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Response to CornEd’s First Set of 
Data Requests to NRDC 

Docket No. 07-OS40 
Response of NRDC Witness Henry Henderson 

Request No. 1.02: Please provide copies of all documents relied upon by any witness(es), 
including but not limited to workpapers, in preparing responsive testimony 
submitted on your behalf in Docket No. 07-0540 on December 14,2007. 

Response: MI. Henderson did not prepare workpapers or rely on other documents in preparing 
testimony. 



Response to CornEd’s First Set of 
Data Requests to NRDC 

Docket No. 07-0540 
Response of NRDC Witness Henry Henderson 

Request No. 1.03: With respect to the Direct Testimony of Mr. Henderson on page 4, lines 
71-74 stating that “[olther jurisdictions have had good program 
penetration and success with residential new construction programs that 
offer designers and builders design assistance and incentives for building 
homes that achieve energy savings above a certain threshold level,” please 
identify these “[olther jurisdictions” explain the basis for, and provide any 
supporting studies, analyses and data concerning, Mr. Henderson 
statement. 

Response: Two examples of “other jurisdictions” that have had good experience with residential 
new construction programs are Vermont and California. Vermont has a successful residential 
new construction program with a high benefit-cost ratio. The benefit cost ration of its 2007 - 
2008 residential new construction program is 5.55. See Efficiency Vermont Annual Plan 2007 - 
2008, prepared for the Vermont Public Service Board, June 1,2007 by the Vermont Efficiency 
Investment Corporation, p. 31. California is another jurisdiction that has achieved energy 
savings and extensive participation in its Residential New Construction program. See 
Evaluation, Measurement and Verification of the 2004 & 2005 California Statewide Energy Star 
New Homes Program, Prepared for the California Public Utilities Commission Energy Division 
by RLW Analytics (July 18,2007). California has a mild climate and very stringent residential 
building codes, unlike Illinois, so the TRC for the California programs is much lower than what 
would be expected for a similar program in IL. 



Response to CornEd‘s First Set of 
Data Requests to NRDC 

Docket No. 07-0540 
Response of NRDC Witness Henry Henderson 

Request No. 1.04 Please explain the basis for, and provide any supporting studies, analyses 
and data concerning, the statement on page 11, lines 242-44 of the Direct 
Testimony of Mr. Henderson that “the more money allocated to 
incentives, the more successful the program will be. In contrast, program 
administrative costs do not necessarily correlate with improved program 
performance.” 

Response: Energy efficiency program planners and managers have long recognized the 
relationship between incentive levels and participation. When program participation, or uptake 
of a desired end use, is lagging, a common strategy for increasing participation is increasing the 
incentive. In some market sectors, such as the small business sector, program participation is 
high (80 - 90%) if customers are not required to pay for the measure but drops to 50% if 
incentives are reduced and customers must pay part of the measure cost, even where the measure 
cost has a payback period of no more than one year. A graph that illustrates the relationship 
between incentives and participation for CFLs is attached based on a study performed by Nexant 
for NYSERDA. 

Energy efficiency program planners and managers have also recognized that higher 
administrative costs do not translate to increased program performance, and therefore strive to 
keep program administrative costs low. In California, a jurisdiction with a long history of 
successful energy efficiency programs, regulators carefully scrutinize and even cap program 
administration costs. For example, for programs administered by contractors, the California 
Public Utilities Commission capped administration costs at 5%, and decreed that the 5% will be 
paid only “when circumstances warrant greater than average support or scrutiny”. California 
Public Utilities Commission Decision 02-05-046, p. 36. 



Response to CornEd’s First Set of 
Data Requests to NRDC 

Docket No. 07-0540 
Response of NRDC Waness Henry Henderson 

Request No. 1.05: With respect to the recommendation “that the portfolio administrators 
support development of a statewide web site that contains information 
about energy efticiency measures, tools and resources, training, and a 
description of all energy efficiency programs that are available statewide” 
described in the Direct Testimony of Mr. Henderson, on page 4, lines 75- 
83, please provide all data and analyses related to and determining the 
cost-effectiveness of this web site. 

Response: The TRC cost-effectiveness calculation is not applied to marketing and outreach 
activities, such as web sites, on a stand-alone basis because savings are not directly attributable 
to the marketing and outreach activities. Instead, savings result for the TRC cost-effectiveness 
calculation when measures are installed. Thus, Mr. Henderson has not analyzed the cost- 
effectiveness of the proposed statewide web site. However, a single web site with common 
information and utility-specific information is likely to be less costly than three different sites 
with overlapping information. 



Response to Commonwealth Edison Company 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Lazare 

ICC Person Responsible: Peter Lazare 
Title: 
Business Address: Illinois Commerce Commission 

Rate Analyst, Financial Analysis Division 

527 East Capitol Avenue 
Springfield, IL 62701 

Request No. 1.02 

Please provide copies of all documents relied upon by any witness(@, including but not 
limited to workpapers, in preparing responsive testimony submitted on your behalf in 
Docket No. 07-0540 on December 14,2007. 

Response 

Mr Lazare relied on the Company filing as well as the internet information referenced in 
his testimony. 



Response to Commonwealth Edison Company 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Pearce 

ICC Person Responsible: Bonita Pearce 
Title: Accountant, Financial Analysis Division 
Business Address: Illinois Commerce Commission 

527 East Capitol Avenue 
Springfield, IL 62701 

Request No. 1.02 

Please provide copies of all documents relied upon by any witness(es), including but not 
limited to workpapers, in preparing responsive testimony submitted on your behalf in 
Docket No. 07-0540 on December 14,2007. 

Response 

Ms. Pearce relied on the petition and testimony filed by Commonwealth Edison 
Company in Docket No. 07-0540, as stated in her Direct Testimony, ICC Staff Exhibit 
2.0, filed on e-docket December 14, 2007. She has no workpapers. 



Response to Commonwealth Edison Company’s 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

Reauest No. 1.02: 

Please provide copies of all documents relied upon by any witness(es), including but not 
limited to workpapers, in preparing responsive testimony submitted on your behalf in 
Docket No. 07-0540 on December 14, 2007. 

Response 

With respect to Mr. Zuraski’s Direct Testimony: 

The table on page 22 was derived by taking 3% of the following values shown in 
ComEd Ex. 5.3: 

I (H) = [(C)’1000*(G)/100] 

Spend Screen 
Adjusted to Reflect 
Energy Efficiency 

Goals 

Some of the testimony concerning deemed savings was based on the file named “07- 
0540 Staff Resp to ComEd-Staff 01-02 Zuraski-Attachment 1 .xlsm,” attached. 

Some of the testimony concerning the deemed savings as a way of reducing the 
company’s risk is based on the filed named, “07-0540 Staff Resp to ComEd-Staff 01-02 
Zuraski-Attachment 2.xlsm,”attached. 

Some of the testimony concerning deemed savings was based on the CPUC, “Energy 
Efficiency Policy Manual,” Version 2, August 2003, pp. 18-19, a copy of which is 
attached as “07-0540 Staff Resp to ComEd-Staff 01-02 Zuraski-Attachment 3.pdf.” 

