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Responses to Attachment D: All Interested Parties

San Diego Gas & Electric Company (SDG&E) and Southern California Gas Company (SCG or
SoCalGas) will be referred to jointly as the “Joint Utilities” where relevant.

Residential Programs

1. Should whole house (Whole House Upgrade Program and/or REN whole building
proposals) programs direct more funding and/or marketing to “hotter” (or “hot-dry”)
climate zones, where homes tend, on average, to use more energy for cooling? If so, how
should hotter climate zones, or an alternative geographic region of smaller or larger scale,
be defined?

Response to Q1:

The Joint Utilities do not believe that it is prudent to direct more funding and/or marketing to
hotter climate zones. First, WHUP is not strictly an electric resource program. It is an energy
resource program encompassing both electric and gas resources for total energy savings and to
date the program has shown significant program participation in cooler zones. The Joint Utilities
do not direct funding to climate zones where homes use more energy for space conditioning and
instead uses multiple criteria to target potential program participants, among which are annual
income, high energy usage, and age of home. Whereas “hotter” (or “hot-dry”) climate zones, are
good targets for older homes with high bills, customers must have access to capital to afford a
WHUP project. These segment criteria are much more granular than simply climate zone or
region, and allow us to identify the most likely participants, regardless of geographic region.

The Joint Utilities believe that marketing efforts for WHUP should be balanced and
leveraged across the full scope of residential offerings to present a full IDSM spectrum of
opportunities to all customers who pay for these programs. In addition, marketing efforts of
WHUP need the ability to take a much wider range of issues and variables into account in order
to determine the best strategies for individual regions in order to meet the goals of the programs
in each territory. The Joint Utilities support efforts to inform and encourage customers in all
climate zones to install the most efficient HVAC system to maximize potential energy savings in
overall home energy use in a manner that is in consistent with the IOUs’! HVAC and Whole
Home programs.

! The Joint Utilities use the term “IOUs” to refer to Pacific Gas and Electric Company, San Diego Gas & Electric’
Company, Southern California Edison Company and Southern California Gas Company collectively.
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2. As a market transformation program, does the Whole House Upgrade Program
merit greater funding levels for marketing and outreach? If so, why and for how long?
How should the Commission determine appropriate funding levels for this program on a
statewide basis?

Response to Q2:

Greater funding for marketing and outreach adheres to the law of diminishing returns. The
markets segments that are most attracted to participating in whole house programs absorb
program awareness only so quickly and to increase awareness it takes increasing rate of funding
for each incremental change in whole house awareness as a concept and subsequent program
participation rates. The Commission should allow IOUs to determine appropriate funding levels
as such efforts are coordinated with and part of overall IDSM and EE messages and leveraging
across programs. The proposed funding levels appropriate for the returns on investment in terms
of market awareness and program uptake around whole house concepts and incentive
opportunities.

In general, programs in early phases of start-up and especially those programs where cost is a
barrier to entry require significant marketing and outreach efforts and associated funding. To the
extent a particular program has been classified as a market transformation (MT) program, and is
at an early phase of its lifespan, and is also consistent with Commission goals, a greater level of
funding for marketing and outreach may be prudent. Such decisions should be case-specific,
with historical and projected cost effectiveness a foremost consideration. If the program is not
cost-effective relative to other non-MT programs, it should be a level of funds deemed
appropriate to optimize the overall energy savings goals while still forwarding, but not over-
emphasizing MT objectives at the expense of greater savings. In sum, such decisions should be
informed by evaluation, and weighted by expected benefits.

There are also other customer marketing and outreach efforts that can be used to drive
customers towards participating in the Whole House Upgrade Program (“WHUP”) such as
Statewide Marketing, Education and Outreach, local marketing and outreach efforts, and other
residential program integrated marketing campaigns. In addition to building customer awareness
and educating customers, SoCalGas has found that an effective channel strategy is key to
customer enrollment in the program. Workforce education and training, and development of
contractors into a sales and implementation channel both meet the Commission’s objective of
market transformation, as well as help the utilities to meet program goals.

3. For purposes of utilizing ratepayer funds, how should “whole house” be defined?
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Response to Q3:

The “whole house” approach views the home is a series of interdependent systems that
should be considered holistically or as a complete system where all the elements work together
and that any changes must be made while taking into account the affects of such change to all
other systems and consequently the house as a whole. “Whole House” or “Whole Building”, for
purposes of utilizing ratepayer funds for energy efficiency efforts, should be defined as taking
the whole house building existing total energy load and reducing it through multiple measures in
accordance with an accepted loading order, in order to create a revised total energy load with no
change in occupant behavior and measuring such change of the whole house with an accepted
tool. The approach optimizes building shell which provides increased comfort and indoor air
quality, while enabling smaller and more efficient space conditioning equipment and reduced
energy use associated with space heating and cooling.

4. Should utility multifamily programs be required to file advice letters or full
applications during 2013-2014, once multifamily whole building pilots are approved?

Response to Q4:

The Joint Utilities do not believe an advice letter or full application should be required as the
utilities have filed for a Multifamily Path of the WHUP subprogram as part of its 2013-2014
Application with the intent of launching the Multifamily Path upon approval of the WHUP
subprogrgm. SDG&E and SoCalGas anticipate approval of the IOUs’ statewide advice letters
for 2012.

