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PG&E Program Advisory Group (PAG) Meeting 

PG&E, 77 Beale Street 
March 30, 2005 

 
Attendees:   
 
PAG Members:  
Tim Drew, CPUC Energy Division (Energy Division);  
Audrey Chang, Natural Resources Defense Council (NRDC);  
Doug Mahone, Heschong Mahone Group (HMG);   
Ted Pope, Sam Cohen, Energy Solutions;   
Lauren Casentini, D&R International (D&R);  
Christine Tam, CPUC Office of Ratepayer Advocates (ORA);  
Ann Kelly, CCSF; 
Annette Beitel, (PG&E). 
 
By telephone: 
Cynthia Mitchell, The Utility Reform Network (TURN); and 
Bill Pennington, CEC. 
 
Public: 
Hank Ryan, CSBE, SBN, SB CAL; 
Matt Brost, RLW Analytics; 
Tom Conlon, GeoPraxis;  
Mahlon Aldridge, Ecology Action;   
Richard Fox, Ashish Goel, Grant Cooke, Intergy Corporation;  
Patty Avery, Kurt Duecker, Proctor Engineering Group;  
Steven Schiller, Schiller Consulting; 
Chris Ann Dickerson, Freeman Sullivan and Company; 
Michael Baker, SBW Consulting, Inc.;  
Richard Barnes, KEMA; 
LeAndra MacDonald, ICF Consulting 
Marshall Hunt, Yolo Energy Efficiency Project (YEEP); 
David Clark, American Synergy Corporation; 
Phil Welker, Diane Levin, PECI; 
Cyane Dandridge, SEI; 
John Graham, Ecos Consulting; 
Ken Moore, Small Business Energy Alliance (SBEA); 
Bob Glassel, Jackie Carson, Energy Efficient Mortgage; 
John Kotowski, Global Energy Partners, LLC; 
Scott Wentworth, City of Oakland; 
Steven Sokolsky, Eric Stern, Bevilacqua Knight, Inc.; 
Tom Hamilton, California Home Energy Efficiency Rating Services (CHEERS); 
Brian Gilbart, KW Engineering; 
Gerald Lahr, Association of Bay Area Governments (ABAG); 
Robert Ofsevit, Alamo Lighting; 
Stan Walerczyk, Lighting Wizards; 
Neal DeSnoo, City of Berkeley; 
Tim Rosenfeld, Marin EMT; 
Dave Hickman, Mona Yew, Misti Bruceri, Bill Miller, Grant Duhon, Valerie Richardson, Duane Larson, 
Jennifer Barnes, Trinh Pham, Lisa Cosby, Mary Kay Gobris, Laura Mann, Steve McCarty, PG&E. 
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By Telephone: 
Pete Canessa, CSU Fresno 
Joe Williams, RHA 
Kari Dohn, representing Consol 
Jim Staples, Staples Marketing; and 
Charles Segerstrom, PG&E. 
 
 
Agenda, overview – Annette Beitel  
 
 
Introductions – All 
 
 
Portfolio Design – Annette Beitel 
 
Note:  There is a statewide PAG meeting April 7th at the PEC. 
 

The CPUC directive to us is to be open and transparent in our process.  We view it as our mission to 
be open and to share our information with you.  We hope that it is useful and value your feedback 
about how we can do the analysis and presentation differently. 
 
I am going to review the different items in the portfolio design handout.  For mass marketing, we 
envision a role for the Flex Your Power (FYP) program and individual utility advertising campaigns.  
Third parties fit in some of these pieces, but we see this as mostly FYP and the utility. 
 
Customer contacts.  We plan to establish a central clearinghouse to provide information and referrals 
for all DSM options and believe there is a role for everyone. 
 
There are also the specific program types which will be channeling activity through different market 
segments. 
 
Demand response (DR) and self-generation programs are currently a utility function, but that may 
change going forward.  We would like to engage all parts of the marketplace to encourage customers 
to consider DR options. 
 
Training and Education, including Building Operator Certification (BOC) is a valuable adjunct to 
achieving savings.  Under the current framework, we don't get savings credit for these activities.  We 
are thinking that we won't have any solicitations for new information-only programs, but we will 
continue ongoing successful utility and third party programs in this area.  We expect new activity in 
the local government sector to leverage expertise and community relationships. 
 
Deemed savings.  We expect there will be a role for all market players.  This will include ongoing, 
successful programs, and efforts targeted at specific market segments.  Also, innovative programs, 
even with higher costs now, for future long-term savings.  Local governments will continue ongoing 
and likely develop new programs. 
 
Upstream / mid stream programs, at the manufacturer and distributor level.  There is a role for both 
utility and possibly third party programs also.  We don't really envision a role for local governments in 
this area.  The feedback we've received is that these market actors prefer one point of contact, rather 
than several.  We expect to tailor initiatives to work effectively to give those actors what they believe 
they need. 
 
Calculated savings programs for specialized markets.  These programs will likely focus on process 
improvements, and projects that it's difficult to determine what the savings will be up-front.  There is 
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likely to be a role for utilities, third parties, perhaps partnering with third parties, but not a role for local 
governments, as serving these market segments requires technical expertise and specialized 
knowledge. 
 
Emerging Technologies (ET).  Utility program funding will be expanding for this program.  It will be 
closely coordinated with the CEC's PIER program.  The largest role will be for utility and local 
government efforts.  Third parties will help implement ET projects, but we probably won't have a 
separate solicitation for these.  All projects will originate from the utility program, third parties can pick 
them up and develop further. 
 
Next, Duane and his team we will discuss the utility 2006-08 developments, and present our design 
process to you. 

 
 
Program Concepts – PG&E Customer Energy Efficiency (CEE) Programs – Duane Larson 
 

In our portfolio development process, we have directed the design teams to focus on markets, 
technologies, and tools that best meet the goal.  The matrix is the result of these activities.  Across 
the top are different market segments.  Along the side are different technologies.  We are trying to 
break down program silos.  At the end of the design process, the market channel plans will be 
integrated with technology plans.  Part of that will be further designation of where utility, partnerships 
and third party programs contribute to savings. 
 
In the competitive solicitation process, there will be opportunities for other ideas that aren't in the 
matrix.  We don't think this is a comprehensive list.  These are first year numbers only.  There is an 
approximately  20% increase in the savings goal each year after that. 
 
When building the portfolio, we will expand on those areas most successful.  In eight years, this 
matrix will look different.  There will probably be less in lighting, more in other categories.  One of the 
orders from the CPUC is to plan for both short-term and long-term goals.  There are eight years of 
goals defined, and we will get different pieces in different years.  Our plan now is to start the process, 
and build upon that as necessary. 
 
Mahone:  Does this matrix say you'll spend dollars in 2006 and savings will come on line in 2006? 
 
Larson:  For the majority, yes.  There are also some projects from this and previous years, and some 
will be realized in future years.  We need to get what we can quickly for next year, then build on that 
for the future.  For example, in residential, there are a lot of savings in lighting.  We have an 
extremely well working market, with a lot of momentum and a great benefit to cost ratio.  We can 
achieve 30% of GWh target with less than 10% of the budget. 
 
Also, there are significant increases in a lot of those markets that take a lot more work to expand.  To 
provide some perspective, the goals are such that for every one unit of savings we got in 2004, we 
need 2.25 in 2006.  If we can get that in one area, we'll expand that area as well as others, and use 
that to help build infrastructure in other areas.  At this time, there is one area that is roughly the same 
this year as on this sheet, residential air-conditioning.  We are working with the PAG-ette on 
possibilities, so that area may be increasing.   