All other documents relied upon were provided by the Company or DCEO in their initial 
filings or in response to data requests. 



Response to Commonwealth Edison Company's 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

Request No. 1.03: 

With respect to the statement on Page 6, lines 159-60 of the Direct Testimony of Mr. 
Zuraski that "Mr. Fiepel does not appear do (sic) describe similar efforts to implement 
new appliance standards (which are also mentioned in Section 12-103(f)(2))," is Staff 
aware of any "new appliance standards"? If so, please identify such standards. 

Response 

As noted in Mr. Zuraski's testimony, he does not know how new a standard has to be to 
be considered "new." 

Notwithstanding this ambiguity in the term new, Mr. Zuraski is aware that the Federal 
Government has adopted appliance standards. 

For example, Mr. Zuraski notes the following information from the U.S. Department of 
Energy's Office of Enerclv Efficiency and Renewable Enerclv (EERE) website: 

Minimum standards of energy efficiency for many major appliances were 
established by the U.S. Congress in Part B of Title 111 of the Energy Policy and 
Conservation Act (EPCA), Public Law 94-163, as amended by the National 
Energy Conservation Policy Act, Public Law 95-619, by the National Appliance 
Energy Conservation Act, Public Law 100-12, by the National Appliance Energy 
Conservation Amendments of 1988, Public Law 100-357, and by the Energy 
Policy Act of 1992, Public Law 102-486, and by the Energy Policy of 2005, Public 
Law 109-58. (PDF 90 KB) Download Adobe Reader 

To access these laws establishing federal appliance and equipment standards 
and DOE'S authority to review, revise, and issue standards, see the United 
States Code, Title 42, Chapter 77, Subchapter Ill, Part A-Enerciv Conservation 
Proaram for Consumer Products Other Than Automobiles and Part A-I-Certain 
Industrial EauiDment. 

Regulations are issued by executive branch agencies to carry out federal laws, 
such as the standards laws, and are available in the Code of Federal 
Regulations. For the regulations pertaining to appliance and equipment 
standards, see Title I O .  ChaDter I I ,  Part 430-Enerqy Conservation Proaram for 



Response to Commonwealth Edison Company's 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

Consumer Products and Title 10, Chapter II, Part 431-Eneruv Efficiency 
Prosram for Certain Commercial and Industrial Eauipment. 

Proposed and recently adopted rules and regulations may be found in the 
Federal Register and on the relevant product pages on this site. 

http://www.eere.eneruv.uov/buildinflsiappliance standardsllaws reushtml 

The following site lists other information about the U.S. Department of Energy's 
Appliances and Commercial Equipment Standards Program : 
http://www.eere.enersy.qov/buildinqslappliance standards/ 

More specifically, the following is a citation to a "new" federal rule concerning 
Residential Furnaces and Boilers: 
See 65136 Federal Register I Vol. 72, No. 222 / Monday, November 19, 2007 / Rules 
and Regulations 
DEPARTMENT OF ENERGY 10 CFR Part 430 
[Docket Number: EE-RMISTD-01-3501 RIN 1904-AA78 Energy Conservation 
Program for Consumer Products: Energy Conservation Standards for Residential 
Furnaces and Boilers 
AGENCY: Department of Energy. ACTION: Final rule. 
SUMMARY: The Department of Energy (DOE) has determined that revised energy 
conservation standards for residential furnaces and boilers will result in significant 
conservation of energy, are technologically feasible, and are economically justified. On 
this basis, DOE is today amending the existing energy conservation standards for these 
products. 

DATES: The rule is effective January 18, 2008. The standards established in today's 
final rule have a compliance date of November 19, 201 5. 

http://www.eere.eneruv.uov/buildinflsiappliance
http://www.eere.enersy.qov/buildinqslappliance


Response to Commonwealth Edison Company's 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

The following is a citation to an older (but possibly still "new") federal rule concerning 
"Certain Consumer Products and Commercial and Industrial Equipment," including, 
among other things, the following "appliances": 

Ceiling fans and ceiling fan light kits manufactured on or after January 1, 2007. 
Dehumidifiers manufactured on or after October 1, 2007 

Federal Register / Vol. 70, No. 200 / Tuesday, October 18, 2005 / Rules and 
Regulations 60407 

DEPARTMENT OF ENERGY 
Office of Energy Efficiency and Renewable Energy 

10 CFR Parts 430 and 431 
RIN 1904-AB54 

Energy Conservation Standards for Certain Consumer Products and Commercial 
and Industrial Equipment 
AGENCY: Office of Energy Efficiency and Renewable Energy, Department of Energy. 
ACTION: Final rule; technical amendment. 
SUMMARY: The Department of Energy (DOE) is publishing this technical amendment 
to place in the Code of Federal Regulations the energy conservation standards, and 
related definitions, that Congress prescribed in the Energy Policy Act of 2005 for certain 
consumer products and commercial and industrial equipment. 

DATES: Effective Date: October 18, 2005 



Response to Commonwealth Edison Company's 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

Reauest No. 1.04: 

Please explain in more detail, and provide the basis for, including any supporting 
studies, analyses and data, the statement that "if projected savings are not annualized, 
then strictly meeting the savings goal in the year of implementation would lead to 
exceeding the goal in any full twelve-month period over the life of the measure" on 
page 15, lines 348-50 of the Direct Testimony of Mr. Zuraski. 

ResDonse 

First, as noted in the answer beginning on line 355 of the Direct Testimony of Mr. 
Zuraski, the proposal to annualize savings involves certain legal issues that were not 
addressed by Mr. Zuraski in his testimony. Request No. 1.04 indirectly raises some of 
those legal issues, and Staff objects to Request No. 1.04 to the extent it seeks a legal 
opinion. Subject to and without waiving this objection, Staff responds as follows: 

As an explanation, consider the following example. Assume the expected useful 
life of an efficiency measure is 12 months. If the measure is installed on June 1, 2008, 
then the savings accrue for the 12 month period, June 1, 2008 through May 31, 2009. If 
the same measure is installed on April 1, 2009, then the savings accrue for the 12- 
month period, April 1, 2009 through March 31, 201 0. Under the Company's proposed 
annualized savings accounting, each of these installations would contribute the same 
amount of energy toward meeting the savings goals for that year. However, without 
annualizing energy savings, the former installation would most likely contribute greater 
energy savings than the latter, since the latter's savings would only be permitted to 
contribute toward the goal from April 1, 2009 through May 31, 2009. Physically, energy 
savings would continue to accrue for another 10 months. Thus, if, without annualization 
and despite some measures being installed after June 1, the allowed savings still 
enabled the company to meet the goal for June 1, 2008 through May 31,2009, then the 
continued accrual of savings beyond May 31, 2009 could be viewed as exceeding the 
goal by providing additional savings that are not being counted. Although this example 
assumed a measure with a 12-month useful life, the same type of comparison of 
annualized to non-annualized savings would exist for measures with longer useful lives. 