Insofar as Whole Home Upgrade Program — Multifamily (WHUP-MF) roll-outs are
consistent with the pilots and approved Advice Letter and/or Application, neither mechanism
should be required, as long as additional budget, if any, falls within fund-shifting rules. If the
results from the pilot necessitate changes, then a PIP Addendum should be sufficient. If
substantial changes beyond the PIP Addendum process are required, then an Advice Letter
should be filed.

S. Is TURN’s proposal for a cost-effectiveness test for “comprehensive” programs that
include valuation of avoiding “cream skimming” through avoiding multiple contractor
visits to a building site practical to implement? If so, how? What considerations should the
Commission give to such a proposal?

2 The referenced advice letters are Advice No. 2681-E-B (Southern California Edison Company — U 338-E); Advice
No. 3268-G-B/3972-E-B (Pacific Gas & Electric Company — U 39 M); Advice No. 4312-G-B (Southern California
Gas Company — U 904 G); Advice No. 2320-E-B/2081-G-B (San Diego Gas & Electric — U 902 M)
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Response to O5:

TURN’s proposal in (Protest of the Utility Reform Network, August 3, 2012 and Post-
Workshop Comments of the Utility Reform Network on Portfolio Composition and
Development Rules and Comments on the Role of Advisory Groups, July 23, 2007) assumes that
the IOUs are not pursuing measures that, while cost-effective, are not highly cost effective.
TURN proposes to impose a per-project penalty based on project cost-effectiveness based on ex-
post project review based on additional energy savings which could have, but were not included,
in the project. TURN’s proposal in effect asks that EM&V staff estimate a “double
counterfactual.” First, it would be required to conduct an estimate of the savings that would
have occurred if the energy efficiency measures that were installed not been installed. Second,
an estimator would be required to evaluate the additional energy savings that could have been
achieved through additional measures the customer did not elect to install. It is unrealistic to
believe that such a “double counterfactual” estimate can be developed, vetted by stakeholders,
and implemented by the Energy Division for use in this program cycle.

Therefore, TURN’s proposal is impractical from an implementation standpoint and, if
adopted, would likely harm rather than encourage delivery of comprehensive retrofit projects by
increasing project costs and project risks while simultaneously increasing the cost and
contentiousness of EM&YV efforts. The WHUP, by design, is intended to maximize savings
opportunities and minimize contractor visits through its comprehensive approach to Residential
retrofits. Furthermore, this is ultimately the customer’s decision as to how they plan and phase-
in their retrofits.

6. The IOUs provided low, medium, and high participation scenarios for the Whole
House Upgrade Program for 2013-2014. Which is the most appropriate scenario to approve
and why?

Response to Q6:

The Joint Utilities support the adoption of the medium scenario, which is the scenario
submitted in their respective applications. The medium scenario is filed as attainable without
being overly optimistic and takes into account the loss of ARRA funding supporting EUC in the
previous years, accounts for market uncertainties, and is balanced against the overall residential
portfolio of offerings. The medium scenario was developed taking into account current market
absorption rates to date, proposed program design changes and budget, potential competition
from similar programs, potential economic downturn, and financial options coming online,
expected rate of increasing uptake and contractor performance to date balanced against
marketing, administration and direct implementation constraints. The high scenario would
require significant increase in the incremental marketing costs to achieve an incrementally higher
uptake rate.
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Therefore the most appropriate scenario is medium participation for the Whole House
Upgrade Program for the 2013 - 2014 program cycle.

7. Should the “Universal Audit Tool” be extended to the multifamily building sector,
or should the IOUs consider usage of the multifamily tools developed with ARRA funds for
this purpose (e.g., Compass Portfolio Tracker and/or Funding Finder)?

Response to Q7:

The Multifamily sector will be addressed through the “Universal Audit Tool” (UAT) as a
sub-component of the commercial survey tool. The Joint Utilities” individual commercial UATs
are scheduled for release during Phase 2, (March 2013). The sub-component of the tool will
allow property owners and managers to retrieve and monitor their natural gas and electric usage
data from their advanced meters, and take an assessment of their property’s energy use, create an
action plan for energy efficiency improvements, and compare usage to similar buildings in their
area. In addition, the users can print a report that can be compared and used with on-site
contractor assessments or evaluations. The Joint Utilities may have the ability to track
multifamily program participation as the customer will use the tool within the My Account
environment.

On the other hand, having multiple external tool (such as the multifamily tool developed with
ARRA funds) would add a layer of confusion for the customer, and would also defeat the
purpose of using real advanced meter data to provide the customer with an accurate picture of
their gas usage. External tools may only be able to use proxy data, not data directly from the
customer’s meter.
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Third Party Programs

8. Utilities were requested to include effective third party programs for extension in
their applications. Should the utility selections be approved?

