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PG&E Peer Review Group (PRG) Meeting #1 
Pacific Energy Center 

April 6, 2005 
 
 
Attendees: 
Audrey Chang, Devra Bachrach, NRDC 
Tim Drew, Zenaida Tapawan- Conway, CPUC Energy Division 
Bill Pennington, CEC 
Annette Beitel, Steve McCarty, Duane Larson, Mona Yew, Jim Turnure, Pat Lawrence, Dave Hickman, 
Gary Fernstrom, Misti Bruceri, PG&E 
 
By Phone:  
Christine Tam, ORA 
Cynthia Mitchell, representing TURN 
 
Welcome – Tim Drew 
 
Introductions – All 
 

Drew:  I'd like to begin with a review of the status of current programs, highlight successes, 
challenges and lessons learned.  Describe how you are using this information in your planning 
process.  Identify the concepts, driving forces, etc. that led to the program design.  Also, provide a 
summary of how PAG input feeds into the planning and your decision-making process that and why a 
program will be selected or dropped.  Also, please review the third party bidding process and how you 
expect the programs to fit into the portfolio. 
 
Bachrach:  It would also be helpful for you to provide an overview of your internal structure and the 
process for planning and bidding.  When you are talking about the areas to be put out to bid, can you 
also discuss how you made your decision?  The administration decision states that the bid process 
should target areas for improvement or innovation.  Hearing why you made one decision or another 
would be helpful.  I'd also like to hear the same information with respect to what percentage of the 
total portfolio will be competitively bid. 
 
PRG members have discussed what the PRG will be looking for to evaluate the application. 
 
Beitel:  Tim and I talked about this previously, and we have a draft outline.  I'd like to discuss it, 
explain what we have completed, and when we can complete the other sections.  We currently have 
a draft of the outline.  Some pieces will be complete by April 13th.  We'll have additional detail by the 
Monday before the final PRG meeting.  I want to make sure the PRG is comfortable with our proposal 
and also get input on additional items the PRG wants, and some additional items PG&E would like to 
present that the other utilities may not include. 
 
Tapawan-Conway:  What's driving the overall portfolio plan?  Is it a long-term perspective, and if so, 
how are you incorporating that into the 2006-08 planning? 
 
Beitel: We will discuss this in our presentations this morning. 
 
Drew:  Let's begin with a discussion of existing programs.   
 
 

Status of 2004-05 Residential Programs – Pat Lawrence 
 
• Appliance Recycling – on target 
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Tam: Was the age limit a barrier? 
 
Lawrence: Don’t believe so. 
 
Tam: So if program is on target, not a barrier. 
 
Lawrence: Think I’d agree. 
 

• CA EnergyStar New Homes - fully subscribed, spending on track 
 

Pennington:  Does the fact that it's fully subscribed already indicate to you that we should add 
funding? 
 
Tam: Or reduce rebate? 
 
Lawrence:  With the 2005 Standards becoming effective in October, a lot of people got their 
documentation in early.  We are looking at fund shifting flexibility.  There's way more demand than we 
can fund. 
 
Larson:  Also, this program has a lot of opportunities but is less cost-effective than others, especially 
with the success of the codes and standards program.  Moving more funds to it moves us away from 
the goal.  It's a balance. 
 

• Multi-family - On track. This program received additional gas funds equal to $1.4M, so we are adding 
more gas measures.  This program takes reservations; then in 60 days we see how many 
applications come in, then the projects are committed.  The spending looks low but there is demand 
for the program. 

 
Residential Procurement Programs 
 

There was a big demand in 2004, so we spent into the 2005 budget.  We've added a series of HVAC 
measures for residential new construction, and the contracts for charge and airflow services are 
signed and ready to begin.  We expect to be fully spent by the end of the year. 
 

• Single Family program – This program received several funding additions last year.  $3.7M in Q3, and 
$3.9M in natural gas funding in December.  There is always a demand for residential rebates. 
There are two main categories of measures; lighting and retrofit.  Lighting is behind in March, and we 
expect to catch up by May.  The reason is that many CFLs are manufactured in China, and the 
Chinese New Year delayed some shipping.  On the retrofit side, this is the beginning of the appliance 
promotion seasons for retailers.  Our retail partners will begin more advertising soon. 
 