The cited statement and the above explanation are based on the assumptions that: 



Response to Commonwealth Edison Company's 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

1) The company (or DCEO) would not be causing energy efficiency measures to be 
installed all on June 1, but rather throughout the implementation year (June 1 
through May 31). 

2) During the period June 1 through May 31, the energy savings generated from 
measures installed after June 1 would be less than those installed on June 1. 
This is not necessarily true of all measures. For example, a measure that only 
reduces the amount of energy used for winter heating should have the same 
effect during the period June 1, 2008 through May 31, 2009, if it is installed on 
June 1, 2008 or September 1, 2008 (but not if it is installed on March 1, 2009). 
However, it would be true of measures that are not weather-sensitive (such as 
lighting) or that are associated with summer cooling. 



Response to Commonwealth Edison Company's 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

Reauest No. 1.05: 

With respect to the Direct Testimony of Mr. Zuraski on page 15, lines 348-50, 
please identify any states where utilities do not annualize energy savings estimates in 
their reporting to regulatory agencies and provide any related documentation. 

ResDonse 

Staff objects to Data Request No. 1.05 on multiple grounds. First, the request is 
unduly vague. The instant proceeding, and the discussion of annualizing energy 
savings, concerns Illinois statutory requirements to achieve certain energy efficiency 
and demand response goals. The request fails to identify, describe or define the 
"reporting to regulatory agencies" in other states that is the subject of the request. 
Second, to the extent that the request refers to legal reporting requirements in other 
states, Staff objects to the extent it calls for a legal opinion. Third, Staff objects to Data 
Request No. 1.05 because it assumes that there are states that annualize energy 
savings, a fact not in evidence. Fourth, Staff objects to Data Request No. 1.05 to the 
extent it assumes or implies that Mr. Zuraski's Direct Testimony (at lines 348-50 or 
elsewhere) depends or relies on other states annualizing or not annualizing energy 
savings in whatever reporting to regulatory agencies occurs in those states. Neither the 
cited portion of Mr. Zuraski's testimony, nor anything else in his testimony, (i) asserts 
that other states do or do not annualize energy savings or (ii) relies, either explicitly or 
implicitly, upon other states' positions on annualizing. 

Subject to and without waiving the foregoing objections, Staff responds as 
follows: 

Mr. Zuraski has investigated and does not know whether other states have 
required utilities to achieve specific levels of energy efficiency and demand response 
savings, whether there are any related reporting requirements imposed on utilities in 
other states, or whether annualizing energy savings is permitted or prohibited in 
connection with any savings or reporting requirements imposed on utilities in other 
states. 



Response to Commonwealth Edison Company's 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

Reauest No. 1.06: 

With respect to the statement on page 17, lines 393-94 of Mr. Zuraski's Direct 
Testimony that "the alternative can be another relatively modest attempt at estimation," 
does Staff have any recommended alternatives to ComEd's proposal to annualize 
savings? If so, please explain. 

Response 

No. 



Response to Commonwealth Edison Company's 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

Reauest No. 1.07: 

With respect to the statement on page 33, lines 777-78 of the Direct Testimony of 
Mr. Zuraski regarding "various concerns . . . about potential inaccuracies in Tables 6, 7 
and 8" of the Direct Testimony of Val Jensen (ComEd Ex. 6.0), please identify those 
concerns that remain after ComEd's Response to Staffs Data Request No. ED 2.05. 

Response 

With respect to Table 7, Mr. Zuraski has not yet performed a thorough review of the 
methods used to derive the values. With respect to Table 8, as indicated in the 
testimony, Mr. Zuraski remains suspicious of the basis for the 0.8 NTG ratio. 



Response to Commonwealth Edison Company's 
First Set of Data Requests to Staff 

Docket No. 07-0540 
Response of Staff Witness Zuraski 

ICC Person Responsible: Richard Zuraski 
Title: 
Business Address: Illinois Commerce Commission 

Senior Economist, Energy Division-Policy Program 

527 East Capitol Avenue 
Springfield, IL 62701 

Request No. 1.08 

With respect to the statement on page 44, lines 914-15 of Mr. Zuraski's Direct 
Testimony that "getting the numbers right is more important than getting them right 
away," does Staff have any recommended alternatives to ComEd's proposed deemed 
measure savings and net-to-gross ratio values? If so, please explain. 

Response 

Mr. Zuraski is not proposing alternative methods or values in this docket. As explained 
in the testimony, Mr. Zuraski recommends against deeming in this, or any other, 
planning docket. 
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Energy Efficiency Policy Manual 

Introduction 

This document contains the California Public Utilities Commission’s (Commission) 
policy rules in the development and evaluation of energy efficiency programs in 
California. The policy d e s  in this document guide applicants proposing energy 
efficiency programs to the Commission in designing program proposals, applying for 
funding, and implementing their programs. 

This document, referred to as the Policy Manual (manual), shall apply to all programs 
commencing subsequent to the date of the adoption of this document by the 
Commission. This manual applies to energy efficiency programs funded through the 
following mechanisms: 

The electric public goods charge (PGC), as authorized by Public Utilities (PU) Code 
Sections 381 and 3991 
The gas PGC, as authorized by PU Code Sections 890-900. 

The rules in this manual do not currently apply to: 

Low-income energy efficiency programs funded by the electric or gas PGC 
California Alternative Rates for Energy (CARE) for low-income customers funded 
out of electric or gas PGC* 
Interruptible rate or load management programs3 
Self-generation and demand-responsiveness programs developed in response to 
AB970 (PU Code Section 399.15@))? 

c i  

This manual contains the most recent adopted Commission policy mles relating to 
energy efficiency as of this writing and is the revised version of the manual adopted in 
Decision (D.) 01-11-066. This manual replaces the ”Adopted Policy Rules for Energy 
Efficiency Activities” adopted in Commission Resolution E-3592 and modified in 
subsequent decisions including D.00-07-017 and D.O1-01-060. Those policy rules, 
initially recommended by the California Board for Energy Efficiency and adopted in 
Commission Resolution E-3592, are no longer in effect and are superceded by this 
manual and its subsequent editions. 

1 Consistent with the provisions of AB117 (Chapter 838, Chaptered September 24, ZOOZ), Section 381.1 
was added to Public Utilities Code permitting community choice aggregators ( C a s )  to apply to 
administer cost-effective energy efficiency and conservation programs. The Commission adopted certain 
procedures in k i s ion  (D.) 03-07-03 (dated July 10,2w3) to implement portions of AB 117 affecting the 
allocation of energy efficiency program funds. 
2 A separate low-income rulemaking was initiated on August 23,2001 (R.M-08027). 
3 Interruptible and load management programs are primarily being addressed in Rulemaking 

4 These programs were adopted in D.01-03473, in R.9807037. 
(R.) 00-104302. 

August 2003 4 CPUC 



Energy Efficiency Policy Manual 

In addition, Appendix A details other materials and supporting documents that are 
incorporated into this policy manual by reference, and may include additional 
information on the application of these rules. Appendix B contains common terms on 
energy efficiency; Appendix C provides definitions in alphabetical order. 