Response to O8:

The Joint Utilities believe the utility selections should be approved and have stated in their
respective applications and in response to other ALJ questions the rationale for extending its
current 3P programs. The following criteria were used to select continuing third party programs:

e Performance to goal accomplishment - An evaluation of whether the program has
delivered energy savings or met its non-resource objectives relative to goal as defined in
the third-party contract.

e Cost-Effectiveness - A measurement of the program’s cost effectiveness either using the
Total Resource Cost (TRC) or $/kWh or $/therms to determine the cost-effectiveness of
the program.

e Customer satisfaction - An evaluation of the satisfaction level of customers who have
participated in the program. '

e Market and program potential - For resource programs, an evaluation of the program’s
backlog of projects to determine whether the number of remaining customers to serve is
sufficient to justify continuation of the program and whether the technology marketed by
the third party has sufficient mainstream appeal.

e Other Factors - This is a determination of whether the program is able to reach customers
who may have been underserved due to remote location or other circumstances and
whether other energy efficiency measures could viably be added to the program to make
it more successful while avoiding overlap with other programs.

If the Commission chooses to not approve the continuation of these successful programs, it
would undermine the continuing development and expansion of these market participants who
offer useful EE program services.

9. Should the Commission approve IDEEA365 as a model for third party solicitations
for the 2013-2014 transition portfolio? Why or why not?

Resbonse to 09:

The Joint Utilities believe that the IDEEA365 model for third party solicitations is a good
method for selecting programs for the 2013-2014 transition portfolio The IDEEA365 Program,
designed to allow for continuous introduction of innovative ideas and technologies into the EE
portfolio. Specifically, the IDEEA365 Program will create a mechanism to solicit competitive
offers year-round (until the budget is depleted) for programs that produce cost effective energy
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savings. All submitted abstracts will be scored using consistent statewide criteria, such as cost-
effectiveness, innovation, feasibility, portfolio fit, comprehensiveness, opportunities for deep
savings, and supplier diversity.

The 10Us propose to design two types of solicitation. The first, Targeted Solicitation, will
support identified program and market needs and technologies, such as, the water-energy nexus
and hard-to-reach markets. The second type of solicitation promotes innovation on the part of
third parties, seeking service providers who develop and deploy emerging technologies, or have
promising new ideas for creating energy savings. The goal of this program is to address the
expansion and quality of energy efficiency programs implemented by third parties and to
streamline the solicitation process and subject to Commission approval, allow for a rolling
portfolio. This program will provide resources and accessibility to the solicitation process by
third parties and will encourage comprehensive innovative programs. It will also assist in _
overcoming the participation barriers to third parties who may be qualified for, but new to the
energy efficiency bidding process.

10.  Does the IOU proposal to use IDEEA365 address the concerns raised by the Peer
Review Group Report from 2009-2011?

Response to 010:

Yes, the IDEEA365 program addresses the concerns raised by the PEER Review Group in
the following ways:

e The Joint Utilities each sought active input from their respective Program Advisory
Group before submitting its July 2 application and expects to continue this dialogue in
engaging stakeholders and seeking to improve the process that selects third party
contractors;

e The IOUs plan to provide a web portal for new bidders to register and close coordination
with the Emerging Technology TRIO Program to engage new innovative program ideas
and service providers, and

e The IOUs plan to provide additional training opportunities on key topics such as steps to
become a third party program, proposal writing, and understanding cost-effectiveness.
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Local Government Partnerships

11.  Utilities were directed to include “successful” local government partnership
programs for extension in their applications. Should the utility selections be approved?

Response to O11:

The Joint Utilities, together with their partners, have diligently worked to update and
improve their program implementation plans submitted on July 2, 2012. Therefore, the Joint
Utilities respectfully request approval of their respective proposed Local Government
Partnership portfolios.
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Codes and Standards

12. Should the energy efficiency savings goals related to codes and standards be revised
to reflect lower new construction rates in the past few years, as suggested by SCE?

Response to 012:

The amount of energy savings to be achieved by codes and standards (C&S) programs
depend on rates of new construction and retrofit activities. The construction rate forecast used by
the CPUC 2011 Potential Study was based on market conditions in 2006-08 and does not reflect
the economic downturn of the past several years that dramatically reduced construction
activities. The market data released by the California Building Industry Association (CBIA)
showed that the average new construction rates during 2010-12 were only about 30% of those in
2006 for both residential and nonresidential sectors. In consideration of utility energy efficiency
program impacts to the state energy demand, the California Energy Commission (CEC) has
revised the C&S program energy savings provided by the CPUC 2011 Potential Study according
to CBIA’s latest construction rate data. Therefore, CPUC’s goals for [OUs’ C&S program should
be adjusted to reflect the actual construction rates in the past several years and a more realistic
forecast of future market conditions.

SDG&E and SoCalGas note that they have adjusted their proposed energy savings from their
respective C&S programs to reflect the expected reduction in construction rates.

13. Should REN or IOU programs be permitted to incentivize measures that are only
- “to code” (Title 24 compliant) energy efficiency levels?

Response to Q13:

The IOUs’ C&S Program Implementation Plan states that we will explore a pilot project
designed to improve compliance by providing nonmonetary incentives to local governments,
contractors, or other key market actors. The pilot will be based on the Program's Compliance
Improvement Advisory Group's guidance and may include nonmonetary incentives such as
training or provision of tools designed to streamline the permitting and inspection processes for
additions and alterations.