 
 
Program Concepts continued - Grant Duhon   
 

We have spent a lot of time identifying high-yield, cost-effective measures using both the TRC and 
levelized cost tests.  We've also spent a lot of time looking at issues across all the potential studies, 
market segments, dividing things up into market segments, and determining the potential in each 
without leaving anything on the table.  It's been quite a challenge. 
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We're currently working on target savings per measure and target budgets, using a variety of data 
including customer characteristics, economic trends, geographic indicators, etc.  At the same time, 
we are trying to predict how things will play out over an eight year period. 
 
We are looking at the combination of markets and overlay of channels.  We want to make sure we 
avoid lost opportunities.  We need to assess how we'll channel the activities.  We may be grouping 
some, or it may mean that one particular market has its own plan. 
 
We are also reviewing some of our internal utility functions to identify opportunities, technical support 
functions, technical assistance ability, project monitoring, rebate fulfillment, and tracking and 
reporting. 
We want approaches to maximize the opportunities in each area.  We want to cross cut that and will 
be filing both with CPUC.  To maximize the opportunity in specific technology areas, we need a group 
who focuses on what is available, who's providing and how.  We have the ability to integrate third 
party plans for innovative ideas, third party providers working with market segments we can't, and our 
own activities as we go. 
 
From the calculated side, PG&E will continue to deliver a standard offer, a customized program (with 
design assistance), and a new construction program with design assistance.  At this time, we're using 
the current program names, but we don't know if we'll continue to use them or not as we need to 
coordinate with the other utilities. 
 
What does third party delivery look like?  Targeted market segments, specialty industries, 
technologies, design consulting and guidance, innovative approaches to specialized markets, 
systems, operational and tune-ups, commissioning, retro-commissioning, green building and LEED 
activities. 
 
We need to engage our trade allies to leverage resources, perhaps by paying per kW saved, or 
offering financing as an incentive alternative.  And, we need to change our internal structure to 
leverage economies of scale.  We also need policy support to get the outstanding net-to-gross (NTG) 
and free-ridership issues resolved.  All outreach efforts need to tie into all aspects of activities.   
 
Beitel:  Handout 2 indicates a single application for calculated programs (standard offer, new 
construction, and customized).  Also, for deemed, the same thing. Can you describe the purpose and 
how it will work for the customers? 
 
Duhon:  There's no specific need for  to have separate applications, brochures, and other 
components.  Currently, historically, we have separate budgets delineated along 14 line items.  Each 
has a different application.  We want to have a simplified deemed savings application that allows the 
customer to calculate the incentive, then we can send the rebate check.  On the calculated side, the 
projects are more complex.  One application will allow the customer to enroll into a single calculated 
program, and we'll determine internally what exact services the customer needs.  Allows us to simplify 
the customer's participation. 
 
Shiller:  I didn't hear performance contracting.  Is that still included? How will you look at rigor within 
deemed or calculated savings?   
 
Duhon:  Yes, we consider the standard offer and standard performance contracting to be essentially 
the same thing.  Trying to develop a new approach that isn't program-centric.  SPC allows a vendor 
working with a customer to bring us a project.  There will also be a customized component, but we 
haven't determined the specific design yet.  It could be that PG&E goes to the customer, or we use 
vendors to market within their specialized market segments. 
 
Shiller:  I'll re-phrase my question.  In SPC, there isn't that much performance selection for the 
evaluation process.  The projects are usually deemed or calculated savings in the last couple years.  
Do you see that trend continuing? 
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Duhon:  The details haven't been determined yet, but we're looking at it from a realistic standpoint.  If 
we have a large customer, and we tell them in order to participate in our standard offer program, 
we're going to need to monitor and possibly interrupt operations, etc., that may not be a very effective 
approach.  There will be some monitoring and verification, bit it needs to be consistent with the 
situation.  We may end up taking a NTG hit in order to implement a more effective framework. 
 
Miller: In the new framework, the CPUC has the responsibility for EM&V.  It's an open question now 
and will be played out in whatever forum the CPUC provides. 
 
Shiller:  When I hear deemed and calculated, I assume that means there will probably be deemed for 
most, then back to the customized programs. 
 
Miller:  Calculated includes any situation that requires customer-specific input to complete the savings 
calculation.  It's not just the old customized, or SPC, or anything in particular.  It spans all those 
projects that require customer input. 
 
Duhon:  Our intent is to try not to leave anything on the table. 
 
Beitel:  Can you explain the difference between the standard offer and customized approach? 
 
Duhon:  We're hoping the marketplace will send us back targeted, industry-specific program ideas for 
impacting specific niches. 
 
De Snoo:  Sam mentioned using a bonus for the customized approach.  Any thought into how to do 
something similar under the deemed or calculated approach? 
 
Duhon:  We want to do comprehensive activities on a systems basis, whole buildings or whole 
process elements.  We're trying to incorporate all ideas from the field. 
 
Fernstrom:  In deemed, comprehensive can cut two ways.  A lot of measures, for example, lighting 
and AC, a lighting improvement reduces the AC load and the associated savings.  When integrating 
opportunities, the savings comes from a systems approach and design rather than from specific 
measures.  Calculated approach lends itself to a comprehensive approach better than deemed. 
 
De Snoo:  It appears you are addressing the issue from an internal perspective.  What about external 
incentives?   
 
Fernstrom:  In terms of intent, yes.  We want to be synergistic in terms of technologies, DR, self gen, 
etc. 
 
Miller:  Deemed doesn't mean small, and similarly calculated doesn't mean large. 
 
Pope:  Regarding the concept of integrating the applications.  Would that be for PG&E and third party 
program applications? 
 
Duhon:  We're trying to simplify the application process, trying to go online if possible, and we want to 
move all the information through a central clearinghouse.  We want to allow third parties to approach 
customers on their own, but also want the maximum amount of information on each customer to 
make the approach as comprehensive as possible.  What does that mean?  We're trying to simplify 
the application process, our goal is to have two applications, period. 
 
Larson:  We've received feedback that one barrier to participation is the complex process.  So, we're 
trying to make the experience fit the customer better. 
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Duhon:  We're working on this while we figure out where potential is in a way that's effective and 
makes the CPUC happy. 
 
Tam:  I'd like to clarify.  Under the calculated approach, are you still assuming the savings is the 
incremental savings between standard and high efficiency equipment?  Not from the current 
equipment to high efficiency?  My second question is how do you plan to incorporate NTG or work on 
the free ridership issue?  Project-by project or on a program basis? 
 
Fernstrom:  Traditionally, in a calculated savings program, we have used typical industry practice as 
the baseline.  There aren't a lot of standards that apply to industry, where calculated savings is 
predominately used.   
 
Duhon:  We also need to talk about the possibility of early retirement.  It is a limited subset, but we do 
want to talk about it. 
 
Miller:  We don't know where ED is going regarding these issues.  We can tell you our assumptions 
going in, but we don't know what that will look like coming out the other side.  The potential studies 
looked at equipment as it existed on customer sites relative to high efficiency.  That was how the 
savings targets were set.  Regarding free ridership, there are different ways of approaching 
programs, and how we relate to last year's measurement of free ridership.   
 