Finally, the rules contained in this manual do not apply to pre-1998 program 
commitments by the Investor-Owned Utilities (IOUs), which are to be funded using 
pre-1998 carryover funds, or to any shareholder incentives associated with those 
commitments, both of which remain subject to the demandside management (DSM) 
policy rules that were in place at the time those commitments were made.5 

This document is organized into the following sections: 
2 .  Policy Objectives 
2. Program Design Requirements and Eligibility Guidelines 
3. Funding for Community Choice Aggregators (CCAs) 
4. Cost-Effectiveness 
5. Budgets and Compensation 
6. Evaluation, Measurement, and Verification Requirements 
7. Process and Procedural Issues 

The Commission, or the Energy Efficiency Assigned Comssioner, Assigned 
Administrative Law Judge (ALJ), or the Energy Division may update this manual, in 
whole or in part, at any time. In addition, we may update or modify any supporting 
documents incorporated into these rules by reference, separately or alongside 
modificabons made to this document. 

< ’  

i 



Chapter 1 Energy Efficiency Policy Manual 

1. Policy Objectives 
The Commission will select programs that are cost effective, achieve maximum energy 
and peak demand savings, provide access to energy efficiency alternatives to 
underserved or hard-to-reach, have the ability to overcome market barriers and take 
advantage of coordination with existing programs. When evaluating program 
proposals, the Commission will determine how well each utility or noxvutility program 
proposal meets these objectives. These objectives are considered primary criteria in 
ranking proposals. The Commission will use the point values listed below for each 
criterion. 

Primary Criteria For: PGC “Hardware” and Incentive Programs 

(1) Cost-Effectiveness (30 points for program net benefits, 
10 points for benefit-cost ratio) 40 Points 

All proposals for energy efficiency programs will be required to provide an estimate of 
life-cycle benefits and cost from various points of view, using the assumptions detailed 
in Chapter 4. The Commission will use this information to compare and rank program 
proposals designed for similar uses, markets, or customer segments. 

(2) Long-term Annual Energy Savings 

An important goal of any Commission energy efficiency program is to create permanent 
and verifiable energy savings over the life cycle of the relevant energy efficiency. 
Programs are not required to create immediate short-term energy savings, so long as 
there is a clear, logical, and verifiable link between program activities and eventual 
energy savings. In other words, the Commission will strive for sustainability in the 
consumption behaviors and investment choices its programs are designed to stimulate. 
In general, long-term energy savings are those that continue over at least a three-year 
period. 

(3) Electric Peak Demand Savings 

Programs paid for by electric (PGC funds should emphasize long-term and permanent 
peak demand savings. Such programs may include, for example, installation of 
permanent measures to reduce peak demand, such as variablespeed drives on motors, 
but should not include programs that create peak demand savings only through 
temporary behavioral change, such as air conditioner cycling or programs that 
encourage consumers to turn off lighting or air conditioning. 

(4) Equity 10 Points 

20 Points 
i i  

15 Points 
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The Commission will generally prioritize programs that provide access to energy 

customers contribute equally to the funds collected to support program activities, in the 
past, they have had access to fewer program alternatives than other customers. The 
Glossary (Appendix C to this manual) provides a more detailed definition of 
underserved and hard-to-reach markets, either from the point of view of customer class 
(e.g., multifamily building residents, small businesses) or geography (e.g., rural 
customers). 

(5) Ability to Overcome Market Barriers 

) efficiency alternatives for underserved or hard-to-reach markets. Although those 

5 Points 

Any program proposed for Commission approval should include a description of the 
type of barrier it is designed to address or overcome. The following examples of 
barriers are listed in order of importance; programs may also address other barriers not 
listed below: 

Higher start-up expense for high-efficiency measures relative to standard-efficiency 
measures 
Lack of consumer information about energy efficiency benefits 
Lack of financing for energy efficiency improvements 
Split incentives (between owners/landlords and tenants) 
Lack of a viable and competitive set of providers of energy efficiency services in the 
market 
Barriers to the entry of new energy efficiency service providers 
Lack of availability of high-efficiency products 4 :  

(6) Innovation 5 Points 

The Commission will prioritize programs that present new ideas, new delivery 
mechanisms, new providers or energy efficiency services, or new and emerging 
technologies to address new program areas, to overcome existing shortcomings, or to 
improve the effectiveness of existing programs. 

(7) Coordination With Programs Run by Other Entities 

To minimize confusion and overlap for consumers, the Commission desires program 
proposals that take advantage of coordination with other existing programs, including 
those run by other state agencies, private entities, municipal utilities, or the federal 
government. 

5 Points 

Primary Criteria For: Information-Only and Statewide Marketing and 
Outreach Programs 

i 
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The Commission will support information-only programs that provide customers with 
general information on energy efficiency and conservation opportunities. Some 
information programs may provide training and educate industry participants; others 
may promote efficient motors or improving industrial processes. Some of the industry 
participants include lodging, convenience stores, contractors/subcontractors, schools, 
manufacturers, builders or mspectors. 

For statewide marketing and outreach, the Commission will select programs that 
convey consistent statewide messages to individual consumers through mass-market 
advertising campaign. The statewide messages should (1) be on simple things 
individual consumers can do to reduce their bills and risk of rolling blackouts and /or 
to increase consumer awareness and participation in energy efficiency programs 
available to them throughout the state; (2) focus on energy efficiency rather than 
conservation; and (3) persuade consumers to make permanent changes to their homes 
and businesses so that energy savings are not dependent on temporary or impermanent 
behavioral change. 

Information-only and statewide marketing and outreach programs will be evaluated 
using criteria most relevant to these programs; thus, cost-effectiveness or demonstration 
fhat programs will reduce peak demand will not be required. These programs will be 
evaluated using the following criteria: 

Energy Efficiency Policy Manual 
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\ 

(1) Ability to Overcome Market Barriers 

(3) Innovation 
(4) Coordination with other Program lmplementers 

(2) Equity (. - 25 Points 
25 Points 
25 Points 
25 Points 

In addition, the Commission will consider the following secondary criteria and use the 
point values for each criterion. 

Secondary Criteria For: PGC "Hardwarellncentive and Information- 
OnlylStatewide Marketing and Outreach Programs 

(1) Quality and viability of program design 
(2) Distribution and reasonableness of budget 
(3) Program objectives and tasks clearly identified 
(4) Experience with successful delivery of similar programs 
(5) Alleviates transmission constraints in an area identified by 

30 Points 
20 Points 
20 Points 
20 Points 

10 Points California Independent System Operator 

Although not a selection criteria, in order to execute the contract, parties who 
implement energy efficiency programs must demonstrate that they will comply with all 
local, state, and federal laws, and that they have or will obtain all necessary licenses. 
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Commission staff will review proposals and recommend the design of the porfolio as 
follows: (1) Staff will evaluate each qualdying proposal using the primary and 
secondary criteria as set forth above; (2) The proposals will be ranked in order of their 
scores on the primary criteria to create a short list of highest ranking proposals; (3) The 
proposals in this short list will then be ranked based on their combined primary and 
secondary criteria scores; and (4) Finally, a portfolio of programs will be assembled 
from this smaller pool of proposals. Staff will go through the ranked list of proposals 
from top to bottom and will consider each proposal's fit into the portfolio. The portfolio 
must adhere to available funding by utility territory and have a total resource cost 
(TRC) ratio greater than one. Staff will compile a portfolio of programs that balances 
the following goals: 

Maximized energy savings 
Strong cost-effectiveness 
Equitable geographic distribution 
Diversity of target markets 
Equity by rate class 
Equity between gas and electric program offerings and energy savings 
Diversity of program offerings 
Multiple languages offered to program participants 

Staff will provide its recommended portfolio of programs to the Commission. The 
Commission will make the final determination on the programs that will qualiy for 
funding. 