More generally, incenting measures to code only in early replacement (not “replace on burn
out”) situations may also be appropriate under certain conditions. For example, significant
program influence would be required to raise the efficiency of an existing building from below
code to well above code, since these changes would require deep system or whole building
retrofits. In this situation the code baseline is not a true baseline. A second example, an HVAC
change that triggers duct sealing reduces the savings that may be attributed to the overall project

10
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if savings are based on code, yet the customer bears the entire cost to raise the efficiency from
existing conditions to new conditions.

Lighting upgrades traditionally have been the mainstay of nonresidential energy efficiency
retrofits as the lighting market has been characterized by relatively quick changes in technology
and efficacy advances. The 2013 Title 24 energy code will require that lighting alterations to
more than 10% of luminaires in a room will trigger the same lighting power density
(Watts/square foot) requirements as in new construction. However the luminaires in many
spaces have their internal components replaced and/or repaired indefinitely without increasing
their efficacy or triggering the energy code. In the absence of programs that incentivize
luminaire replacement, lighting system efficiency may never be improved. A retrofit program
targeted at customers that rarely or never replace their luminaires provides an opportunity to not
only improve luminaire efficacy, but also reduce energy use and demand. In these situations, the
energy savings should be calculated relative to the energy consumption of the existing lighting
system.

Meeting state energy goals requires deep savings for the large stock of existing buildings, but
the cost of minimum code compliance for building alterations presents a significant cost barrier
for owners. Allowing retrofit programs to use realistic baselines that claim all savings from
existing conditions would support more comprehensive retrofits and deeper energy savings. To
prevent double counting, an estimate of retrofit energy savings due to energy code changes could
be subtracted from C&S. This approach would increase portfolio savings through reducing
stranded savings, but any program efforts to incent compliance with code must be carefully
vetted prior to implementation so as to not incent alterations that would have naturally occurred
absent incentives.

The IOUs’ C&S Program Implementation Plan states that it “will explore a pilot project
designed to improve compliance by providing non-monetary incentives to local governments,
contractors, or other key market actors”. The pilot will be based on the Program's Compliance
Improvement Advisory Group's guidance and may include non-monetary incentives such as
training or provision of tools designed to streamline the permitting and inspection processes for
additions and alterations.

14. What do you feel is the appropriate role of IOUs in the arena of Codes and
Standards at the local level, and how would you characterize the effectiveness of such IOU
efforts and expenditures to date?

Response to Q14:

It is clearly appropriate for IOUs to continue their support of both compliance improvement
and reach codes at the local government level. The [OUs added compliance improvement and
reach code subprograms to the 2010-2012 C&S program in response to strategic opportunities to

11
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strengthen building code and appliance standards advocacy efforts. These four subprograms are
less effective when separated. For example, future reach codes based on 2013 building codes,
that will inform 2016 state building codes, must be incorporate information from recent CASE
study efforts and planning for 2016 that includes codes and standards, incentive programs, and
emerging technologies. Compliance improvement efforts must likewise be coordinated in each
of these areas, since achieving state policy goals requires greater portfolio integration.

While training efforts through the LGP programs have shown to be effective, and such
training is planned to continue, the [OU’s Codes and Standards (C&S) Program enhances this
training by targeting those market actors in the compliance supply chain who have been
identified as having the greatest impact building energy code compliance. These market actors
include: Energy Consultants, Plans Examiners, Building Inspectors and Contractors. C&S
believes all of these market actors must receive consistent, repetitive messages and processes and
tools that work together in order to affect behavior change. The IOUs are the code experts and
are in the best position to ensure all of these market actors statewide receive accurate and
consistent messaging and tools from one source. In 2013-2014, SCG will continue to work
closely with local and regional government partners to coordinate C&S training available to
local building departments and to ensure that the C&S technical assistance is made available to
local jurisdictions to support development of reach codes.

In addition to expertise, IOUs can achieve greater cost effectiveness and synergies by
coordinating similar statewide activities, and with other parts of the IOU portfolios. The C&S
Program is currently the most cost effective method for achieving persistent energy savings. The
I0Us’ compliance improvement efforts help the State realize the full benefit of the C&S
Program’s advocacy efforts and the feedback gained from compliance improvement subprogram
participants help inform future advocacy efforts.

12
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Regional Energy Network and MEA Proposals

15. What do you believe should be the primary purpose of the RENs? Various
documents, including Commission decisions, party comments, etc., mention delivery of
programs at lower cost, filling gaps for government entities, and innovation, as examples.
Please comment on the most important goals or criteria for RENs.

Response to O15:

The scope for REN activities should be limited to services that complement existing energy
efficiency programs, particularly to help promote consumer adoption of comprehensive energy
efficiency actions. REN activities need to be closely coordinated with the activities of the IOU’s
and their contracted implementers so as to maximize effectiveness and minimize customer
confusion. REN proposals should be implemented at a pilot scale to start, and evaluation of
effectiveness should be on a consistent basis as the evaluation of existing IOU administered
activities.

16. Should the BayREN and SoCalREN proposed bundled incentives for single-family
or multi-family incentive offerings be available at the statewide level in 2013-2014? If so,
should the REN proposed single-family bundled incentive general approach supplement or
replace the current IOU Whole House Basic Path incentive?

