 AND 2095-A, FPILED ON
JANUERY 23, 1992 AND FEBRﬁARY’lB, 1992.

_ ,

1. In this advice letter and supplement, Southern Cal;fornma
Gas Company (SoCal) requests Commission authorization to make
cextain changes to-its residential Demand-Side Management -

programs to be effecz;ve Januery 1, 1991. The" changes regquested
ares - "

1) rxevise the Appl;ance Effic;ency Incentive and High

Efficiency New Home pregrams to :eflect new rebate qualexcaﬁien-'
'criteraa- N _

2) rovise the-High Eff;c;ency New Home pregram to reflect
new program geels' -

3) grant authority to transfer undex-spending from the
1990 residential programs into SoCal’s Resouxce program to
offset additional Resource pxegram xrebate expend;tures in 1991;

_ 4) and grant autherity-te use the additional Resource
program accomplishments to help ensure that the prev;eusly
established utility incentive cap of $6.4 mzllxen app:eved by

‘3_NDecisxon (D ) 90—08 068 Ls achieved.‘

2. This Resolution approves parts (1), (2), and (3) of the
'_jutility 8. request, but den;es pext (4)

1. SeCal Ges received Commission. autherzzatmen for its expanded
DSM programs - through D.50-08-068, as. part of the Collaborative
.- process. ‘SoCal now claims that changes in the marketplace and
. lessons'.learned during the 1990 and early 1991 program. |
‘j'implementat;on make it necessary fer SoCal te seek med;fleat;on'
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of certain elememts in its DSM programs. The primary reasons
for the c¢hanges include a downturn in construction activity, new

appliance efficiency standards and a lack of equipment
availability. ‘

2. SoCal Gas seeks revision to furnace efficiencies in the
Appliance Efficiency Incentive program and the High Efficiency
New Home program in order to conform with federal enerxgy
efficiency standards, specifically those mandated by the
National Appliance Energy Conservation Act of 1987 (NAECA).
NAECA standards for furnaces have been adopted by the Califorxrnia
Enerqy Commission (CEC) as of Januazxy 1, 1992. These standards.
require that furnace efficiencies be expressed in terms of '

Annual Fuel Utilization Efficiency (AFUE) instead of Seasonal
Efficiency (SE). S - .

3. The CEC adopted the NAECA standards for watexr heaters on
January 1, 1990. As of January 1, 1992, water heater
efficiences are stated in terms of Energy Factor (EF) instead of
Recovery Efficiency (RE). The proposed change is to reflect the
federal standards and to provide a hetter rxepresentation of
available equipment.  The minimum EF is approximately 0.54.

- Accoxding to the CEC Directory of Certified Appliances, the next
significant water heater efficiency step above the mimnimum EF

' is. approximately 0.60.

4. SoCal Gas states that the goals and savings levels
established for central watexr heaters in the High Efficiency New
Home and Applicance Efficiency Incentive programs -must be
revised. These revisions are necessary to reflect changes in
the multi-family new construction market, lack of specific
equipment availability, and underestimated egquipment costs in
the original Collaborative work papers. o

5. SoCal also requests to transfer underspent funds from its
1990 Residental Conservation programs into its 1991 Appliance
Efficiency Incentive program to offset the additional rebate
expenditures incurred. 1990 underspending occurred because of
late implementation of the new construction program and the :
general decline in new housing starts. oxginially forecast in the
Collaborative process. Unspent 1990 residental c¢onservation
funds total approximately $4.9 million. SoCal Gas proposes to
transfer $4.1 million of this amount to its 1991 Appliance
Efficiency Incentive program. ‘ -

6. 'SoCal states that since the 1991 Appliance Efficiency
Incentive program was so successful, particularly the water
heater element, the program exceeded its pre-authorized spending
flexibility. The goal fox xesidential high-efficiency water
heaters was: 1,700 -jobs. = This program. element was closed in May,
1991 after. 16,933 rebates were processed. High efficiency
-furnace goals were also exceeded. . . . ‘

. NOPICE

l. fidvice.Leﬁtet\Nd;'2095¢fdhd;its,supplement, No. 2095~A, were -
- noticed by publication in“the Commission Calendar and were sent.