4 
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2. Program Design Requirements and Eligibility 
Guidelines 

gi 

Energy efficiency activities encompassed by this document are those that require 
permanent replacement of energy-using equipment with more efficient models. Only 
those activities that fall within this definition or support the ultimate goal (such as 
related information or education activities), will be considered for PGC funding. 

Types of Activities Ineligible for PGC Funding 

Cogeneration programs or projects 
Load-shifting programs that rely only on temporary or impermanent behavioral 
change (programs that install permanent equipment to manage load, such as energy 
management systems, are eligible) 
Distributed or self-generation 
Technology research and development 
Fuel switching 

The above programs are excluded from funding to ensure maximum funding 
availability for energy efficiency programs, since other funding sources exist for the 

(>. listed activities. 

Types of Programs Eligible for PGC Funding6 

1. Statewide Programs 
2. Local Programs 
3. Statewide Marketing and Outreach 
4. Market Assessment and Evaluation Activities 

For each program cycle, the Commission may adopt different mix of programs 
depending on the types of programs proposed, how programs meet adopted criteria, 
and the potential for energy savings in relevant markets. 

To assure the state receives the benefit of the best and most cost-effective package of 
energy efficiency programs, any party may propose any type of energy efficiency 
program for funding. Additionally, all programs selected for PGC funding will be 
considered on a program-by-program basis. Thus, if an applicant proposes more than 
one program as part of a portfolio, each program will be chosen individually on a case- 

i 
b Detailed progam descriptions are contained in D.O1-11466 and D.0348067. 
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by-case basis. It is because each program generally has a unique combination of 
objectives, target market or market segment, marketing approach, energy efficiency 
measures included, strategy for addressing a market failure, and plan for evaluation 
and savings measurement and verification. 

Required Program Elements 

All programs considered for selection by the Commission will be required to include 
the following general elements: 

0 

0 

0 

0 

(- 
I '  

. 
0 

0 

A defined market segment the proposed program serves (from the market segments 
listed in Appendix B) 
Program concept and rationale that includes objectives and a summary of the 
barrier@) the program is designed to address 
A delivery strategy (list and choose from among the strategies listed in Appendix B) 
A description of the program process including implementation plan, eligible 
program participants, processes for equipment purchase and installation 
A defined set of energy efficiency measures or technologies included in the program 
and associated per-unit energy savings data and cost effectiveness inputs (if 
applicable). 
A marketing and outreach plan 
A program budget (using the workbook template provided by Energy Division) 
Cost-effectiveness calculations (using the workbook template provided by Energy 
Division) 
A set of indicators or benchmarks to be used to determine to what extent the 
program has been successful 
An evaluation and/or measurement and verification plan and recommended 
independent evaluation consultants 
A description of program implementers qualifications 
A work plan that includes proposed program staffing and timeline 

Double-dipping 

Finally, programs should be designed to eliminate potential double dipping by 
program participants into more than one ratepayer- or taxpayer-funded public purpose 
program. The risk of abuse can be minimized through careful participant tracking and 
coordination among programs. Customers accepting financial incentives through any 
program approved by the Commission should be required to acknowledge the source 
of funds by signing an affidavit or other paperwork declaring that they have received 
no funds for the same activity from another program or source. 
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Q . i  3. Funding for Community Choice Aggregators 
(CCAs)' 

Guidelines for Funding Application 

Any party that has been established by local authorities as a CCA pursuant to California 
Public Code Section 331.1 may apply for energy efficiency funding subject to the 
guidelines, criteria, schedules and EM&V that apply to third parties, as set forth in this 
Policy Manual and Commission rulings and orders. The CCA need not have 
Commission authority to aggregate electrical load or purchase energy on behalf of its 
customers in order to apply for energy efficiency program funding pursuant to Section 
381.1. 

In determining whether to approve an application to become an administrator, the 
Commission will consider the value of program continuity and planning certainty and 
the value of allowing competitive opportunities for potentially new administrators. The 
Commission will weigh the benefits of each party's proposed program to ensure that 
the program meets the following objectives: 

(1) Is consistent with the goals of the existing programs established pursuant to 

(2) Advances the public interest in maximizing cost-effective electricity savings and 

(3) Accommodates the need for broader statewide or regional programs. 

t '  Section 381. 

related benefits. 

The Commission may adjust the share of energy efficiency program activities directed 
to a CCA's territory to promote equity and cost-effectiveness. The Commission will 
maintain energy efficiency programs targeted to specific locations where needed to 
avoid or defer transmission or distribution system upgrades irrespective of whether the 
loads in that location are served by the CCA or an electrical corporation. The 
Commission may require program administrators to share information on program 
impacts with the CCA and to accommodate any unique community program needs by 
shifting emphasis of approved programs, provided that the shift in emphasis does not 
impact the effectiveness of overall statewide or regional programs. 

For purposes of AB 117, CCAs may apply for energy efficiency program funding 
consistent with the timing of Commission authorized solicitations for energy efficiency 
proposals. 

i 

' Commission D.03-07a34 adopted modifications to the energy efficiency manual to include provisions 
fmCCAs. 
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(" : 
CCA Applications for Program Funding Extensions and Renewals 

A CCA with program funding may apply to extend programs by submitting program 
implementation plan revisions to the Commission. The revised program 
implementation plans may propose existing or new programs. The program 
implementation plan revisions should consider evaluation, measurement and 
verification (EM&V) results from the previous term, if available or if required by the 
Commission. If the EM&V results are not final, CCAs should submit initial results. 

The Commission may accept all, part, or none of the CCA's proposed programs. The 
Commission may condition additional funds on program changes. The CCA should be 
prepared to provide additional information on proposed changes. 

Allocating the Proportional Share of Program Activities 

In cases where a CCA is established but does not administer energy efficiency programs 
pursuant to Section 381, the jurisdictional utility shall propose how to allocate the 
proportional share of funding to that CCA's territory. The utility serving the CCA's 
territory shall submit its estimate of the proportional share for review of the estimate's 
accuracy and reasonableness. That estimate should be made available to the CCA upon 
request and to entities considering whether to create a CCA. 