Response to 016:

No, these REN proposals should not be available Statewide. The Flexpath is not a long-term
solution for comprehensive upgrades, was not designed within the TRC/PAC construct. While
SCG appreciates, and agrees with, the need for more flexibility, the Flexpath as currently
proposed does not support the energy efficiency loading order, and does not build towards a
long-term market transformation in the residential retrofit market. Further, and with respect to
TURN’s “cream skimming” and reduction of multiple visits to customer homes (outlined in
response to Attachment D, Q.5), SoCalREN’s Flexpath experience involves multiple visits to
single homes, likely to maximize rebate amount (~1000 applications for ~600 homes). Key
components of a successful, flexible, re-designed Basic Path are: easy to understand for customer
and contractor, tiered incentives (the more you do, the more rebate you receive), points tuned to
energy savings and cost-effectiveness, and controls to ensure the energy efficiency loading order
is followed. SCQG, together with the other IOUs, is evaluating potential revisions to the Basic
path to incorporate these objectives.

13
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17.  How many RENSs are appropriate for the Commission to fund at any given time?
Should there be a limit?

Response to Q17:

During the pilot phase of 2013 - 2014, the Commission should fund pilot scale REN efforts
sufficient to evaluate the effectiveness of the model on a test basis. There are just two remaining
REN proposals before the Commission,’ along with one CCA electric energy efficiency
administration proposal. These are more than sufficient for the Commission to be able to
evaluate the effectiveness REN model for 2013/2014.

18. Should successful REN programs be scaled up to implementation at a statewide

level? How and on what timeframe?

Response to Q18:

The Joint Utilities asserts that this issue will require more research on what “successful”
means in the context of the IOU portfolios, as well as getting agreement on what the intent is for
REN programs, before the question can be answered. To illustrate, it is unclear under what
conditions it would be prudent for a “regional” network would be scoped to operate on a
statewide basis. If programs are only complimentary to the IOU portfolio, as suggested by the
Joint Utilities, then the answer is simply based on whether those programs show success.
However, the Joint Utilities also assert that there is insufficient time prior to a 2015 planning
process to adequately evaluate the results of any REN programs. Nonetheless, the Commission
should direct that EM&V efforts be directed to study and evaluate the REN framework,
including developing success criteria, to inform future portfolio planning.

19. How do the REN program and portfolio offerings maximize the state’s investment
in efficiency in ways that are not already adequately accomplished? Which program
elements, or subprograms, are the RENs uniquely positioned to offer?

Response to Q19:

The Joint Utilities fully support the portion of the RENs that address gaps in resources to
assist local governments achieve more retrofits. For example, SoCalGas has proposed such
services as a “virtual energy center” and the RENS call it “Regional Energy Center.” SoCalGas
is in discussions with the SoCalREN to reconcile details and possibly offer the same program
jointly. The financing programs are already covered under the Finance Program, so these can be

3 CRHMFA Homebuyers Fund (CHF) filed to withdraw its motion on August 31, 2012.
| 14
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done under either category (although still subject to the same rules as all financing programs
moving forward). SoCalGas does not believe that offering overlapping and/or competing
products is in the best interest of ratepayers. If such programs can be shown to be
complimentary to the [OU programs, particularly considering efforts to achieve / maintain
statewide program consistency, then perhaps it may be reasonable to add those programs.

20. How should the RENs be overseen?

a. What should be the role of the IOUs?

b. What should be the Commission staff role?

c. Should these roles be different for the REN proposals than the CCA proposals?

Response to Q20:

The Joint Utilities assert that the RENS should be part of their overall portfolios. The IOUs,
having intimate knowledge of their own programs, believes the IOU has a role in providing
information to the Commission regarding the potential of overlap or inconsistency between their

‘programs, and the proposed offerings of the RENs. The REN activities should be part of the
larger utility portfolio, and should fit within and complement utility sponsored programs and
activities. The utility would manage the REN contracts to comply with the scope of activities
and metrics approved by the Commission. The utility can thereby enforce the Commission’s
direction and requirements via contract terms and remedies.

Therefore, the Commission and its staff role would oversee these programs in the same
manner as the rest of the IOU portfolio programs as the RENs would be part of the IOU
portfolio. Therefore these REN programs would be subject to the same EM&V treatment as the
10U programs. The REN programs should be governed by the EE Policy Rules, given that the
same ratepayer funds would be used to fund such programs.

Please refer to response to Q21 below regarding the treatment of CCAs.
21.  How should RENs and CCA programs be evaluated by the Commission?
a Verify savings?
b. Measure program and administrative performance?

c. Evaluate coordination between RENs/CCAs and IQOUs?

Response to QO21:

The Joint Utilities refer to their response to Q20 as the questions pertain to RENS. With
respect to CCAs, the Commission has solicited on several previous occasions, comments and
conducted a workshop on the procedures that should be adopted to allow CCAs to implement EE
programs. The Joint Utilities have participated actively in those solicitations and workshops.
The Joint Utilities provide their comments from their reply comments to the June 20,2012

15
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Administrative Law Judge’s Ruling Regarding Procedures for Local Government Regional
Energy Network Submissions for 2013-2014 and for Community Choice Aggregators to
Administer Energy Efficiency Programs below as it summarizes their position on the matter of
CCA:s.