We started implementing online rebates.  Customers log in to our e-billing system to submit the 
application.  At this time, they still have to submit a hard copy of the paperwork.  So far, there have 
been 2,200 apps submitted online, with no advertising.  We’ve paid 131 – taking average 5 days to 
pay.  Two years ago, we posted PDF applications, and now, 65% of all applications we receive are 
downloaded from our site. 
 
Bachrach:  How do you deal with the proof-of-purchase documentation? 
 
Lawrence:  They still need to send it in. 
 
Bachrach:  So, the customer submits everything else online, then they send in the documents? 
 
Lawrence:  Yes.  We are just about to send reminder postcards out, as we have several applications, 
for which we haven't received follow-up documentation. 
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Drew:  What percent of the single family program savings is from lighting? 
 
Lawrence:  The lighting budget is $12.9M for two years.  We have reached approximately 60% of 
goal to-date.  I don't have the exact numbers off the top of my head, but I will send them to you. 
 
Mitchell:  I have them electronically.  I can send them. 
 
Fernstrom:  I would estimate approximately 65 - 70%, but I can't say for sure. 
 
Mitchell:  The total goal for the single family program is  42MW and 201GWh.  The lighting goal is 
22MW and 185GWh. 

 
Lawrence:  OK. 
 
• Education and Training, which is the Stockton Training Center has a full schedule of classes. 

 
• Energenius exceeded the program's two-year goal in 2004.  We're still getting requests, and still 

implementing the program. 
 

• Home Energy Efficiency Surveys (HEES).  Our spending has been lower than expected, but we have 
already exceeded the goals.  There is strong demand for on-line and mail surveys.  We also just 
released a version of the survey in Vietnamese. 

 
 
Business Energy Efficiency Program Status - Greydon Hicks 
 

Before I begin presenting the data, there are a number of caveats.   
 The data is to-date, so it will be slightly different than the numbers in the March 15 filing.   
 The data represent both committed and paid projects.   
 The procurement goals for the two year period were to achieve 33% in 2004, and 67% in 2005.  

So, when I say we're at 50% for example, we're actually ahead of our forecast. 
 The numbers won't exactly match the monthly reports as they come from two different sources. 

 
• Standard Performance Contracting (SPC).  This program is at 66% of the PGC demand goal, and 

92% of the electric energy goal.  We have also achieved 44% of the procurement demand goal and 
83% of the energy goal.  We have exceeded the therm goal and are at 184% of our forecast. 
To-date, 62% of the incentive funds have been spent. 

 
Drew:  Do you know what the predominate gas measures are? 
 
Hicks:  I don't know specifically, but we had some very large gas projects in 2004.  They are probably 
boilers or heat exchangers.  There were a couple of refinery projects that were very big.  You need to 
note that you can't always land a huge project every year. 
 
Tapwan-Conway:  The data here and the data in March 15 spreadsheet are not consistent? 
 
Hicks:  That's right, they are slightly different. 
 
Beitel:  Do you know why the budget spending is so much lower than the achievements? 
 
Hicks:  Getting the energy savings has been easier than the demand targets.  The demand 
achievements are more consistent with the spending.  We are trying to skew our marketing and 
delivery to balance out kW and kWh savings. 
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• Savings By Design (SBD).  SBD have achieved 47% of the PGC demand goal, and 63% of the 
electric energy goal.  We have also achieved 55% of the procurement demand goal and 73% of the 
energy goal.  We have exceeded the therm goal and are at 509% of our forecast.  48% of the 
program incentives are paid to-date.  We expect to achieve both the energy and demand goals. 

 
Drew:  I have two questions.  How is the incentive calculated, and do you verify each project? 
 
Hicks:  Yes, we have post-installation inspections.  The program baseline is Title 24. 
 
Drew: For every project. 
 
Fernstrom: Yes. 
 
Fernstrom:  I want to clarify that the field verification is that the measures are actually installed.  The 
savings is based on the as-built version versus base case. 
 