Kelly:  GW goals aren't here.  How will this change when pursuing GW (as opposed to energy).  In the 
matrix, there is a lot of reliance on residential lighting (CFLs), which may not be a very good way to 
go.  Doesn't include cost-effectiveness.  When talking in a prior meeting, you stated that the biggest 
bang for the buck is in the industrial market, with residential at the bottom of the list. 
 
Fernstrom:  Probably the most productive, cost-effective opportunity is in large commercial and 
industrial.  However, the time required and transaction difficulty is significant in those markets.  
Residential CFLs can move a large volume very quickly, and they have enormous savings (60W to 
15W). 
 
Kelly:  It may not be on peak though. 
 
Duhon:  We're also reviewing short-term and long-term activities and goals.  We need activity to move 
projects in 2006, and we need 2006 activity to set the stage for future years. 
 
Miller:  Regarding the peak issue, there are many definitions of peak depending on the application.  
For example. what constitutes a resource for supply issues?  It's not an easy problem.  The CPUC 
solution was to set a target, then count kW as fraction of kWh (0.217).  It doesn't necessarily match 
with when we are short or long from a supply perspective, but we need to balance that with CPUC 
definitions. 
 
If we do air-conditioning, which isn't a lot of energy savings, then use the factor for the peak 
calculation as opposed to real effect.  How do we fit these two needs together?  For our planning 
today, if we plan on the energy, we can get to firm answers and provide for peak. 
 
Ryan:  I'd like to add one thing.  The new DEER numbers are much tighter, so 40W is replaced by 
15W.   
 
Fernstrom:  Yes, the DEER update reduces savings associated with CFLs.  This analysis is based on 
current DEER information, and the 2005 Title 24 Standards.   
 
Mitchell:  Please explain.  You are using current CFL data, the adjusted downward data? 
 
Duhon:  Yes. 
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Mitchell:  Regarding Title 24, what are you assuming? 
 
Duhon:  In the commercial sector, we're looking at a 9% ratchet in Title 24 and a 27% reduction in the 
available savings from a given population of buildings. 
 
Fernstrom:  And the Title 24 improvements with respect to hardwired lighting in kitchens, etc. 
 
Mitchell:  What about space conditioning? 
 
Fernstrom:  We're assuming the Title 20 federal requirements for AC. 
 
Mitchell:  So, the market starts in January with SEER 13? 
 
Fernstrom:  Yes. 
 
Mitchell:  There is a disconnect in your explanation regarding setting targets on peak. 
 
Miller:  In the CPUC workshop last year, there was quite a bit of discussion regarding peak and 
definitions of it.  There are multiple definitions, which presented some difficulty in determining peak 
targets.  The CPUC solution was to use this factor to calculate peak effects.  Our first step was to do 
the forecast in terms of energy.  That doesn’t mean in subsequent steps we won't be adding MW 
reductions.  We may have to do the work from different perspectives.  However, the targets decision 
states that's how they'll score, so we can't ignore it. 
 
Casentini:  Wasn't the avoided cost data going to be updated to consider costing periods? 
 
Miller:  Yes, comments on the draft are due tomorrow.  The draft says it's for energy efficiency only, 
(not other things like power contracts, etc.)  that they will adopt the E3 methodology and direct utilities 
to update the data with gas price forecasts and electricity forecasts, etc..   It may be adopted mid- to 
late April, and I would expect new avoided costs posted shortly afterward.  The process is outlined in 
the decision. 
 
Fernstrom:  On the issue of peak demand regarding AC.  When doing a cost-effective assessment, 
we are using climate zone specific marginal costs which reflect greater energy value for on-peak 
savings.  Regardless of CPUC process, we are recognizing this in our planning. 
 
Mahone:  At the last PAG, I raised a question about lost opportunities and how that is factored in?  I 
suggested that you use some analytical mechanism that would give a higher value for avoiding a lost 
opportunity.  Have you come up with any good ideas on how to deal with that?  Or if not, how are you 
dealing with it? 
 
Fernstrom:  At this time, we are dealing with it in a qualitative way, rather than quantitative.  
Especially with respect to what we think the lost opportunities would yield in future energy savings, if 
developed.   
 
Miller:  On the deemed side, the familiar set-up is a list of measures, savings, and rebates.  We 
realized that similar technologies are often going to different markets.  It became clear that this could 
be an opportunity to create efficiencies in our internal operations.  Plus, the upstream market actors 
were the same in many cases.  We could be more effective overall if we are working with upstream 
actors on their full menu.  Cross-market opportunities, moving upstream, and in climate-sensitive 
areas that we want to emphasize. 
 
Outreach education, training, ET and C&S.  We realized we need to get better at knowing and 
targeting customers with appropriate information.  To do that, we need two things.  First, unify themes 
and images to reinforce each other (as opposed to multiple programs) and be more directive in terms 
of the audience.  The other is for all the technical education and training we do, we need to be clearer 
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about what exactly would make the customer make the energy efficient choice.  The activities need to 
better linked to the decision process.  To do that, we plan to use and broaden our use of entities that 
are leaders in a particular market.  
 
ET funding is increasing.  We have some concern around getting things commercialized.  More is not 
necessarily better.  The question is how to focus on the truly viable products. 
 
Codes and Standards are a valuable and important attribute of the portfolio and we want to continue.  
We know there are savings in a lot of activities, but aren't able to claim them in the current process. 
For example, take the tool-lending library at the PEC.  We have done some follow-up work and 
determined that people use the tools to improve efficiency.  We need to identify a way to quantify that 
savings and get credit for it. 
 
Kelly:  Is there some way we can help to overcome that challenge? 
 
Miller:  We can talk about that.  There is some work going on now, and there will be opportunities in 
future.  We’ll have to work together to make that happen. 
 
Levin:  About simplifying.  If you do more on line, for the more sophisticated measures, ways to 
ensure that they meet terms and conditions will need to be addressed. 
 
Mitchell:  Regarding the Title 24 assumptions of SEER 13 as a baseline.  I've registered a concern or 
objection that I want to reiterate.  At a variety of levels we won't be at SEER 13.  There will be a 
surplus of units that will get sold to the market.  Quality installation is critical to getting the nameplate 
rating. 
On the updates to DEER data, have you updated the ductwork data? 
The cost-effective analysis on central AC, does the equipment or installation analysis include 
financing? 
 
Fernstrom:  On AC, we are doing everything we can to capture all the savings associated with AC 
improvements, including charge and airflow, and ducts.  We are trying to determine if we're currently 
calculating the savings correctly and if there is a technical argument to support revising it.   
 
Mitchell:  I request that SEER 13 units not be assumed as baseline. 
 
Fernstrom:  We can't make a promise to do that, we need to look at how older equipment will leave 
the system.  I agree that just because T20 becomes effective, doesn't mean all units will be SEER 13. 
 
Mitchell:  The equipment is being stock-piled by manufacturers. 
 
Larson:  Yes.  There is a grace period for manufacturers and distributors that allows them to install 
SEER 10 equipment until they run out of those units.  We expect that they will gear up and 
warehouse units in CA to continue to sell them.  We can't stop the manufacturers from doing that. 
 
Mitchell:  In terms of potential analysis, to assume a SEER 13 baseline is inappropriate.  The analysis 
is presented in terms of energy now.  You said at some point, it will be presented in terms of demand 
also.  When will that be? 
 
Miller:  April 13th. 
 