The Joint Utilities agree with the underlying theme among the various parties’ previous
comments, which is that the Commission should adopt procedures for Community Choice
Aggregator (“CCA”) administration and funding of Energy Efficiency (“EE”) programs with the
overarching goal that CCA EE plans are evaluated “impartially” and for “consistency” with the
Commission’s overall EE program goals, requirements, and performance standards. The Joint
Utilities agree that to provide fair and equitable EE services to all customers that the
Commission should evaluate the program proposals consistent with Commission-adopted
performance criteria and policy rules. It is also important that the Commission hold all
implementers of EE programs to the same standards of accountability. SDG&E also
incorporates by reference the concerns it has articulated in its comments on Draft Resolution E-
4518 (see Appendix for reference.)

The Joint Utilities strongly recommend that the Commission should allow CCAs to submit
their proposals concurrently with the IOU EE application period and not when the CCA first
commences serving customers. The Commission approves program portfolios that would
require the utilities to meet EE savings goals and demand reductions that feed into the Long
Term Procurement Proceedings (“LTPP”) forecasts. If the Commission approves programs and
reallocates budgets without a clear process to reassign savings goals, then service territory EE
resources could become unreliable. Furthermore, reallocating budgets could potentially
jeopardize third party program implementers and contractors as the budgets assigned to them
could be reduced, thereby minimizing their ability to meet their program delivery goals.
Therefore, the Joint Utilities recommend that the timing of any CCA application for EE funds
and programs should be coincidental with the timing for the utilities and other program
implementers (e.g., Regional Energy Networks (“REN”)) applications for funding. To otherwise
do so would be unfair and prejudicial to program implementers who submitted the applications
within the designated period.

22.  Should the Commission authorize the use of ratepayer funds for green building
certifications, as proposed by SoCalREN? If so, why, and at what level?

Response to Q22:

The Joint Utilities do not support the use of ratepayer funds for green building certifications
at this time. While it is important to connect non-energy efficiency activities to activities that
support “green” actions, the use of ratepayer energy efficiency funds should be limited to energy
efficiency. Other sources of funding, e.g., water utility funding for water conservation efforts,
CS]I, tax credits, should be leveraged to accomplish broader green actions that could lead to
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achieving the requirements for green building certifications. EE is just one of the component
considered in these certifications and should therefore not be the sole contributor for green
building certification.* It should be noted, however, that the IOUs already provide technical
support to assist customers interested in attaining, for example LEED certification, green
building certification, such as through the Savings By Design, California High Performance
Schools and Sustainable Communities programs.

23. Should the Commission authorize scholarships for contractor trainings in the area
of Whole House via the RENS (i.e., in some geographic areas of the state only)? If so, what
level of subsidy is appropriate and why?

Response to 023:

The Commission should not authorize scholarships for WHUP contractor training via the

RENs. Such an approach is duplicative of IOU training which is offered at “no-cost” to all

“interested contractors and includes not only necessary training for whole house science
certifications, but also includes ongoing contractor mentoring, workshops, continuing education
topics after building science certification, as well as training on how to successfully integrate and
participate in IOU programs. Since the IOUs already offer such educational opportunities at no
charge, it is not clear what the “scholarship” would be paying for. Based on the extensive
training and certification achieved from the various funded American Reinvestment and
Recovery Act (ARRA) programs, there is a large pool of trained and qualified contractors
available for whole house programs. Instead of scholarships for more new entrants, emphasis
should be placed on advanced training for those contractors actually conducting home
performance services. A recent process evaluation of the Whole House Upgrade Program
(WHUP), also known as Energy Upgrade California, found a larger supply of whole house
related trainees then the available supply of job openings. The IOUs are proposing to work with
existing program implementers to provide necessary advanced training.

24.  Isit appropriate to allocate energy efficiency funds for solar thermal for domestic
hot water heating and pool heating measures (as proposed by BayREN)? Why or why not?

Response to Q24:

The Commission has already provided direction as to the appropriateness of EE funding for
solar thermal for domestic hot water heating and pool heating measures and the CSI Thermal
program. The Solar Thermal Program Handbook has a full listing of what is eligible under that
program (page 14, Section 2.2.3 Ineligible technology and system applications). The

* For example, LEED certification looks at the following criteria: sustainable sites, water efficiency, energy &
atmosphere, materials & resources, indoor environmental quality, innovation in design and regional priority.
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Commission’s Energy Efficiency Policy Manual, Rule IV.7., states that any such programs must
be shown to be cost effective on a stand-alone basis. The full rule is provided below for
reference:

7. As described in these Rules, fuel-substitution programs must also pass the Dual-Test to
be considered for inclusion in the portfolio and eligible for funding. In addition, as a
condition for the inclusion of solar water heating within the definition of energy
efficiency measures, solar water heating installations must be cost-effective on a stand-
alone basis, ie., pass the Dual-Test of cost-effectiveness to be eligible for funding.
Similarly, solar-powered water circulators must be cost-effective on a stand-alone basis
(i.e., pass the Dual-Test) to be eligible for funding. Other programs are not strictly
required to pass the Dual test on a program level basis to be considered for funding, but
their cost effectiveness must be carefully considered in order to design an overall
portfolio that passes the Dual-Test, per Rule 1V.6. Accordingly, except where otherwise
indicated in these Rules, Program Administrators must present estimates of TRC and
PAC net benefits for each program on a prospective basis in their program funding
applications, along with any other information that may be requested by the Commission,
Assigned Commissioner, Administrative Law Judge or Energy Division. However,
evaluation, measurement and verification costs should not be allocated to individual
programs in the calculation of TRC and PAC net benefits. Rather, all costs associated
- with evaluation, measurement and verification should be allocated at the total portfolio
level, rather than program by program.