Consistent with Section 381.1, the Commission may adjust the proportional share 
allocated to a CCA's territory as follows: 

( 1  

(a) To the extent that energy efficiency and conservation programs are targeted to 
specific locations to avoid or deter transmission or distribution system upgrades, 
the targeted expenditures shall continue and 

@) To accommodate any unique community program needs by placing more, or less, 
emphasis on particular approved programs to the extent that these special shifts in 
emphasis in no way diminish the effectiveness of broader statewide or regional 
programs. 

activities. 
(c) To ensure an equitable and cost-effective allocation of energy efficiency program 

Non-CCA Administrator Roles and Obligations 

Any party may propose programs for all or part of a CCA's territory whether or not the 
CCA proposes energy efficiency programs for its customers. 

i 
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Non-CCA administrators must coordinate with each other and the CCA to ensure that, 
to provide advance information where appropriate about the likely impacts of energy 
efficiency programs and to assure that CCAs are aware of existing programs for 
purposes of planning and avoiding duplication of program efforts. 

Non-CCA administrators must provide implementation plans and impact forecasts to 
any party requesting those documents. 

Energy Efficiency Policy Manual 

Utility Data 

Utilities are responsible to develop information that will assist cities, counties and CCAs 
in resource planning and determining whether to apply for Section 381 funding. Each 
utility shall provide an estimate of the proportional share as described herein for a 
CCA's territory or proposed temtory. It shall provide all types of information required 
by the Commission in its most recent order addressing CCA information and shall 
work with CCAs, cities and counties to develop data resources and information that is 
relevant to CCA resource planning and program implementation 
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4. Cost-Effectiveness 
Though not every program selected will necessarily be cost-effective given the variety 
of policy objectives being pursued, the Commission will select a cost-effective portfolio 
of programs. 

Measuring the cost-effectiveness of energy efficiency programs serves several purposes: 

To assist in determining whether a program is warranted (prospectively or on a 
continuing basis); 
To assist in determining prospectively what program activities are appropriate; 
To assist in understanding motivations for program participation by customers and 
service providers to customers; 
To assist in determining funding allocations for various programs; 
To assist in modifying programs during operation to increase their effectiveness; 
To assist in assessing retroactively to what extent programs have been successful in 
achieving the Commission’s policy objectives. 

Methodology 

Cost-effectiveness is an important measure of value and performance. In order to 
ensure a level playing field for multiple programs, the Commission will continue to use 
the standard cost-effectiveness methodologies articulated in the California Standard 
Practices Manual (SPM): Economic Analysis of Demand-Side Management Programs. 
See Appendix A of this manual for information on how to obtain a copy of the SPM. 

Two cost-effectiveness tests identified in the SPM are particularly important to the 
Commission in evaluating energy efficiency programs on an ongoing basis. The first is 
the Total Resource Cost (TRC) test -Societal Version. This test, as defined in the SPM, 
is intended to measure the overall cost-effectiveness of energy efficiency programs from 
a societal perspective, taking into account benefits and costs from more than just an 
individual perspective. The Commission will primarily rely upon the results of this test 
in assessing program cost-effectiveness. 

The Tl7C should be calculated by treating programs as multi-year (rather than single- 
year) activities so that programs explicitly designed as integrated, multi-year strategies, 
which may have modest benefits (and/or high start-up costs) in early program years, 
could be evaluated considering the expected larger benefits (and/or lower costs) in later 
program years. 
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The Commission will not rely on the TRC exclusively in making funding allocation 
decisions among programs, but instead will use cost-effectiveness as one criterion 
among many (as summarized in Chapter 1 above). 

Energy Efficiency Poky Manual 

In addition to the TRC test, the Commission will rely on the Participant Test (also 
identified in the SPM) to evaluate programs that are aimed at inducing individual 
customers to make energy efficiency decisions. The Participant Test measures the cost- 
effectiveness of a program from the perspective of energy consumers participating in 
the program. Proposals for programs designed to provide financial incentives directly 
to customers should include the results of the Participant Test as well as the TRC. 

In addition to the SPM, parties proposing programs should refer to the workbook 
template provided by the Energy Division. 

Established Cost-Effectiveness Inputs 

Certain inputs to the cost-effectiveness tests identified in the SPM have already been 
established by the Commission. Parties should use these inputs presenting their cost- 
effectiveness analysis to the Commission in their program proposals. These established 
inputs, along with their sources, are given below. All of the values given below 
represent the best-available data at the time of adoption of this manual. The 
Commission will update these assumptions periodically. 

Effective Useful Lives of Energy Efficiency Measures 
Standard values for effective useful lives ( E n s )  or measures are the standard 
assumptions used to determine the lifecycle savings associated with certain common 
energy efficiency measures. The ELJL. is generally an estimate of the median number of 
years that the measures installed under a given program are still in place and operable.8 
If a program proposal involves any of the measures listed below, the standard 
assumption should be used. If a proposed program involves a measure not listed 
below, the applicant should propose an appropriate assumption for the EUL, citing any 
relevant studies or other data sources. In order to minimize uncertainty, EULs will be 
limited to a maximum of 20 years, even if particular devices may be expected to survive 
longer. 

Source: Pmceduresfor the Verificution ofcosts, Benefits, and Shareholder Earningsfrom Demand Side 
Management (DSM) Pmgrms (Me€ Protocols). See also p. 26 of September 25,2000 CALMAC report 
prepared pursuant to Ordering Paragraph 9 of D.Wa7-017. 
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Measure 
FSC Evaporator Motor - Walk- 
in/Display 
Refiigeration Case Doors - 
Glass/Acrylic 
Refrigerator Case with Doors 
Refrigerator Condensate 

Lifetime 
16 

12 

16 
8 

Eva;&ator - Elec/Non El; I ~~ 

Stri Curtains for Walk-Ins 
Ballast: Electronic, for dis la case 
Defrost 
FHP & EFF Conditioner 
High-efficiency Liquid Suction 

16 
16 
16 . -  

Heat Exchangers 
Night Shields on Refrinerator and I 16 

Audits 

I - 
Freezer Cases 
Refrigerator: Evaporative Fan I 5 

3 
Controller 1 
Supermarket Systems 14 

I 

Water Heater Controls 15 
I 

Domestic Hot Water Boiler 20 
Miscellaneous 

Local Government Initiatives 

Extrusion Equipment 

Process Overhaul 

15 

Net-toGross Ratios 
Net-to-gross ratios (NTGRs) are used to estimate free-ridership occurring in energy 
efficiency programs. Free riders are program participants who would have undertaken 
an activity, whether or not there was an energy efficiency program promoting that 
activity. An NTGR is a factor that represents the net program load impact divided by 
the gross program load impact. This factor is applied to gross program savings to 
determine the program’s net impact.9 This factor is important in determining actual 
energy savings attributable to a particular program, as distinct from energy efficiency 
occurring naturally (in the absence of a program). 

Applicants should refer to the SPM to determine the appropriate manner in which to 
use NTGRs in submitting program cost-effectiveness information. 