//  Action Item:  Present the portfolio analysis using demand savings instead of energy savings.  // 
 
Mitchell:  Codes and Standards.  Are you working on a process to allow you to count the savings 
toward target? 
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Miller:  Yes.  The case needs to be made in a convincing and quantified way that those savings can 
be relied upon by people charged with operating the system and procurement commitments to 
ultimately deliver power.  It's not just a debate, we need to also quantitatively inform the discussion. 
 
Larson:  It's not just PG&E's discussion.  It's all the IOUs in discussion with the CPUC. 
 
Tam:  Who is on the advisory group for Codes and Standards?   
 
Mahone:  The C&S advisory group is a working group of EM&V and program people within the 
utilities.  The intention is that once group has agreed on draft, then we'll engage a broader group.  
 
Tam:  There is currently only utility staff involved in the advisory committee? 
 
Mahone:  No, there are also CEC people involved and a consulting team. 
 
Tam:  Is CPUC involved? 
 
Drew:  We were invited, but haven't been able to participate. 
 

//  Action Item:  Distribute Codes and Standards draft white paper.  // 
 
Mowris:  I sent a copy of a study by Hirsch to Don Arambula that addresses the issue Cynthia raised 
about SEER 13 units.  Most units with a higher rating don't deliver that performance.  If we assume 
credit for products that don't deliver, we'll have a paper chase rather than real opportunity.  This 
assumes perfectly installed units. 
 
Miller:  Please send to Annette and we will post it. 

 
//  Action Item:  Post Hirsch study regarding air conditioner performance.  // 

 
 
BREAK 
 

Tam:  There are a number of measures with zero energy savings.  Why are they on the list if zero?  
For the gross IMC, are you using new data?  I don't think the results are published yet. 
 
Larson:  The list is current incentive measures.  We took them, analyzed with all the currently 
available information (DEER, E3, etc.) and planned from that place.  We understand the CPUC will 
have a process.   
The key thing about the list is that it is current measures.  We didn't remove current program names.  
On April 13th, we’ll remove names.  The list also has current incentives, not the proposed incentives 
for 2006.  The key thing is what we expect measure savings to be going forward. 
 
Beitel:  Some measures are listed twice, some will be collapsed into a single line, not in two different 
programs. 
 
Kelly:  In SDGE, they are doing a performance offer for residential.  Is PG&E going to do this also? 
 
Beitel:  When we talk about the bid strategy this afternoon, that will be more clear.  It depends on 
whether people bid on that sector. 

 
 
Continuation of Successful Third Party Programs – Annette Beitel 
 

The CPUC said to continue successful programs, but didn't define what successful is.  This is our 
attempt at defining this more clearly.  I'd like to go through the document first, then take questions. 
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For context and background, please remember that the existing programs were selected under a 
different paradigm (focus on HTR).  Going forward, the emphasis is on savings and procuring 
resources. 
 
We have identified four main criteria for defining successful programs. 
 
1. How is the program doing relative to goals.  We know there's no final information, so we'll need to 

use performance to-date.  There was a filing on March 15th, that listed the status of program 
performance.  That is one source of information we'll use for reference.  The report is on the 
CPUC site, and is also supposed to be on CA energy efficiency web site 
(http://www.californiaenergyefficiency.com).  If you can't find it, send me an email, and I'll send it 
to you. 

 
2. Overall cost of the program, in lifecycle energy savings.  We need to consider the cost relative to 

a supply alternative. 
 

3. Is the program consistent with CPUC and procurement objectives?  Is it comprehensive, does it 
focus on cost-effective savings?  Probably TRC and PAC test also. 

 
4. If information-only, is it leading to measurable savings? 
 
Implementer interest.  If interested, provide a proposed budget and savings going forward.  I'd like to 
take any comments and suggestions, descry 
 
Clark:  Is this PG&E's version or will it be the same for all IOUs?  
 
Beitel:  This is PG&E's version.  For context, we've had a lot discussion, but have not been successful 
at reaching a common definition.  However, the items are consistent with the conversations we've 
had. 
 
Mahone:  Where was the disagreement? 
 
Beitel:  Some want to start from scratch, consider not continuing third party programs at all.  PG&E 
believes we have an obligation to continue. 
 
Brost:  Have you considered what percent of the budget would be for existing programs versus bid 
out to new ones? 
 
Beitel:  If we continue existing programs, those continued programs are not coming out of the 20%. 
They'd come out of remaining funds. 
 
Aldridge:  On the selection criteria.  If you had a program in 2002-03, it would be good to add those 
results.  Also recognize that start-up, one time costs are embedded in there. 
 
Beitel:  Maybe break them out separately. 
 
Aldridge:  That would be difficult to do, more of a hunch.  There would be no consistency for 
comparison. 
 
Levin:  If you continue a program, allow someone to point out ongoing costs. 
 
De Snoo:  Also consider long-term opportunities that a program opens up, or new markets not 
previously addressed.  Not as an equity issue, as a resource acquisition issue.  Can it open a market 
that others have not been able to get at? 
 



11 

Beitel:  Can it deliver cost-effective savings others can’t achieve. 
 
Duecker:  Also look at one that is performing well now, but maybe had a slow start. 
 
Beitel:  Perhaps tell us about the performance in the last two quarters? 
 
Canessa:  What is the time frame?  2004 -05 or others through whole history. 
 
Beitel:  Mahlon suggested the whole history, we will do that. 
 
Casentini:  Looking at a program going forward makes a real difference in how you project what you 
can achieve.   
 
Beitel:  We're planning three-year program cycles. 
 
Casentini:  Information programs lead to measurable savings.  Given the different paradigm, will you 
allow someone to say they could add new components that would deliver savings? 
 
Beitel:  If it's a new component, we're looking at something that has a real nexus to the information 
program, rather than just a new component. 
 
Casentini:  Most information programs drive projects to an incentive program.  Is there a possibility to 
add a new component that would bring savings thru the program? 
 
Speaker?:  Can third parties compete with the utility for a program? 
 
Beitel:  We'll talk about the competition and overlap issue.  We're expecting that third parties will bid 
in the utility markets, but we want to maximize savings as opposed to implementing programs that will 
undercut each other. 
 
Casentini:  The cost per energy unit.  Is that the TRC cost? 
 
Beitel:  We will clarify that, there has been some discussion. 
 
Clark:  Do you know what percent of the 80% of the total budget will be allocated to these programs? 
 
Beitel:  No, we haven't determined a fixed percentage of the budget.  We are really looking at success 
and we have multiple objectives. 
 
Clark:  Now, things are wide open.  If there's a fixed budget, is there a cap on how much a third party 
could receive? 
 
Beitel:  There is no fixed amount at this time. 
 
Aldride:  The cost/lifecycle energy savings.  If deliver both electricity and gas savings, what 
methodology is used to allocate the funds to kWh and to therms?   
 
Beitel:  It's based on the forecasted measure mix, Mona will address. 
 
Yew:  Both utility programs and non-utility programs.  For non-utility programs, we used the standard 
89 / 11 split based on our revenue collection.  We don't have specific budget splits.  If it deviates from 
89/11,we would need to know what the correct split should be. 
 
Aldridge:  OK, so it defaults to 89/11 if you don't propose something else. 
 
Beitel :  You could propose a different mix. 
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Moore:  Will IOU programs be held to the same test? 
 
Beitel:  We're certainly aiming for that, and looking for it in bids.  The challenge is that we also want to 
be comprehensive. 
 