Hicks:  That's a good point.  We commit the funds based on calculated savings, then we verify on-
site, and the customer gets the on-site incentive. 
 
Pennington:  Can you clarify, is the savings based on modeling or measured data? 
 
Fernstrom:  The savings are modeled, but the incentive is based on actual installations.  We re-do the 
calculations after we field verify the project was completed as specified. 
 

• Audits.  We have completed 13,000 audits, which is 69% of the two-year goal.  In addition, many 
(about 70%) are hard-to-reach.  The program has spent 51% of the budget. 

 
Pennington:  How do you choose what buildings to audit? 
 
Hicks:  A lot is by customer request.  Some are done by our account services representatives.  The 
audits are integrated, and include all demand-side options.  Smaller customers usually request the 
service. 
 
Pennington:  So, your marketing people are looking at higher energy users? 
 
Hicks:  Yes, they are typically dealing with their assigned customers.  But, this doesn’t mean we 
refuse others. 
 
Drew:  Do the hard-to-reach achievements reflect PG&E's focus on hard-to-reach? 
 
Hicks:  Yes, I think so.  Also, the smaller phone surveys are targeted toward hard-to-reach customers. 
 

• Integrated audits. This program is funded through procurement source.  It is at 50% of two-year goal, 
and 43% of the budget spent.  We expect to meet goals. 

 
Beitel:  Do you think the integrated audits are really leading to demand response or self-generation 
projects? 
 
Hicks:  I think it is definitely increasing customer awareness.  We don't have tangible results about the 
effect yet.  Program is a little over a year in place. 
 
Tapawan-Conway:  Where is that program in the spreadsheet? 
 
Hicks:  It is listed under the procurement section, Nonresidential Integrated Audits. 
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• Upstream Motors / HVAC.  This program is also on track to meet goals.  It is at 54%of the PGC 
demand goal, and 58% of the electric energy goal.  We have also achieved 60% of the procurement 
demand goal and 55% of the energy goal.  55% of the budget has been spent to-date.  There is some 
concern that we may run out of funds prior to year-end.  If that happens, we may shift some 
procurement funds here.  It's a very effective program, we want to make sure we focus on the most 
cost-effective programs. 

 
• Express Efficiency.  This program has experienced many challenges, especially on the procurement 

side. 
On the PGC side, it is at 55% of the demand goal, 60% of the electric energy goal, and 119% of the 
natural gas goal.  We have spent 67% of the budget.  This program typically has the hockey stick 
participation effect, we receive a lot of projects at the end of the year.  I believe this is partly because 
of previous end-of-year sales, incentives.  We stopped that in 2004.  In 2005, we are trying to have 
sales or promotions up front.  That is one of the reasons for the Super Savers program filing. 

 
• Renters rebate program.  We are working with SDGE on this, hoping to stimulate more activity.  The 

split incentives cause barriers, and we are trying to overcome this. 
 

Drew:  What sort of businesses? 
 
Hicks:  Many small businesses, small retail, food outlets, restaurants, etc.  The program offers higher 
incentives to help overcome barriers. 
 
Drew:  Is that instead of a sale? 
 
Hicks:  We've talked about other possibilities including vendor bonuses or SPIFs.  The difficulty is that 
marketing funds are really tight, and we can't use incentive funds for vendor marketing. 
 
Fernstrom:  If you use that money to provide vendors an incentive to increase productivity, wouldn't 
that be a good thing? 
 
Hicks:  Yes, more flexibility would be very helpful.  We're working with the CPUC on this issue now. 
 

• 500 Plus Peak program.  This program began in October 2004.  It is currently at 9% of the demand 
savings, and 11% of the energy savings goal.   
 

• Building Operator Certification (BOC) and Food Service Technology Center (FSTC).  Both programs 
are on target, and exceeded goals in 2004.  They will both meet and exceed the goals in 2005. 
 

• Emerging Technologies (ET).  We have 10 projects in 2004, and are working on another 10 in 2005. 
 

Pennington:  At the ET summit, I learned there is a lot of opportunity in consumer electronics.  Are 
you doing anything in that area? 
 
Hicks:  Yes, we are doing some work in this area – high efficiency power supply for both residential 
and business applications..   
 
