BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Application of Southern California Edison
Company (U338E) for Approval of its Application 08-07-021
2009-2011 Energy Efficiency Program (Filed July 21, 2008)
Plans And Associated Public Goods
Charge (PGC) And Procurement Funding
Requests.

Application 08-07-022

And related matters. Application 08-07-023

Application 08-07-031
(Filed July 21, 2008)

NOTICE OF EX PARTE COMMUNICATION

Pursuant to Rules 8.2, 8.3 and 8.5 of the Commission’s Rules of Practice and
Procedure, the Division of Ratepayer Advocates (DRA) gives notice of the following
ex parte communications in this proceeding. At 11 a.m. on December 6, 2010, in the
San Francisco offices of the CPUC, DRA Deputy Director of Energy Dave Ashuckian
and DRA Policy Advisor Cheryl Cox, met with Matthew Tisdale, advisor to
Commissioner Dian Grueneich. DRA initiated the communication, which was oral and
written. The written material is attached to this notice.

Using the attachments appended to this notice, DRA explained that proposed
reforms to the energy efficiency incentive mechanism that are currently under
consideration in Rulemaking (R.) 09-01-019 must incorporate accurate ex ante energy
savings values that have been reviewed and verified by the Energy Division, or the
savings from the 2010-2012 portfolios will be overstated.

Copies of this Notice may be obtained by contacting Sue Muniz at (415) 703-1858

Or Sam(@cpuc.ca.oov.

439441
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December 9, 2010

Respectfully submitted,

/s/ DIANA L. LEE

Diana L. Lee

Attorney for the Division of Ratepayer
Advocates

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

Phone: (415) 703-4342

Fax: (415) 703-4432
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ATTACHMENTS
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Contact: Cheryl Cox DRA Policy Advnsor (41 5) 703-2495 - cxc@cpuc ca.gov

PROCEEDING NO: R.09-01-019 and A.08-07-021 December 6, 2010
Commission Agenda: December 16, 2010

Energy Efficiency: 2010-12 Shareholder incentive Mechanism Reform

,lRA Position: In the absence of Independent Administration, the Commassnmx

should adopt the Proposed Decision (PD) to reform the incentive mechanism

and the Gamson PD which adopts independently verified ex-ante
assumptions.

PD Summary

DRA does not support continuing Utilities administration of EE programs but the PD
makes a step in the right direction by reducing the potential award.

Reduces the earnings rate from 9-12% to 5.4% to be applied to Net Benefits due to
reduced shareholder risk.

Lowers the bonus cap from $450 million to $189 million.

Freezes ex ante values based upon the best information available for the 2010-2012
cycle to be established in resolution of the petition to modify (PFM) D.09-09-047.

Establishes a 50% holdback of shareholder bonus to provide ratepayer protection.

Declines to give an incentive award for 2009 since utilities are eligible for 2010 doesn’t
want to undertake time and resources to determine 2009 reward.

Reformed Risk Reward Incentive Mechanism Should Utilize Best Available, Independent

Ex Ante Values

The utilities filed a PFM on September 17, 2010 to freeze their own ex ante values that
would be pivotal in creating the perception of energy savings achieved from EE
programs.

Two Proposed Decisions address the PFM:

« PD: Adopts Energy Division’s process for approval of ex ante values established in
non-DEER workpapers and customized projects. Provides a formal process to
finalize all non-DEER ex ante values.

« The intent of the PD will only be realized if the Commission freezes the most up-to-
date, best available data as determined by ED

+ The Commission recognized in D.07-09-043 that true-up was essential to prevent the
utilities from inflating savings projections.

« Alternate PD: Grants the utility petition to freeze ex ante values in non-DEER high
impact measure workpapers submitted to-date for the duration of the program cycle.
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DRA Recommendations

« ED evaluation of utility workpapers finds data results in a TRC Cost-Effectiveness
ratio of less than 1.0 for each utility based on 2006-2008 EM&V Results and DEER

2.05.
PG&E 0.85
SCE 0.81
SDG&E 0.87
SoCalGas 0.92

Open a proceeding to investigate other EE administration options that will achieve

greater energy saving more cost-effectively, such as third party administration.

Adopt ALJ Pulsifer's 2010-12 RRIM Reform PD as a short-term measure that mitigates

customer risk until an improved EE program can be formulated.

Adopt the Gamson PD that requires use of best available ex ante values to be used in
the Reformed SIM that are determined by Energy Division’s independent, non-financially

interested process.
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of “NOTICE OF EX PARTE
COMMUNICATION?” in A.08-07-021 et al., by using the following service:
[ X ] E-Mail Service: sending the entire document as an attachment to an e-mail

message to all known parties of record to this proceeding who provided electronic mail

addresses.

[ ]U.S. Mail Service: mailing by first-class mail with postage prepaid to all
known parties of record who did not provide electronic mail addresses.

Executed on December 10, 2010 at San Francisco, California.

/s/ REBECCA ROJO

Rebecca Rojo
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