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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking on the Commission’s Proposed Policies and Programs Governing Energy Efficiency, Low Income Assistance, Renewable Energy and Research, Development and Demonstration.


Rulemaking 98-07-037

(Filed July 23, 1998)

ADMINISTRATIVE LAW JUDGE’S RULING

REGARDING PAY-FOR-MEASURED

SAVINGS PILOT PROJECT

The Energy Division has recently brought to my attention that the Joint Utilities began, at the end of December, 2000, their study on input from contractors and utilities in other states that have implemented a pay-for-measured savings approach, as ordered in Decision (D.) 00-07-020, Ordering Paragraph 3.
  The Energy Division indicated that the results from this study will not be available until January 24, 2001.

As discussed in more detail below, this ruling (1) grants a one-time, two-week extension (i.e., to February 15, 2001) to the Joint Utilities in filing their pay-for-measured savings pilot application(s) so that they can incorporate the study results in the pilot proposal’s development, (2) specifies the required contents for the application(s), and (3) requires that the Joint Utilities include Energy Division staff in developing their pilot proposal.

Measurement of Savings Approaches for Contractor Payment

In describing why a pay-for-measured savings approach should be tested on a pilot scale, the Commission, in D.00-07-020, emphasized that the achievement of savings for low-income customers should be a major goal of program implementation:

“We find considerable appeal in the concept of paying contractors based on bill savings, rather than solely on the number and type of measures installed in each home.  As discussed above, focusing on measure installations as verified by inspections is really a proxy for a major goal of the Commission and Legislature for this program: meaningful bill savings for the low-income customer.  It is reasonable to initiate a pilot to implement and test an approach that directly measures the achievement of this goal.”  (D.00-07-020, mimeo., p. 99.)

In my December 22, 2000 Administrative Law Judge’s Ruling Regarding Pay-for-Measured Savings Pilot Workshop Report, I provided clarifications and guidance on developing the pay-for-measured savings pilot for consideration by the Commission:

“With regard to the measurement of savings, I do not believe that a payment approach based only on deemed savings is consistent with the intent of the pilot, as some workshop participants propose.  The quid pro quo for allowing contractors some flexibility in achieving savings (rather than focusing on measure installation) is to really measure the results, e.g., via post-installation billing analysis.  As indicated in the decision, we have already adopted measurement protocols along these lines (“ex post” protocols) in the Annual Earnings Assessment Proceeding (AEAP).  At the same time, the decision recognizes that extended withholding of payment for installed measures (as we have done under our AEAP ex post measurement protocols) may affect the financial viability of participating contractors.

With this guidance in mind, I think that a combination of up-front payments based on deemed savings, with a true-up process based on ex post measurement seems reasonable.  The workshop report only discusses the concept of evaluating savings using billing analysis after the pilot is completed.
  Today’s ruling is not intended to preclude consideration of other ex post measurement approaches to determining, post-installation, what the LIEE program saves in energy usage under the pilot.

Workshop participants note that the pilot needs to somehow recognize or accommodate for the fact that some LIEE measures may increase consumption usage, such as the repair or replacement of non-working equipment in the home.  Some adjustments to contractor payments may need to be made for these types of measures.”

The public input workshop conducted on January 16, 2001 and an analysis of pay-for-measured savings type projects conducted in other states should provide valuable information and insights on alternative methodologies to measuring ex-post savings, as well as other aspects of using a pay-for-measured savings approach to the LIEE program.  The Commission has clearly stated its goal for the LIEE program of producing and demonstrating meaningful bill savings for the low-income customer and exploring an approach that directly measures the achievement of this goal.  Measuring savings is a very important component of attaining this goal.  In order to facilitate the Commission in deciding on the appropriate savings measurement approach for this pilot, the utilities should include several alternate options for measuring the savings, including the pros and cons of each of the alternate option, when submitting their applications for the pay-for-measured savings pilots. 

Because the study of the input from contractors and utilities in other states that have conducted a pay-for-measured savings approach was started late, it is uncertain that the utilities will have enough time to consider the results from this study in the design of their proposal.  I am granting a one-time two-week extension to the utilities in filing their proposal to permit the utilities to incorporate study results in the development of their pilot proposal (especially other states’ measurement approaches).  The utilities shall file their application(s) describing their proposed pay-for-measure savings pilots no later than February 15, 2001.  In their application(s), the Joint Utilities shall include their pay-for-measured savings pilot proposal, a copy of the consultant study, and alternate measurement approach option papers, including the pros and cons of each approach.

Coordination with the Energy Division

In D.00-07-020, the Commission directs the Joint Utilities to coordinate closely with each other and staff from the Energy Division, in developing the pilots, so that the pilot designs and evaluation approaches are standardized.
  

I want to emphasize that in order to ensure effective coordination of the development of the Joint Utility Pay-for-Measured Savings proposal, Energy Division must be included in all meetings and discussions, either telephonically or in person, to develop the joint proposal.

Dated January 17, 2001, at San Francisco, California.



  /s/ MEG GOTTSTEIN by S.K.



Meg Gottstein

Administrative Law Judge

CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of the original attached Administrative Law Judge’s Ruling Regarding Pay-For-Measured Savings Pilot Project on all parties of record in this proceeding or their attorneys of record.

Dated January 17, 2001, at San Francisco, California.

    /s/   FANNIE SID

Fannie Sid

NOTICE

Parties should notify the Process Office, Public Utilities Commission, 505 Van Ness Avenue, Room 2000, San Francisco, CA  94102, of any change of address to insure that they continue to receive documents. You must indicate the proceeding number on the service list on which your name appears.

�  The following utilities form the Joint Utilities group:  Pacific Gas and Electric Company; San Diego Gas and Electric Company; Southern California Edison Company; and Southern California Gas Company.


�  December 1, 2000 Workshop Report on the Pay-for-Measured Savings Pilot Project, p. 18.


�  D.00-07-020, p. 101.
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