Therefore, as stated previously RENS and CCAs should be subject to the same rules that
govern the IOU programs.

25.  Is it appropriate to use ratepayer funds to subsidize whole house audits (as proposed
by BayREN and SoCalREN)? If so, at what level and with what requirements? Would it be
appropriate to approve incentives for audits only at a regional scale (via the RENs) and not
statewide? Why or why not? Finally, would ratepayer-subsidized audits be scalable or not,
and what might be the cost and/or participation implications be?

Response to Q25: .

The Joint Utilities do not believe that history has shown that when the IOUs have offered
subsidized or free home energy assessments, there is no appreciable increase in participation in
EE programs. Indeed, the ARRA-funded free audit vouchers in SDG&E territory have not
shown to measurably increase WHUP program participation. In addition, participating
contractors have experimented with and offered reduced cost audits, sometimes substantially, on
their own. The costs of audits and the price point at which contractors are willing to offer to
perform such audits increase substantially with a subsidized audit. Also, such subsidies come
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without any EE savings impacts and have been tried by IOUs in the past in an attempt to increase
participation in EE programs.

While history has shown that such efforts do not necessarily increase the rate of WHUP
participation, they do increase the level of awareness around whole house concepts. However,
this message is diluted and offset by the fact that the assessments and customer reports are not
standardized with respect to the assessment report details provided to the customer. The Joint
Utilities have proposed in its 2013-2014 application to address the issue of standardized
assessments as part of the work of the proposed Steering Committee.

If the Commission approves whole house audits for RENSs, they should be offered under the
same terms and conditions as the corresponding utility program, be offered on a non-
discriminatory basis, and assuming the first two conditions apply, any particular residence
should only be allowed to participate in either a [OU or REN program (not both programs).

26. Should ratepayer funds be used to train contractors to market or promote whole
house incentives (as proposed by BayREN) or should funds be directed to cooperative
marketing for contractors or a similar area?

Response to Q26:

The Joint Utilities agree that both of these activities are appropriate and such incremental
training can be added to the already existing contractor training with the intent to increase
channels of outreach to customers. Partnering with organizations that already provide such soft
skill training should be pursued. However, this strategy but should be part of a larger marketing
strategy at both the WHUP and residential offering levels and should be implemented with
appropriate feedback loops to measure effectiveness. Cooperative marketing with a consistent
message to customers is preferable. The approach for marketing should be prioritized from
statewide messaging, expanding into local efforts then extending into co-op marketing efforts.
Confusing customers with non-cohesive marketing messages is more likely to inhibit the market
and uptake for WHUP.

27.  What should be the reporting requirements for the RENs and MEA? Should RENs
and MEA be required to comply with the Energy Efficiency Policy Manual in part or in
whole? Explain why.

Response to Q27:

Consistent with the previous comments above, all RENs and CCAs should be subject to the
same Commission regulations and oversight, including EM&V requirements and compliance
with EE Policy Manual. Ratepayer-funded programs, regardless of the implementer or
administrator, should be subject to the same rules.
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Administrative Costs

28. The March 23, 2012 memorandum from the Commission’s Water and Audits
Division to the Energy Division, noticed to the R.09-11-014 service list on August 15,2012,
states that Commission reporting requirements established in D.05-01-055 and ALJ ruling
dated August 8, 2007 are inadequate for the reporting of non-IOU administrative costs in
their annual reports. The report recommends that non-IOU energy efficiency
administrative costs should be disclosed or reported as a separate line item in the energy
efficiency Annual Reports and not co-mingled with Direct Implementation Costs. Do
parties agree with this recommendation? Explain.

Response to Q28:

Currently the IOUs already report non-IOU administrative costs (for third party programs
and Partnership programs) separately in their respective “Energy Efficiency Quarterly Cap And
Target Expenditure Performance” reports contained in the quarterly Fund Shifting Excel
workbooks that are posted to EEGA.> The Joint Utilities agree that there is no current
requirement to report these non-IOU administration costs separately in the EE Annual Reports.
Since the IOUs already report the non-IOU administration costs separately, it is not a hardship to
require the same level of reporting in the EE Annual Report.

5 See http://eega.cpuc.ca.gov/Documents.aspx.
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July 23, 2012

Energy Division Tariff Unit

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, California 94102

Re:  San Diego Gas & Electric’s Comments on Draft Resolution E-4518

Dear Energy Division:

San Diego Gas & Electric Company (SDG&E) hereby submits the following
comments on Draft Resolution E-4518 (the Draft Resolution), which is scheduled to
appear on the Commission’s August 2, 2012, agenda.