Program proposals should use the applicable NTGRs listed below. If a program is not 
listed below, or if a proposed program design deviates substantially from past design of 
related programs, program proposals may utilize a default NTGR of 0.8 until such time 

9 Source p. 26 of September 25,ZoOO CALMAC report, referencing D.Oo7417 ordering paragraph 9 
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as a new, more appropriate, value is determined in the course of program evaluation. 
All existing programs not listed below shall also use a default value of 0.8. 

Table 4.2. Net-to-Gross Ratios 
I Program Area/Program I Net-to-Gross I 

Energy Efficiency Policy Manual 

i 

U . / L  

Refrigerator Recycling/ Freezer Rrcycling 0.53/0Pu 
Residential Contractor Program 0.89 
Emerging Technologies 0.83 
AD other residential programs -. .. t 0.80 

Nonresidential 
1.00 Advanced water heating systems 

Agricultural and Dairy Incentives 0.75 
Coin Laundry and Dry Cleaner Education 0.70 
Commercial and agricultural information, tools, or design 0.83 - 
assistance services 

Lodging Education 0.70 
Express Efficiency (rebates) 0.96 
Energy Management Services, including audits (for small 0.83 

Comprehensive Space Conditioning 1.00 

Discount Rate 
In evaluating all energy efficiency program proposals, the Commission shall use a pre- 
established discount rate of 8.15%. This standard assumption, used as the default in 

~~ 

10 D.03-04-055, Attachment 2, page 7 (Program Descriptions) 
11 “Improving the Standard Performance Contracting Program: An Examination of the Historical 
Evidence and Directions for the Future,‘‘ XENERGY, Nov. 29,2001, page E-6, footnote 2. 
l2 “An Evaluation of the Savings By Design Program,” RLW Analytics, March 31,2003, page 3, Table 2 
and page 5. 
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recent years, may be updated in the future. The discount rate is used simply to 
translate potential benefits in future years into current year terms. 

Energy Efficiency Policy Manual 

c 
Avoided Costs 
In order to estimate the value of the energy efficiency occurring as a result of program 
activities, parties will need to be able to estimate the ”avoided cost” of the provision of 
that supply of energy. Avoided costs represent the value of the electricity or natural gas 
that, in the absence of a program, would need to be procured and delivered to an 
individual consumer. When an energy efficiency programs creates a reduction in 
demand for electricity or natural gas, costs are avoided from the perspective of the 
consumer, the utility, and society. 

The Commission will continue to use six sets of avoided cost streams for the generation 
of electricity and the procurement of natural gas. These values should be used in the 
TRC-Societal Version Test, to apply to all program proposals on a statewide basis: 

Electric 
Avoided generation costs 
Avoided transmission and distribution costs 
Environmental externalities 

Commodity procurement costs 
Transmission and distribution costs 
Environmental externalities 

The Commission will use retail rates for the avoided cost streams used in the 
Participant Test, as prescribed by the SPM. These retail rates are specific to both the 
IOU territory and the program participant rate class in which anenergy efficiency 
program is operating. 

Not all of the above-avoided cost streams are necessary for all cost-effectiveness tests 
described in the Standard Practices Manual. Refer to that manual for more details on 
how to use the avoided cost streams. 

Table 4.3 gives the Commission’s generation of electricity and procurement of natural 
gas avoided cost assumptions. Sources of each stream of values are given below the 
table. These estimates will be updated as necessary. Any new avoided casts will be 
utilized on a prospective basis for future program planning, and not applied 
retroactively to evaluate existing programs that were developed based on an earlier set 
of avoided cost assumptions. 
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Program Years 
2004-2010 
2011-2020 
2021-2023 

Data Sources 
Electric 
1. Avoided Costs of Generation. These values are based on an August 2000 California 

Energy Commission forecast of market clearing prices using the MULTISYM model. 
Values for certain years were updated based on direction given in an October 25, 
2000 ALJ Ruling on PY2001 planning in A.99-09-049, subsequently adopted by the 
Commission in D.01-01-060. Modifications to the CEC forecast were as follows: 

Basis 
CEC market clearing price forecast, plus 20% 
CEC market clearing price forecast 
CEC market clearing price escalated by growth rate over 

In addition, the values reflected in Table 4.3 incorporate an "on-peak multiplier, as 
ordered in the ALJ ruling of October 25,2000 to account for the system value of 
reduced load on reducing market clearing prices, pursuant to AB970, Section 7, 
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Table B, Paragraph 8, and the September 14,2000 and October 25,2000 ALJ rulings 
in A.99-09-049. The on-peak multipliers are described in Table 4.5. 

Table 4.5. On-Peak Multipliers 

2004-2005 
2006-2021 

2. Electric Transmission and Distribution Avoided Costs. The T&D avoided cost 
value-stream is calculated based upon a statewide average of weighted forecasts of 
avoided T&D costs across utility service territories. This forecast was based upon 
1996 sales for each utility, and converted from $/kW to $/MWh by assuming a 0.6 
load factor. These values were adopted by the Commission in Resolution E-3592. 

3. Electric Environmental Externalities. These values were adopted by the 
Commission in Resolution E-3592. 

4. Gas Avoided Commodity Costs. Gas procurement costs are based on the CEC's 
August 2000 base case price forecast for electric generation. 

5. Gas Transmission and Distribution Avoided Costs. These values represent a 
weighted average of gas T&D costs in PG&E, SDG&E, and SoCalGas territories, as 
represented by each utility in their PY2000 annual reports. 

6. Gas Environmental Externalities. These values were recommended by the CBEE 
C '  

and adopted by the Commission in Resolution E-3592. 

All values (2-6) have been escalated by their average growth rate over the previous five 
years for the years 2022-2023. 

Table 4.6 gives the Commission's avoided cost assumptions used in the Participant Test. 
These avoided costs are based on current IOU retail electricity and natural gas rates, 
and will be escalated in Participant Test calculations based on the CEC's GDP deflator 
series. 

Table 4.6 Avoided Cost Assumptions by Service Territory 
I Electricity ($/kWh) I Natural Gas ($/therm) 1 PG&E I SCE I SDG&E I SoCalGas PG&E 1 SDG&E 

*Large commercial gas rates are based on a $0.50/therm commodity cost. 
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Flexible Cost-Effectiveness inputs 
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c- 
The Commission uses CEC's Database for Energy Efficient Resources (DEER)13 for two 
crucial sets of inputs to the standard cost-effectiveness tests. These are: 

Incremental Measure Costs 
Per-Unit Energy Savings Estimates 

This database is updated periodically and available over the Internet, (at 
http://www.energy .ca.gov/ forecasting/DEERhtml), but may not offer appropriate 
values for all circumstances. If information for cost-effectiveness test inputs is not 
available through this database, parties proposing programs must develop and include 
the necessary information using alternate sources. If the source of incremental measure 
cost or per-unit energy savings assumptions is not the DEER, documentation 
supporting the inclusion of the new information must be provided. 

'3 The California Public Utilities Commission provides funding for the CEC Database for Energy Efficient 
Resources. [ 

August 2003 23 CPUC 

http://www.energy
http://ca.gov


Chapter 5 Energy Efficiency Policy Manual 

cj 5. Budgets and Compensation 

Budgets 

The table below shows the amount of ratepayer funds collected annually in each IOU 
service territory to fund energy efficiency program activities. By statute24 funds must 
be spent in the service territory from which the funds were collected. Thus, for 
example, funds collected from PG&E customers may not be spent in SDG&E territory. 