Kotowski:  For HTR programs, it's not just percent accomplishments compared to percent of the 
budget spent.   You need to consider plans, how will the program meet goals versus schedule and 
plans. 
 
Beitel:  That is a good place to explain the accomplishments versus budget spent. 
 
Levin:  On item Number 4, is there an opportunity to include a narrative for how people might tweak 
their programs to be more in line with the new goals? 
 
Beitel:  Yes, but we're not looking for a whole new program, it needs to remain consistent with the 
original program intent.  That will be based on judgment, it's not a hard fast rule. 
 
Welker:  What about the tension between comprehensiveness and cost-effectiveness? 
 
Beitel:  We want both.  There is a challenge, and we're trying to develop a definition of what 
comprehensiveness looks like.  It needs discussion and feedback.  We have a proposal, but want to 
discuss it. 
 
Ryan:  If there is an emphasis on one or more opportunities at a site, where there are more 
opportunities, does it make the end-user more or less willing to invest?  In some situations, 
addressing one end-use is appropriate, and not just cherry picking. 
 
Beitel:  These are all good comments, please hold them for the discussion this afternoon.  I'm happy 
to take further comments, but now I'd like to talk about the process. 
 
I plan to revise this document based on the feedback I've received, then send out through contract 
administrators.  We'll try to send out by Monday, then ask for responses regarding how each program 
fits the criteria in two weeks.  We'll work with you to assess, then ultimately we'll have to make that 
decision. 
For those deemed successful, we'll include in the June 1 filing.  We'll get direction on what needs to 
be in there. 
 

//  Action Item:  Obtain direction from CPUC regarding components of June 1 filing.  // 
 

Mowris:  What about market transformation? 
 
Beitel:  It's somewhat less important in a resource acquisition paradigm. 
 
Speaker? Phone:  It's important to have the most recent and complete information possible. 
 
Beitel:  I agree.  We will ask for the most recent so we're relying on the information you think is best. 
 
Schiller:  I have a process question.  What do we do to be consistent with the other utilities?   
 
Beitel:  The process will apply to any third party that works in our territory.  Is it possible to have three 
different processes?  I'll try to get consensus, but we need to move forward. 
 
Casentini:  You'll be sending the third party criteria list, then third parties will respond?  Then you 
have an internal process to decide.  Is that correct? 
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Beitel:  Yes, we'll have a conversation with the contract administrators to inform our decision. 
 
Welker:  The timeline for those responses is two weeks from when? 
 
Beitel:  We'll make it as long as we can.   
 
McDonald:  If a program takes a long time to ramp up, would that be able to be factored in?  If so, 
how? 
 
Beitel:  That will be incumbent on the third party to explain why success may be forthcoming. 
 
Tiffany:  For information and community outreach programs, there's no credit for changing behaviors. 

 
 
Local Government Partnerships – Dave Hickman 
 

Partnerships require time, work and collaboration.  We don't want to eliminate existing partnership 
programs, we want to keep them, though we may have to make some adjustments to align with the 
new goals going forward. 
 
We also plan to give partners and third parties working with local governments an opportunity to re-
formulate their program to better fit into the portfolio.  At the workshop last Friday, we agreed to form 
a sub-committee of current local government partners and those with third party contracts (working 
with local governments) or that are interested in forming new partnerships. 
 
Some items that came out of our experience and the recent workshop include: 
• Partnerships must be well coordinated with other programs, especially delivery channels 
• Establish a quarterly or semi-annual forum to share ideas. 
• Find a way to simplify the contracting process 
• Recognize that partnerships also have to target IDSM 
• Information and education are important, but must be linked to savings. 
• Better understanding of definition of success for each partner 
• Clearly define up-front each partner's contributions 
• Local government partnerships can be vehicles for piloting new ideas 
• Improve cost-effectiveness  
• Better integrate the strengths and attributes of each partner 
• Recognize there are different models, depending on partner's needs / desires 
• Recognize that partnerships require a considerable effort up-front to get them running. 

 
Lahr:  We run the Local Government Energy Partnership (LGEP) program, which is not a utility 
partnership.  Going forward, would we submit through this initiative, or through the third party bid 
process?  
 
Hickman:  The plan now is to make this a partnership.  The sub-committee will develop a two-page 
template.  
 
Carson: To whom and how would they present the information? 
 
Hickman:  To PG&E.  How?  We're not sure yet.  We still need to hammer out details, but are looking 
to move forward very quickly. 
 
Carson:  Is the existing partnership information on PG&E's web site? 
 
Hickman:  Yes, at http://www.pge.com.  Select "business rebates". 
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Welker:  Will there be a similar process and screening for local government programs and third party 
programs? 
 
Hickman:  Our intent is to keep on parallel tracks and have a screen for local government programs 
similar to what Annette has described. 
 

 
LUNCH 
 

Clark (comment received during lunch break):  Would we also consider 2002-03 programs not 
running in 2004 -5? 

 
 
Bidding for 2006-08 - Annette Beitel 
 

• Proposed areas to bid.  Current thinking is that there will be three solicitations. 
1. Targeted markets – comprehensive approaches to a specific market.  Need further 

refinement and feedback.  These are not single measure bids.  Within that solicitation, we 
don’t plan to compare all bids together, rather we would try to compare like bids to like bids.  
The RFP will include all the markets and all the information that we've gathered about each 
market (potential savings, best practices, etc.).  Even though you'll be responding to one 
solicitation, we don't plan to compare bids for different markets. 

2. Innovative.  We expect these programs to have higher levelized costs, but that they would 
ultimately allow us to get to markets using an innovative approach not tried before.   

3. Upstream / midstream proposals where third party would be successful in a market that utility 
doesn't have. 

 
Information and outreach.  We don't plan to bid any new programs.  We also aren’t bidding ET or 
C&S programs.  We see third party bids focusing on deemed, calculated, and up/midstream 
markets.  We'll be seeking third party bids in any markets listed on the chart (market matrix). 

 
• Proposed Criteria.  We've established two categories: threshold and scoring. 

 
1. Threshold criteria.  To be considered, the program needs to meet the criteria listed under the 

threshold category.  Cost-effective using the dual test, TRC and PAC, responsive, 
references, track record, proposed team, financial stability, program theory and logic, 
consistent with CPUC and procurement objectives, feasibility, and comprehensiveness, 
unless not creating lost opportunities. 

2. Scoring criteria.  We will be using energy efficiency as a supply-side resource, so the score 
would be based on levelized costs.  For innovative programs, the weight will be based on 
both innovative and cost.  No specific weight at this time.  Also, WMBDVE status. 

 
• Proposed Process.  We will try to reflect comments received in previous meetings.   We’re hoping 

to bid all uncontested portions of the portfolio after the June 1 filing.  We will need CPUC 
permission to do this.  If the PRG agrees, we hope to start quickly.  If there are some areas we 
don't agree upon, we would wait for that piece.  We'll be working with the ED and ALJ to try to get 
approval to do this.  We also need to define uncontested.  At this time we propose that if 50% or 
more agree, we can go forward. 