Resolution G-2992 R
soCal/A.L. 2095/2095-A/ang

June 17, 1992

to members of SoCal’s: DSM Advisory Committees, the membexs of
" the California Collaborative Group, and the parties listed on an
attachment to.the Advice Letter, in-accordance with Section

| III.G. of General Ozxder 96-A.
1. No protests were filed.

1. Currently, the furnace elements of both the Appliahce
Efficiency Incentive program and the High Effliciency New Home
program are expressed in SE. levels of 77%, 84%, and 94%. The
revised xebate qualification tiers arxe proposed to be 78-87%
AFUE and 88%+ AFUE. These changes do not impact program goals,

although energy savings levels are slightly increased, and will
provide greater consistency with state and Federal standards.

2. SoCal Gas regquests that the primary water heater rebate
eriteria be expressed as 0.60 EF rather than strictly expressed
in texrms of recovery efficiency. This change will not impact
program goals or expected energy savings levels.

3. Thexe has been a significant downturn in new construction
activity, particularly in the residential multi~-family housing
sectox, according to SoCal’s Management Information Systems
data. The decline in residential new construction dates from
the f£irst quarter of 1989 -through the third guarter of 19591.

4. SoCal Gas claims that only 34.2% of new multi-family ,
dwellings had gas-~fired central water heaters according to a.
1984 survey. This percentage has dropped due to the. increasing
- trend to install individual water heaters instead of central
water heaters. ‘ : - : . :

5. SoCal’s goal foxr this element of its High Efficiency New
Home program, as established in the settlement agreement adopted
in D.90-08-068, was to install 500 c¢entral water heaters. SoCal
now requests a revised goal of 30 central water heaters
installed. -The goal of 200 central water heater installations
for the Appliance Efficiency program remains unchanged.

6. The marketing foxecasts used in the Collaborative erred in
predicting the central water heater price and the corresponding
customer. incentive. The original 8rogramrdesign for the
customer incentive was based on a 96% Thermal Efficiency (TE)
water heater, which was obtained from the CEC’s appliance
database. Estimated average annual savings per unit were 1785
therms compared to the standard efficiency. The first cost for
this equipment has proven to be much higher than oxiginally
estimated. The cost is $3000 and the equipment is virtually
unobtainable in California due to the lack of a sales and
sexrvice distribution network.  The base case minimum efficiency
. (75% TE) watexr heater cost was assumed to be $840 in the program
- design.  SoCal’s. adopted rebate of $294 provided inadequate .
customer Incentive to purchase a water heater which cost '$3000.
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7. The proposed revised central water heater goals axe based on
a TE of not less than 80%. This results in average annual
savings ¢f 510 therms for each central water heater installed as
compared to a standard efficiency (75% TE) water heater. The
cost of the 80% TE watexr heater is estimated to be $1500
compared to the cost of the standard heater of $840. SoCal -
proposes to modify the goals in both the High Efficiency New
Home  Program and the Appliance Efficency program to reflect the
Bg% TE efficiency standard. The xebate level of $294 will not

8. ‘As a result of adjusting goals for the High Efficiency New
Home program, SoCal also proposes to reduce its request for. _
shareholder incentives xelated to the program. $oCal proposes a
one-time adjustment of 20% of the design earnings for the High
Efficiency New Home program, as described in Application (A.)
90-04-037 and as modified by 0.90~08-068.