Proposals to implement programs on a statewide basis (or in more than one large IOU 
service territory), should estimate the amount of funding required from each utility 
using a proportional budget allocation. 

Any program proposal submitted for Commission consideration should include an 
itemized budget. See the latest Instructions (accessible at the website mentioned in 
Appendix A) for the required budget elements and format provided by the 
Commission’s Energy Division. 

Audit 

The Commission retains the right to audit any and all expenditures for which the 
funding source is either the electric PGC or the gas FGC. The Commission and/or its 
agents may audit IOU expenditures, as well as any contracts or subcontracts utilizing 
this funding. 

14 Public Utilities (PU) Code Sections 381 and 399 authorize the electric PGC. Section 399.8 requires 
adjustment to this funding in future years, based on the growth of electric sales and the national Gross 
Domestic Product (GDP) deflator. Resolutions E-3792 and E-3807 provide utilities directions for the 
collection and tracking of electric PGC funds. PU Code Sections 890-900 authorize the gas PGC and 
collection associated with this charge is guided by these codes. 

I 
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Compensation 

With the exception of the IOUs, program implementers will be operating under a 
signed contract with standardized terms and conditions (Appendix A provides a link to 
the current version of the Agreement for Non-Utility Energy Efficiency Implementers). 
The contract administrator shall review required reports and any accompanying 
invoices that are required by the terms of the contract. After completion of its review, 
the contract administrator shall make payment of the undisputed amount, less certain 
costs identified in the contract terms, within a specified time period. The amount 
withheld will be available for the implementer’s final payment. 

The Commission reserves the right to make proportionate reductions in implementer’s 
final payment in the event the final report and/or EM&V report show that the 
implementer did not meet program goals. In general, the contract agreement details the 
cost reporting requirements, review process and other supporting documentation 
requirements for payments to be received by implementers. 
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6. Evaluation, Measurement & Verification 
Requirements 

Overall Requirements 

All programs approved by the Commission for implementation must include 
evaluation and/or measurement and verification components. Informatiomonly 
programs require an evaluation plan, but will not require the measurement and 
verification (M&V) components. Program implementers are required to have an 
independent EM&V consultant develop the evaluation plan for their program and 
conduct the program evaluation itself. All Commission funded programs must develop 
a plan for accomplishing some or all of the following EM&V objectives of the 
Commission: 

e 

0 

e 

e 

(- ! e 

Measuring level of energy and peak demand savings achieved (except-information- 

Measuring cost-effectiveness (except information-only) 
Providing up-front market assessments and baseline analysis, especially for new 
programs 
Providing ongoing feedback, and corrective and constructive guidance regarding 
the implementation of programs 
Measuring indicators of the effectiveness of specific programs, including testing of 
the assumptions that underlie the program theory and approach 
Assessing the overall levels of performance and success of programs 
Informing decisions regarding compensation and final payments 
Helping to assess whether there is a continuing need for the program. 

only) 

Not all of the objectives above may be applicable to a11 programs. Implementers or their 
EM&V consultants are free to propose an EM&V approach that is logical for their 
program, but any plan in which one or more of the above objectives is omitted should 
contain a strong supporting argument for the omission. 

The Commission Energy Division will also work with an overall team of evaluators and 
M&V consultants to assist program implementers with planning and executing the finer 
points of their EM&V plans once programs are approved. For the M&V portion of the 
plan, implementers should adhere to the guidelines in the International Performance 
Measurement and Verification Protocol (IPMVP), available on the Internet at 
http:/ /www.ipmvp.org/. 

6 
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All EM&V plans, in addition to discussing and meeting the objectives above, should 
also include the components discussed below in detail. These components are not 
required to be delineated completely at the initial program proposal stage, but will be 
required to be included in the final approved EM&V plan. 

Table 6.1. Components of an EM&V plan 
Baseline Information 

Energy Efficiency Policy Manual 
, -- 

Determine whether or not baseline data exist upon whch to base energy savings 
measurement. Existing baseline studies can be found on the California 
Measurement Advisory Committee website (htv,/ /www.calmac.org/) and/ or the 
California Energy Commission website (http://www.energy ca.gov/). Detailed 
sources of baseline dab shnnld be citpd 

If baseline data do not exist, the implementer will need to conduct a baseline study 
(gather baseline energy and operating data) on the operation(s) to be affected by the 
energy efficiency measures proposed. 
If the baseline data do not exist and the implementer can show that a baseline study 
is too difficult, expensive or otherwise impossible to carry out prior to program 
implementation, the contractor should then provide evidence that baseline data can 
be produced or acquired during the program implementation. This process should 
then be detailed in the EM&V plan. 

Energy Efficiency Measure Information 
Full description of energy efficiency measures included in the program, including 
assumptions about important variables and unknowns, especially those affecting 

~~ 

Full d d p t i o n  of the intended results of the measures. 
~~ 

Measurement and Verification AEproarh .___.. 

Reference to appropriate IPMW option. 
Description of any deviation from IPMW approach. 
Schedule for acquiring project-specific data. 

Evaluation Approach 
A list of questions to be answered through the program evaluation. 
A list of evaluation tasks/activities to be undertaken during the course of program 
implementation. 
A description of how evaluation will be used to meet all of the Commission 
objectives described above. 

Reporting Requirements 

Reports 
All implementers of PGC-funded energy efficiency programs will be required to submit 
reports on a regular basis (frequency as specified in the contract) to the IOU contract 
administrator and the Commission in order to monitor progress. These reports should 
also be made available to all interested parties in relevant Commission proceedings 
and/or posted electronically on a website for ready access by other members of the 
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public. The reports shall contain information on program budgets and expenditures; 
projects, measures, and/or activities that were funded; the amount of energy savings 
and peak demand reductions associated with the program expenditures; and other 
information necessary to monitor compliance with Commission guidelines. 

In particular, the Commission will be interested in monitoring progress toward 
achieving energy and peak demand savings goals established at the beginning of the 
program implementation process. Reports should show a comparison of progress with 
ultimate program goals. 

Submittal dates for the required reports shall be detailed in the contract. The specific 
format and contents for these reports will be contained in the Reporting Instructions to 
be issued by the Energy Division before programs start. 

During the term of the contract agreement, implementers shall respond to request for 
information from the contract administrator and Commission staff in a timely fashion 
but no later than five days after the date the information is requested, unless the 
implementer asks for an extension of time and such an extension of time is granted by 
the requesting party or parties. 

Final Reports 
In addition to the regular reports described above, a final report will be required to be 
filed for each approved program. The specific format and contents for these reports 
will be contained in the Reporting Instructions to be issued by the Energy Division. 

The contract administrator shall determine if the final report is correct and complete, 
including the completed EM&V report, and shall notify the Commission staff. (See 
contract terms on final report and receipt of final payment.) 
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