SDG&E takes no position on whether or not it would be appropriate for MEA to
undertake the EE role the draft Resolution contemplates, nor does it make any
predeterminations regarding MEA’s future EE role in 2013-2014.

SDG&E is concerned, however, that the process the draft resolution followed is
inadequate, particularly in addressing: (1) the statutory requirements of Sections 381.1
and 399.4 for community choice aggregators (CCA) EE program administration and
after-the-fact performance oversight; and (2) the potential for creating inconsistency
and/or duplication of MEA’s financing proposal with the ongoing statewide efforts.

State law requires the Commission to certify CCA eligibility to administer EE
funds, and find that the CCA EE plan meets specific statutory requirements. In fact, the
June 20, 2012 “Administrative Ruling Regarding Procedures for Local Government
Regional Energy Network Submissions for 2013-2014 and for Community Choice
Aggregators to Administer Energy Efficiency Programs” acknowledges the
Commission’s obligation to adhere to all the requirements of Section 381.1 (a) through
(g). The draft Resolution, however, fails to provide a comprehensive analysis of the
proposal and demonstrate the proposal’s compliance with these requirements.

1. The Energy Efficiency portfolio should be cost-effective.

The draft Resolution claims to have reviewed the proposal using the criteria
specified in statute. That review, however, is based solely on the untested assertions of
the proponent. And even under that limited review, as discussed below, the draft



Resolution acknowledges that the proposal fails to meet the critical test of cost

effectiveness, a requirement repeated many times in Section 381.1', required for the

“approval of an EE portfolio of programs.

2. There should be adequate provisions to ensure proper after-the-fact performance
oversight.

The totality of the proponent’s plan with respect to auditing and reporting is
discussed in 8 lines of its plan, one of which contends that the reports are “for
informational purposes only”. Section 399.4 requires the Commission to continue to
oversee energy efficiency program administration. SDG&E recommends that the
Resolution provide provisions that comport with Decision (D.)09-05-037 (at pages 8-9),
which directs the Energy Division to manage EE program evaluations.> Similarly ex anfe
measure assumptions should be consistent with D.11-07-030 Attachment B for custom
projects and the November 18, 2009 ALJ Ruling regarding non-DEER measure ex ante
assumptions. The MEA proposal’ briefly states its intent to use DEER deemed savings
and develop its own plan for verifying savings, using its simplified methods. The MEA
“EM&V?” proposal is inconsistent with the current procedures required for determining
ex ante savings which require that Energy Division review and approve all workpapers
for non-DEER savings and the use of the Custom Project Process described in D.11-07-
030 Attachment B.

The Draft Resolution does not asses the nature of the audit reports, and does not
direct that the reports contain any specific information. SDG&E recommends that the
Resolution include similar provisions as provided for by D.09-09-047 which states: “We
also adopt the DRA and TURN recommendation to require a full audit of the utilities’
administrative and other costs in order to understand the changes in characterization of
costs in the revised applications and to ensure accountability of the amount, allocation
and composition of the total administrative costs for this portfolio timeframe. We
authorize4 Commission staff to hire contractors to conduct the audit using EM&V
funding.”

3. MEA financing proposal should be consistent with the Commission’s direction in
D.12-05-015. '

The Draft Resolution would authorize MEA to begin working on a multi-family
on-bill repayment (OBR) effort. This authorization seems inconsistent with financing
effort recently delineated by the CPUC in D.12-05-015, which requires the development
of 4 new pilots associated with the concept of OBR,’ one of which is a multi-family pilot.

! Section 381.1 (a), (2)(2), (c), (d), (e), (H(2), and (g).

7 : “We therefore removed EM&V responsibility from the IOUs and directed our staff to develop an
EM&YV program that used expert analysis and sound technical methodologies to count energy savings from
ratepayer funded energy efficiency programs. Our goal was to establish an independent system that was
free of the inherent conflict of interest presented in IOU EM&YV and from external pressures that would
compromise the integrity of the EM&V results.”

> MEA draft proposal available on

http://www.marinenergyauthority.com/PDF/6.20.12_Special Meeting_Packet.pdf, page 22.

* D.09-09-047, page 56

’ D.12-05-015, page 108.




These pilots are to be developed by an “expert financing consultant” that is to be hired by
SoCalGas (by August 1, 2012). Lastly, D.12-05-015 also defines financing as a
“statewide” program. Therefore, SDG&E recommends that the Resolution require MEA
to participate in the stakeholder process for the development of an OBR effort to avoid
inconsistencies or duplicative local efforts with the broader statewide financing effort.

SDG&E appreciates the opportunity to provide these comments to Draft Resolution
E-4518.

Respectfully submitted,

Clay Faber
Director — Regulatory Affairs

cc: President Michael R. Peevey
Commissioner Mark J. Ferron
Commissioner Timothy A. Simon
Commissioner Michel P. Florio
Commissioner Catherine J.K. Sandoval
Edward F. Randolph, Energy Division Director
Carlos A. Velasquez, Energy Division
Lisa Paulo, Energy Division
Interested Parties in Rulemaking 03-10-003
Interested Parties in Rulemaking 09-11-014