 
//  Action Item:  Follow-up with CPUC to obtain approval to proceed with bidding on uncontested portions 

of the portfolio.  // 
 

We envision a two-stage submittal.  It would start with a short submittal.  Then, those that look best 
would move to the next stage.  We will try to have a consistent RFP format across utilities.  There will 
some utility-specific and bid-specific information though.  In RFP, we will include a description of the 
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market, best practices, EM&V studies, and previous programs.  We hope to give you a month to 
respond.  Is that enough? 
Contracting.  We propose to have clear metrics to establish our commitment to timely contracting 
processes up-front and tracking it.  We would like to return to T&M or fixed-price versus 
disaggregating costs.  We propose traditional commercial bidding, fixed price.  If need be, we can still 
use the workbook for reporting.  It's hard for us to use all the information in the current workbook.  
The contract structure for programs in our territory will use our standard general conditions.  If the 
program crosses territories, we'll try to develop a master contract. 
Specific conditions, or the actual work scope.  We will have individually negotiated specific conditions.  
In the proposal, you would submit task, timeline, cost, more like a standard commercial contract. 
Customer contracts.  We want to standardize applications.  For utility programs, we plan to use one 
application for deemed programs and one for calculated programs.  We are open to third parties 
using the applications also.  We also plan to develop some standard forms, such as the access 
agreement. 
 
Avery:  Since this is public goods money, is the process intended to be open so a bidder can get 
information if their bid is not selected.  Can they get information about why and will the criteria and 
ranking be open?  Or if selected, if people request to see how bidders are ranked. 
 
Beitel:   1.  Will we reveal bidding criteria?  We expect to reveal the criteria, but not the weighting.  It 
is a standard practice at PG&E to state the criteria, but not points.  2.  Yes, bidders can receive 
feedback individually.  3.  Will we share where a bid fell in the evaluation, no.  The reason is because 
there is an element of confidentiality associated with how other people did.  We are willing to talk 
about your stuff, but not to share information about others.  It's considered confidential.   
 
Pope:  The one month process you mentioned, does that include both stages? 
 
Beitel:  I was thinking for the second stage.  That also depends on when we get to start the process.  
What would you like for the first stage? 
 
Pope:  Even at the first stage, you have to know the whole thing in your head, really have to do all 
savings and budgeting up-front. 
 
Beitel:  How about one month, one month? 
 
Tyler:  Will you try to stagger the delivery for proposals with the other IOUs? 
 
Beitel:  We want to minimize the burden on you.  Staggering is possible (depending on timing) and 
there may be some statewide. 
 
Clark:  The criteria for scoring, levelized cost.  Are you using a baseline by individual RFP?  Or will 
each be competing against other bids you receive?  Or with past third party programs for that 
segment? 
 
Beitel:  Our initial thought is to compare like programs against like programs. 
 
Clark:  Like third party programs or the whole portfolio? 
 
Beitel:  I'm not sure, thinking about third party programs. 
 
Clark:  Will you be looking at past year's levelized cost to compare against new proposals? 
 
Beitel:  We're expecting to get bids for targeted markets.  Hope to get multiple bids in particular 
markets, and compare those against each other. 
 
Clark:  Is there flexibility within the third party portfolio to shift funds? 
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Beitel:  For both third party and utilities, if the program isn't performing, we will shift funds (if possible).  
In the past, when a program wasn't performing as expected, we worked with the implementer to try to 
make it successful.  There were three that despite our and their efforts, we just couldn't get to work.  
We eventually terminated those programs, shifted the funds to someone else.  It wasn't just a one-
sided determination, it was a process. 
 
Clark:  I suggest you be very clear in the RFP how this will happen. 
 
Beitel:  That is typically done in the contract.  We'll try to make it clear there. 
 
Tam:  At the statewide PAG next week, there is a discussion of fund shifting on the agenda.  Then file 
proposed fund-shifting rules.  
 
Mahone:  Is it possible to work out advance payment when large incentive dollars involved?  For 
small companies, the normal labor cost is fine, but when you're distributing a lot of incentives, it can 
cause a cash flow problem. 
 
Beitel:  There are some solutions, we’d work to try to find some solutions.  Have done some things in 
the past, but there is a concern about fraud.  If we distribute public funds, we need to make sure it's 
controlled properly, perhaps with options insurance, other methods. 
 
Casentini:  I have a comment on the two-stage process.  1st round, passing a threshold.  I 
recommend going further than that.  It should be screening process and only those with a good 
chance of success go to round two.  How do we calculate the levelized cost?  
 
Beitel:  We are in the process of developing a calculator.  It will be part of the bid package. 
 
Yew:  We have a draft that's near ready, probably a couple weeks out. 
 
Casentini:  It won't be ready for this round where existing third parties are submitting their proposals. 
 
Beitel:  That's a good point.  We are scheduled to find out the filing schedule Friday, then we will try to 
set schedule. 
 
Casentini:  Even if the calculator isn't ready, some guidance would be helpful.  In this round, will there 
only be three year programs?  Will the majority of funds go out to bid initially? 
 
Beitel:  We envision some three year, and some staggered.  The more established programs will 
probably be three year.  The innovative programs will probably have shorter cycles. 
 
Schiller:  Would government entities bid on these for partnerships?  Or only private parties? 
 
Beitel:  This is more for private entities, with local governments going through the other process that 
Dave described. 
 
Schiller:  Why aren't you using third parties for ET and C&S? 
 
Beitel:  1- Both programs already bid out a large amount of funds 2- To be successful, the efforts 
need to be very coordinated.  Even with our other coordination activities, we see that this really needs 
even more. 
 
Schiller:  Those seem to be two areas where innovation is important to success.  
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Cohen:  Part of the question is what is an emerging technology?   Something just out of the lab, or 
something else?  A lot of third party programs are emerging technologies, but it seems that the PG&E 
definition is focused earlier in the process. 
 
Kelly:  Will you apportion a certain amount to different market segments? 
 
Beitel:  By April 13th, we'll have expected savings and budgets, that will be a guide.  It could be 
revised based on other proposals.  We expect utility programs and local government partnerships to 
serve those markets also.  It will require some coordination, probably on case-by-case basis.  Could 
be geographic. 
 
Kelly:  We have discussed regional proposals supporting multiple local governments. 
 
Beitel:  Where would this fit in the track?  May come out of the local government process. 
 
Chang:  Can you expand on PG&E's ideas about how third party programs would be able to displace 
utility programs? 
 
Beitel:  We don't see it as displacing.  There's a lot of potential, we need to coordinate if there is more 
than one actor going after a market segment.  We can't do it all ourselves. 
 
Gilbart:  For the three different RFPs, it would be good to know how much is available for each so 
bidders can focus their energy. 
 
Beitel:  On the 13th, we'll have savings and funding across the markets.  On bidding, we'll probably 
have less than our total listed, (minimums). 
 
Pope:  The Nonresidential not broken out is not subject to third party bids? 
 
Beitel:  Yes, we expect to have specific utility efforts by market, also looking for third party efforts.  
Plenty of work for all. 
 
Casentini:  So you could even duplicate as long as you make a case for how you'll coordinate.  
 
Beitel:  Yes, the CPUC wants competition, but we want to make sure it's productive, and will increase 
savings.  If it turns out that a third party program is more successful than a utility program, then 
ultimately more funding will go to the third party. 
 
Avery:  Some discussion of ET that is different than this criteria.  Is there a separate discussion about 
soliciting third party proposals? 
 
Beitel:  Based on our feedback, for the next PG&E PAG meeting, we will have a discussion around an 
ET solicitation. 
 

//  Action Item:  Discuss possibility of third party ET program solicitation.  // 
 
Sokolsky:  Is there an opportunity to partner with PGE to propose something?  Will there be closer 
coordination than earlier solicitations? 
 