9. The Commission Advisory and Compliance Divisioen (CACD)
recognizes that flexibility is an important and necessary :
component of DSM programs, but cautions SoCal that such requests
should be made in a more timely fashion. By this Resolution,
the Commission is allowing SoCal to decrease its performance
targets. and the corresponding energy savings in order to become
eligible for sharecholdexr incentives in this aspect ¢of the New
Construction program. By agreeing to accept & 20% decrease in
the shareholder earnings attributable to New . Construction, SoCal
‘has acknowledged the problems inherent in this late request..

10, According to D.90-08~068, SoCal has pre-authorized
flexibility to exceed its planned Resource program budgets by
100% to pay additonal customer rebates. Therefore, the 1991
budget ¢£°'$1.7 million foxr the Appliance Efficiency Incentive
program can be increased to $3.4 million without additional
authorization. - ' ' '

11. Socal Gas estimates that a total of §7.5 million was spent
on rebates in this program, which leaves the program under-
funded by $4.1 million.  SoCal therefore requests that $4.1
million of the 1990 undexspent funds be transferred to the
Appliance Efficiency Incentive program. . o

- 12. According to SoCal, $0.9 million would be applied to
rebates for jobs: installed and counted in late 1990, but paid

from the 1991 budget. The balance of $3.2 million would be

applied to jobs completed and paid in 1991. o 3

13. The transfexr of 1990 dollars will not increase the utilit
~incentive cap of $6.4 million established in D.90-08-068. The
funds are being transferred to a Resource program which is
eligible for its shareholder. incentive mechanism. SoCal
thexefore-requests-that it be allowed to earn a shareholder
incentive on the transferred funds. The maximum potential

- dincxrease.in shareholder earnings: associated with the 1591

. achievments is estimated to be $450,000. ~ ... . . .
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14. Continuity in DSM programs is essential; therefore, the
transfer of unspent 1990 funds to & high-demand program is
appropriate. Shareholder incentive mechanisms fox DSM programs
were designed to encourage utilities to re~focus their efforts
in the area of conservation and remove the bias inherent in
supply-side investments, which earn an authorized rate of
return. Incentives are appropriate to reward the time, effort
and resources devoted by the utility to enexgy efficiency
programs, as well as to compensate the utility for the risks
inherent in meeting pre-established minimum performance
requirements. The reward mechanism and performance targets were
negotiated in the Collaborative process using a specific set of
assumptions regarding program cost, market penetration, enexrgy
savings per measure, etc. - Because of these assumptions, the
utility was at risk for the success of DSM programs. If a
program is clearl{_successful'and?the budget is not only
increased, but allowed to contribute to additional shareholder
earnings, these carnings then accrue without utility risk.

15. Ordering Paragraph No. 2 of D.91-12-010 stated that unless
superseded by Commission decisions in Rulemaking 91-08«003,
SoCal shall "apply the incentive to accomplishments realized in
programs, rather than program elements or the package of DSM
programs." D.92-02=-075 did not eliminate this requirement. If
we were to allow the shifted funds to contribute to shareholder
- earnings, this would imply that the earnings cap of $6.4 million
was the determining factor, and that the components were less
important. This is clearly contrary to D.S51l-12-010. The
movement of funds to augment the expenditures incurred in
SeoCal’s. 199) Appliance Efficiency Incentive program is approved,.
but the request to earn additional earnings is denied, except to
the extent that dollars were shifted from other Resource
programs. The shift in funds. is described below: .
- Appliance Incentive- (Resouxce). - $249,000

Weatherization (Resource) = - 415,000

Enexrgy Management (cost + 5%) 791,000

Master Metex . (cost + 5%) 106,000

Information (expensed) = . 381,000

New Construction (cost + 10%) _2,158,000

Total ' $4,100,000
Therefore, SoCal may earn additional shareholder funds on
$664,000.: : : '

16. It may be necessary for SoCal to file revisions to its 1991
DSM Annual Report, which was filed on April 14, 1992, to xeflect
modifications to its claimed shareholder incentive earnings.

