


Section 6� Utility Performance Awards


Overview


This section describes the derivation of PG&E’s performance award claim for 2000 Energy Efficiency (EE) programs and Low Income Energy Efficiency (LIEE) program.


PG&E claims pre-tax performance awards for its 2000 EE programs of $9.796 million to be recovered in calendar year 2002.  The utility performance award for the EE electric programs will be collected from the Public Goods Charge (PGC), the gas awards for the EE programs will be collected in rates, consistent with past practices.


The 2000 LIEE program provides shareholder incentives based on the 2000 shareholder incentive mechanism adopted in Decision (D.) 00-09-038.  


PG&E claims pre-tax performance award for its 2000 LIEE program of $0.820 million to be recovered in two installments, one installment in calendar year 2002 and the other installment in 2003.  This is consistent with D. 00�09�038.  Also, PG&E requests the second of two payments for the PY 1999 LIEE program of $0.362 million as recommended in the 2000 AEAP.  The LIEE shareholder incentives will be collected in utility distribution rates.


This summarizes the post 1997 utility performance awards for EE and LIEE programs recovered in 2002:


	PY 2000 EE program			$ 9.796  million


	PY 2000 LIEE program		$ 0.410  million 


	PY 1999 2nd claim LIEE program	$ 0.362  million


	Total					$10.568 million





Utility Performance Awards - 2000 Programs


Performance Award Mechanism Based on 2000 EE Program Milestones


PG&E worked closely with subcommittee members of the California Board of Energy Efficiency (CBEE) to develop the proposed 2000 EE program milestones and performance award mechanism.  PG&E filed Application 99-09-050, on September 27, 1999, to include the proposed 2000 program milestones and performance award cap based on 11% of the program budget.  The utility performance award mechanism approved in D. 00-07-017 includes the adopted 7% performance award cap, revised program milestones, and added the verification requirement for each program milestones.


PG&E filed a compliance filing on August 7, 2000, in response to Ordering Paragraphs (OP) 81 in D. 00-07-017, to make changes and corrections as required in D. 00-07-017.  Those changes and corrections resulted from discussions and agreements from a workshop conducted by the Energy Division on August 1, 2000.  Subsequently, PG&E filed two updates for Residential program milestones related to the Refrigerator Recycling Program to resolve a conflict created by the adoption of both D. 00-07-017 and the August 21, 2000, “Ruling of Assigned Commissioners and Administrative Law Judge on Summer 2000 Energy Efficiency Initiative.”  The first update was sent to CPUC on September 18 and the second update was sent to CPUC on October 27, 2000.  The revised Residential program milestones were approved by CPUC on November 17, 2000, including PG&E’s request to redirect $2 million program budget amount associated with its originally proposed 2000 Refrigerator Recycling Program to the PY 2001 residential program.  Therefore, the original overall program budget of $145.87 million approved in D. 00�07�017 was reduced to $143.87 million, yielding a performance award cap of $10.07 million based on 7% of the overall program budget.   


The revised 2000 Program Milestones including its target performance award and verification requirement are described in Table TA-6.2 for Residential program milestones, Table TA-6.3 for Nonresidential program milestones, and Table TA-6.4 for New Construction program milestones, Section TA-6.


The performance award milestone structure is divided into four types:


Base award milestones focused on the timing of the roll-out of programs, particularly statewide efforts;


Program activity milestones that address performance in processing program activities and results achieved in certain programs;


Market effects milestones are associated with measured changes in the market associated with the program activities; and


Aggressive implementation milestones based on the amount of authorized program funds that are spent/committed during 2000 on particular program elements or activities.


Some of the milestones have a fixed performance award potential; others are tiered with different levels of awards for different levels of performance; still others have a sliding scale within set ranges.  If a milestone was not achieved, the corresponding earnings were not claimed.


The 2000 EE programs performance award claim is $9.796 million.  This is $0.274 million below the earning cap of $10.070 million, and below the sum of all milestones, $11.051 million.  Consistent with D. 97�12�103’s finding and confirmed by D. 00�10�019 that payments to the post-restructuring energy efficiency administrator shall come from public purpose program surcharge funds, the performance award for the 2000 electric programs will be paid from the surcharge.  The performance award for the 2000 gas programs shall be paid from rates, consistent with past practices.  The 2000 performance award claim for all program milestones is summarized in Table TA 6.1, Section TA-6.  Some program milestones were not achieved.  A total of six milestones with target performance award of $1.155 million did not meet the target goal and performance awards were not claimed.  The six milestones not claimed for performance award are as follows:


Residential program, milestones RLTG3 and RR&R3 with target performance awards of $198,056 and $198,056 respectively;  


Non-Residential program, milestones NR19, NR21, and NR24 with target performance awards of $100,000, $400,000, and $100,000 respectively; 


New Construction program, milestone NC3 with target performance award of $159,000.


Due to the voluminous documentation for substantiating the program milestones completion, it will not be feasible to include the program milestones documentation in this filing.  


As in past years, PG&E continues the practice of internal staff verification of its annual program results to assure the accuracy of its performance award claim and program accomplishments.  The internal staff verification process includes an ongoing review throughout the calendar year, by PG&E’s program managers and their peers, of program milestones and energy savings achievements along with program expenditures and commitments.  PG&E continues to work with the Commission’s ORA, Energy Division, and its consultants during the AEAP process to review program accomplishment and milestone verification.


Traditionally, PG&E has made minor changes to the awards claim usually arising from an internal audit on the prior year’s program expenditures in June of every year.  Consequently, the company will submit a revised AEAP Application in August to adjust any budget findings due to the result of the internal audit.  The 2000 performance award claim for program milestones including the Aggressive Implementation milestone will also be adjusted accordingly. 





Shareholder Incentive Mechanism for 2000 Low Income Energy Efficiency Program


The LIEE program provides shareholder incentives based on the PY 2000 LIEE shareholder incentive mechanism adopted in D. 00�09�038


For expenditures on required items that did not produce energy savings (such as furnace repair and replacement) or that are difficult to measure (such as energy education), PG&E continues to earn a percentage of actual expenditures.  The total earning for this portion of the mechanism is 25 percent.  Twenty-five percent of the forecasted earnings divided by the forecasted budget determines the percentage for earnings that are applied to the 2000 actual expenditures for energy education, and furnace repair and replacement.


For measures that produce energy savings, the shareholder incentive is paid on a per measure basis, proportional to the forecasted savings generated by each measure.  Each utility created a table of measures and corresponding incentive amounts using the remaining 75 percent of the forecasted earnings for PY 2000 as a basis to establish table entries.


PG&E requests $0.820 million in shareholder incentives for 2000 LIEE activities to be recovered equally in two installments, one installment in calendar year 2002 and the other installment in 2003.  This is consistent with D. 00�09�038. 
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