Beitel:  Initially, we haven't given that a lot of thought.  It can be an action item.  We will discuss and 
report back on April 13th.  RFP will have a section on what utility support you need to be successful.  
Overall coordination.  Previously, the idea is that the CPUC selected the programs, so there was not 
a lot of coordination.  Going forward, we plan to have cross referrals and greater coordination.  The 
nature of coordination activities will have to on a case-by-case basis.  It's hard to have one size fits all 
coordination principles.  Some elements are consistent across program types, others will vary. 
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Tam:  I think it's a great idea for PG&E to partner with third parties, but those would have to be taken 
out of 80%.  Why aren't you splitting the residential market into single family and multi-family?  
 
Beitel:  There is a paradigm shift.  We're looking at deemed savings, so there's only one set of 
savings, rather than splitting into single and multi-family. 
 
Tam:  Don't you need to reach out to the MF sector differently because of split incentives? 
 
Miller:  When you consider a technology, such as pool pumps, it's the same technology across many 
markets.  It may be that the key channel is the maintenance or sales person.  Standard divisions from 
the past may not be the best. 
 
Clark:  I think she was referring to the tenant. 
 
Miller:  Yes, we've had these divisions and also some problems.  We’ve discovered some new ways 
of looking at it, and we may not be dealing with the same market actors. 
 
McDonald:  I don't want to harp on the MF issue, but we have a program that targets MF housing.  
The issue is not just who you're reaching.  There are certain infrastructures and decision making 
processes, budget cycles, etc. to make a decision.  You could be working through a contractor or 
distributor to get decision made in some multi-family projects, but not necessarily in affordable 
housing.  Would you allow proposals that target this area? 
 
Beitel:  Our solicitation would include both SF and MF.  It doesn't preclude taking a different 
approach. 
 
Gilbart:  When the RFP is issued, it would be helpful to identify utility programs and partnerships and 
the ongoing third party programs to assist with tailoring the bid.  
 
Beitel:  The June 1 filing will happen before the bidding process, so that information will be available.   
 
Pope:  How will you disseminate information that you get this Friday from the CPUC? 
 
Beitel:  I suspect that the information will be disseminated at the April 7th statewide PAG meeting. 
 
Drew:  We'll shoot for the 7th.  If not, probably the 13th.  There may not be enough time in the meeting 
Friday to address all issues. 
 
Casentini:  Where is the April 7th meeting? 
 
Beitel:  At the PEC. 
 
Welker:  Access agreements.  Third parties have developed some good forms, what will you use as 
the base? 
 
Beitel:  Mahone developed a form that we'll probably use as a base.  The idea is to minimize legal 
review.  We will be presenting this material again at the next PAG on April 13th.  We'll try to respond 
to comments today to develop the ideas.  We will also have savings per market sector for the full 
three years, and and hopefully some guidance on the filing. 
 

 
Optimizing Third Party Contributions to Meeting Energy Efficiency Goals – John Graham 
 

• Contractor versus utility speed 
• Utility brand—increased customer trust. 
• Internal utility communications – it's important to let all staff know work is going on 
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• Utility and private firm financing—should go to most efficient entity 
• Flexibility on both sides 
• RFPs may not bring you the best results.  Sometimes just a RFQ is necessary. 
• All need clearer understanding about each other's strengths, needs 
• Need to acknowledge local concerns beyond energy efficiency—economic development, 

environmental impacts, technology migration, and others. 
 
 
Contractor Perspective on Program Design - Robert Ofsevit, Stan Walerczyk 
 

Ofsevit:  We need predictable, consistent programs.  Bonus programs are not helpful in the field.  It's 
hard to educate in time, and some projects have a long timeframe, increases uncertainty, etc. 
 
Express program reservation time needs to be increased to 90 days.  
 
Stan Walerczyk:  Some second generation T8s have lower lamplife than T12s.  Should mandate 3rd 
generation.  Also mandate extra-efficient T8 ballasts. 
Allow instant start ballasts with occupancy sensors, as long as delays are set for 12-15 minutes.  
They have a more efficient lumen/W than program-start ballasts.  In addition, they cost less and are 
easier to install. 
 
Consult with field experts! 
 
Graham: Why did you say we should announce new programs by June 1? 
 
Ofsevit:  It's an ideal /dream date.  We really just want advance announcement so we can plan 
appropriately. 
 
Beitel:  We want to move to higher standards for many components.  Does it make sense to have 
both lower levels and higher, or just move to higher? 
 
Walerczyk:  Go to the higher standard.  Why leave the savings on the table?  There are a lot of T8 to 
T8 retrofits occurring now.  Could just do it right the first time. 
 
Ryan:  When replacing, small businesses often can't find the right lamps.  The next retrofit opportunity 
faces a very large barrier.  We need to incorporate a supply channel as part of programs. 
 
Walerczyk:  Yes, we're working on this issue in the Title 20 arena also. 
 
Ryan:  We're also seeing snapback to T12s. 
 
Beitel:  A comprehensive approach.  There's been a lot of discussion about not just focusing on one 
end-use, like lighting.  Would it work from your perspective to require something in addition to 
lighting?  Also, hearing from our PAG members, there aren't enough contractors to do all the work.  
What can the utility do to increase contractor pool? 
 
Ofsevit:  In my experience, there are a lot of contractors and competition. 
 
Walerczyk:  With programs fading and coming back, it's hard to keep qualified people. 
 
Ofsevit:  The program changes and instability contribute to this also. 
 
Walerczyk:  The save energy message is the same.  Now, the message should be quality of life, 
customer and staff satisfaction, etc. 
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Beitel:  What about requiring other end-uses?  Would that work in your business model? 
 
Walerczyk:  It takes a full time effort to stay up on lighting.  If I try to incorporate HVAC, I lose my 
lighting expertise.  Maybe partners with the appropriate expertise. 
 
Fernstrom:  Can you address the connection to DR? 
 
Walerczyk:  Dimming ballasts are energy hogs.  2 lamp fixture with dimming ballasts often requires 
64Watts.  An extra efficient ballast cuts that to 53W.  There are other strategies that can work also. 
 
Fernstrom:  So, you would recommend a thoughtful layout with stepped dimming. 
 
Stan:  Yes. 
 
Robert:  There is a lot of discussion about peak load discussion in the industry.  Yet there are so 
many basic opportunities that we haven't taken advantage of yet.  We should concentrate on the 
more practical, easy to implement, lower cost opportunities that save energy all the time, not just at 
peak. 
 
Kelly:  Comprehensive.  It may be too much of a stretch to extend to other end uses, but we should at 
least be doing a comprehensive lighting retrofit. 
 
Walerczyk:  I agree.  You should mandate that if you do lighting, you must do all the lighting. 
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Action Items. 
 

1. Present the portfolio analysis using demand savings instead of energy savings.   
2. Distribute Codes and Standards draft white paper.   
3. Post Hirsch study regarding air conditioner performance.   
4. Obtain direction from CPUC regarding components of June 1 filing.   
5. Follow-up with CPUC to obtain approval to proceed with bidding on uncontested portions of the 

portfolio.   
6. Discuss possibility of third party ET program solicitation.   
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Comments received from Doug Mahone via email March 31, 2005 
 
 
Annette -   
 
Overall, I'm pleased and impressed with the thinking that's going in to the development of the portfolio, as 
presented at yesterday's public workshop. 
I've prepared these notes to highlight a few points that I think need greater emphasis. 
 