17. CACD acknowledges the support obtained by SoCal from its
Residential DSM Advisory Committee. The analysis of the .

. .Collaborative parties is an important input in determining if
. the utility makes efficient use of its DSM funds, 'and if. the
- proposed modifications are reasonable. =~ -
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1. SoCal filed Advice Letter No-. 2095, and its supplement No.
2095-A, to request permission to revise the Appliance Efficiency
 Incentive and High Efficiency New Home programs to reflect new
rebate qualification criteria; to revise the High Efficiency New
Home program to reflect new program goals: to grant authority to.
trxansfer unspent 1990 residential DSM funds to offset additional
Resource‘programvrebate'expenditures“inil9917 and’ to request
that those funds be allowed to contribute to shareholder
eaggings,énot To exceed the cap of $6.4 million established by

2. The proposed revisions to furnace and water heatex
efficiencies .reflect the new rebate qualification criteria,
which are reasonable and should be approved.

3. The revised geals for the central water heater element of
the High Efficiency New Home program are consistent with updated
market information andyforecasts,'and'should‘be-approved_

4. SoCal should be allowed to shift the under-spent 1990 funds
0. 1991 activities, as described above;'howeverASocAl.may not
accrue‘additiondlJshareholderrearnings‘on.thesewprograms, except
to the extent that funds were shifted from othexr Resource .
programs. ‘ ,- , . .

'5.. Futurefadvice\letterffilings*:equés;ing program chanées and
goal :evisions‘should be made on a timely basis,‘ T

6. This Advice Letter supports the cbmmiséionfs-goal of
promoting demand-side management. . S

7. SoCal Should.reviséritSPLSQIfDSM'Annual Report, which was
filed on April 14, 1992, to reflect ary modifications required
by this Resolut;on.'?‘ : ' oL .

8. nThe;Résidéntfdl:DSM Advisoty’Committee-members,prdvide‘
importantvinformation-and,analysis;to-the utility, and the
Comm@;gippﬁ:elies,‘in;part;.ongpheir,expgxgisgf'r‘_“,;~
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'THEREFORE, IT IS ORDERED that:

(%) Southern California Gas Company shall revise
qual;fication-criteria‘and:program goals . as diseu
Resolution. SR 2 o

its rebate
ssed in this

- Southexn California Gas Company shall shift its unspent
11930 funds to augment the 1591 Appliance Efficiency Incentive
rebate-expenditures,fas.describedqin=this Resolution. Except to
.. the extent that thqse‘funds-were;shiftedﬂfromgother Resource
T pPrograms, Southexrn California Gas Company may not use ¢ T
- additional funds to.contribute to earnings from its shareholdex
incentive mechanism., = - 7 : '

Yy shall revise its 1991 pDsSM.
Annual Report filed April 14, 1992, as necessary to reflect any
modifications-requi:ed;bg.thiSNResolution;'-Ther:evisions shall
- be sent to all parties w. pﬂ:eceived tHeio:igin&l~Report;' .
(4) ‘Advice Letter.:2095~-A shaIl'be‘marked.tOyshcwlthat_it was
© approved by Resolution -2992. CL e LT

(3) Southe&ﬁ”CaiifornidﬁGas,Compan

- (5) this'Resolufiéﬁ,ié’effeétivé_todgy; 
I'he:eby-certﬁfy“tha;,this]Resolutibnlﬁasvadopted by the Public

'"Utilities‘Commissionaathits‘regularﬁmeetingﬁon June 17, 1992.
~ The following Commissionersvapprovedfit:¢ .“-‘- R R

-

' /  NEAY J .-, SHUI.W»Q;’L_-‘_.’;:J\:}f o
| I - Executive Directdx -\

'DANIEL Wm. FESSLER

: . 'President
 JOHN-B. OHANIAN

"PATRICIALM»”ECKERT
. NORMAN:'D. SHUMWAY ,.
} "j¢p,Commissiqnersu§

[