1) Lost Opportunities -  
 As I mentioned following the last PAG meeting (see below), I think the subject of lost 
opportunities is not being dealt with adequately.  While I understand that the program planners are 
thinking about ways to avoid lost opportunities, this thinking is not being incorporated into the analytical 
work supporting the planning.  Unless this is done, program elements that address lost opportunities will 
not necessarily get the resources they need, in competition with other program elements. In discussing 
this with Gary Fernstrom, we hit upon a possible mechanism to address this problem.   
 Lost opportunities can be thought of in terms of transaction costs.  If a measure is installed as 
part of a comprehensive efficiency upgrade to a building, its transaction cost (contacting the customer, 
filling out the application, processing the incentive, etc.) will be spread out among all the measures.  On 
the other hand, if the measure is not installed the first time the program addresses the building, then the 
transaction must be repeated again at a future date and the transaction costs will be higher.  A good 
example is lighting system upgrades in an industrial facility.  If the facility is participating in a process 
equipment upgrade program, and the lighting upgrades are not done at the same time, then the lighting 
upgrades will be more costly at some future date when the program comes back looking for more 
savings. 
 If the program planning assumes the same transaction costs for lighting upgrades, whether done 
as part of the comprehensive activity or as a stand-alone activity, then the planning is not accounting for 
lost opportunity costs.   
 That said, once you get past the planning stage, the issue may become moot.  In running the 
program, if lost opportunities are properly captured in the initial program contact, then the reduced 
transaction cost will help to improve the TRC of the program.  The missed opportunities will turn up as 
worse TRCs in the future when the measures do get installed at higher transaction cost. 
 This discussion does not even consider the lost energy savings from missed opportunities.  In my 
example, if the lighting upgrade is not done at the same time as the process equipment upgrades, then it 
may be several years before the lighting system is upgraded.  Those are several years of savings that 
have been missed. This type of lost opportunity would be more difficult to quantify analytically, but it is a 
real effect. 
 
2) Time Dimension of Savings -  
 The discussion and citations I provided below in my previous message are still pertinent.  The 
presentation yesterday of the market sector allocation of savings opportunities was all for a single year 
(2006).  This is not realistic.  It encourages people to continue with the simplistic assumption that the 
dollars spent in 2006 will produce savings in 2006.  While this assumption might be true for a screw-in 
CFL, it is certainly not true for a chiller system upgrade which could take until the next year to be 
operational, or for a new office building which could take three or four years to become operational. Even 
a screw-in CFL will only produce a few weeks of savings, not a year's worth, if it's not installed until 
December.  Clearly the dollars spent in 2006 will not produce all of the 2006 savings goal. 
 One of the problems with this simplistic way of thinking of program savings is that it pushes the 
program planners to shoot for the immediate savings.  This was obvious yesterday, when the largest 
target (by far) was identified as residential lighting efficiency.  This is the short-term savings producer of 
choice.  But the longer term savings opportunities get lower priority and fewer resources as a 
consequence. 
The portfolio needs a balance of short- and long-term investments, and so the planning needs to deal 
with the time differences acknowledged. 
 In discussing this problem with people yesterday, one response I got was, "Yes, but it's too 
complicated to deal with this time dimension."  Another response was, "Of course it's a simplified 
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approach, but if the time-delayed savings from 2005 and 2004 and earlier are coming in during 2006, it all 
balances out."  These are reasonable perspectives, especially while we're still in the early stages of 
scoping out the portfolio, but they won't solve the problem of how we plan for and book savings in 2006 
and beyond. 
 One way to think about this is that every program investment in a given year will generate a 
stream of savings in the first and in future years.  Some of the savings streams only start once (e.g. this 
year's CFL change-outs), but their savings will continue for the effective useful life of the measure.  Other 
investments, like a codes & standards upgrade, will produce new savings every year for many years (as 
new buildings are built), and each of those years' savings will have a lifetime of its own.  These are very 
different savings streams.  We need an analytical framework that plans for these different savings 
streams, as well as a system to "book" the savings as they come online. 
 There's an important issue lurking behind this, one that I have not heard discussed in any of the 
PAG meetings: A substantial fraction of the 2006 savings goal will have to be met with savings from prior 
program years. The 2006 savings matrix completely ignores this reality. 
The utility planners are at some point going to have to explain this to the CPUC and the public, and not 
everybody is going to recognize why this is so.  There could even be active opposition from some who 
may assert that pre-2006 programs should have no influence on the new regime of savings. This issue 
needs to be addressed head-on and explicitly in both the program planning and the booking of savings. 
It's more than an accounting problem. 
 The Codes and Standards White Paper that I am working on discusses these issues, because 
C&S programs are the most extreme case of time-delayed savings, but it really applies to almost all 
programs. 
We must work out the mechanisms for counting time-delayed savings, so that we can properly account 
for them in designing programs and for meeting the savings goals. And we must make sure that people 
understand the time delays and agree that they must be counted. 
 
3) Deemed Savings - The portfolio is clearly planning to rely heavily on deemed savings measures.  This 
is fine, but the programs must take account of Title 24 trade-off practices to ensure that the savings from 
a deemed savings measure is not traded-away.  That would produce zero savings.  This is primarily a 
new construction problem, but there are also retrofit situations where it is pertinent (especially air 
conditioner replacements).  I've pointed this out before, and I'm sure the program planners recognize this 
issue, so I'll just post this reminder. 
 
4) Statewide Partnership Program - There has been a lot of discussion about how third-party programs 
will be able to use the utility program brand, will use a common application process, will be transparent to 
the customer through the clearinghouse and user-interface.  This is all to the good, in terms of unity of 
marketing and avoiding customer confusion about multiple offerings. 
 It also provides an opportunity to create a broad-based industry partnership that could greatly 
expand the effectiveness of the portfolio.  I don't know what the overarching brand or brands will be for 
the portfolio, but let's assume that it's Flex Your Power for the present discussion.  There should be a 
"Flex Your Power Partners" 
program to go along with the utility programs.  A Flex Your Power Partner could be any vendor or service 
provider who provides energy efficiency products or services.  Partners would be able to use the logo in 
their advertising, and would be listed in customer referrals.  In turn, the Partners would agree to 
participate in cooperative advertising and promotion with the program. 
 Such a partnership program would give the portfolio dollars huge leverage through the partner's 
advertising dollars and other promotion efforts.  It would also give the portfolio programs a direct link to all 
the partners and their services, to coordinate their efforts with the program offerings.  It should be a win-
win proposition. 
 I think of this as a big energy efficiency bandwagon lead by the utilities.  It would be a way for 
virtually all the energy efficiency providers to join in the parade.  It would produce a much bigger splash in 
the market than the utility efforts alone could produce. 
 The Energy Star partners program is a decent analogy to what I'm proposing here, but it has a 
narrower focus on Energy Star products. The California savings goals are so large, and there will be so 
much activity needed in all sectors in California to meet those goals, that a vigorous partnership program 
focused in California should have an even bigger effect on the market than Energy Star (which could be a 



24 

subset of this Flex Your Power Partnership program). The bandwagon could become irresistible... state 
and local politicians will want to jump on board, providers across the industry will clamber to join, 
customers will hear about it from all sides.  Because of its leveraging capability, it should also be highly 
cost-effective. 
 I recommend that a really big partnership program be included in the marketing/outreach 
component of the portfolio. 
 
I hope you will forward these notes on to my fellow PAG members, to help their thinking about these 
issues. 
 
Doug. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