Fernstrom:  Probably the best approach regarding consumer appliances is through standards.  There 
are many opportunities.  We are looking at home office and entertainment. 
 
Drew:  How do nonresidential audits work?  Do you have a set of subcontractors or do PG&E staff 
actually do the audits? 
 
Hicks:  All telephone audits are done by PG&E, and most of the on-sites also.  Really, large industrial 
customers are where we use consultants because of the specialized knowledge requirements. 
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Chang:  I noticed all the therm savings for nonresidential programs have exceeded goals.  Will that 
change your strategy for goal setting or other planning? 
 
Hicks: I have to caution you regarding 2006-08.  You can't always get the really big projects.  For 
2005, we have a bit of a dis-incentive, as we can't spend more than we're authorized in gas funding, 
so we are watching the activity very closely. 
 

 
Local Government Partnership Programs Status – Dave Hickman 
 
• San Francisco Peak Energy Program (SF PEP) 

The incentive components are fully subscribed.  We are continuing with other work, including audits, 
codes and standards (C&S), ET demonstration projects, and residential case studies. 
 
CCSF staff are focused on implementation, marketing and outreach for other programs, and are also 
doing audits and inspections.  We have also started a targeted pilot program for refrigeration 
measures at small businesses and are modifying our existing contract to extend the program end 
date to the end of 2005.  We expect to meet our goals by year-end. 

 
• Silicon Valley Efficiency Partnership (SVEP) 

The small businesses incentive component of the program is fully subscribed.  Because it is so 
popular, we are filing a motion to shift funds to add to this component.  The other elements of the 
program include audits, C&S, training and education (PEC South), and a Savings By Design support 
component which has delivered about 50 SBD projects. 
 
Pennington:  What do you mean by C&S? 
 
Hickman:  It is primarily municipal employee Title 24 training. 
 
The San José staff is implementing the outreach, conducting post inspections, and coordinating 
education and training components.  There is also a municipal pilot project to identify buildings with 
the most savings potential, then we plan to develop a PIP to proceed with retrofits using procurement 
funding.  The program has achieved 200% of the savings goal! 
 

• East Bay Efficiency Partnership (EBEP) 
We expect the nonresidential direct install components (there are two, BEST and SmartLights) will be 
fully subscribed this summer.  Residential direct install will be fully subscribed by the last quarter in 
2005.  Building Tune Ups. We also expect this component to be fully subscribed by year-end.  We 
expect to meet or exceed all targets. 
 
Bachrach:  Why is there such a difference between your statements and the spreadsheet, that 
indicates essentially no savings? 
 
Hickman:  We currently have an internal data issue at PG&E, and haven't entered the savings into 
our database yet. 
 
Bachrach:  Why? 
 
Hickman:  Quantum Consulting  is the prime contractor on this partnership and they are responsible 
for collecting and assimilating data.  We then have to take the data and re-format it to match our 
database.  We expect the data entry to be current by next month. 
 

• Bakersfield and Kern County Energy Watch 
This partnership also includes SCG and SCE.  Nonresidential direct install is at 72% of the goal.  
Residential direct install will be fully subscribed at the end of the year.  This program also includes a 
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municipal retrofits component, which was fully subscribed in March 2005.  The homebuyer energy 
survey is at 77% of goal. 
 
Bachrach:  Do realtors help with this component?  Why is your experience so different than past 
experiences? 
 
Hickman:  We made it very attractive for them.  We provide all the materials, and respond very 
quickly. 
 
Larson:  Does it interfere with the loan process? 
 
Hickman:  No, all the activity takes place after escrow has closed.  Realtors don’t want anything to 
interfere with the loan process. 
 
Tapawan-Conway:  Do you offer an incentive to realtors? 
 
Hickman:  No.  This is just an additional service they can promote as free service to their customers.  
It's advertised on the local radio station, so there's public recognition of the program.   We expect to 
meet all goals by the end of 2005. 
 

• El Dorado County Energy Partnership. 
This program includes a residential direct installation component for both single family and multi-
family customers.  We expect to meet our goals.  The small business component will be at 100% of 
goal by the end of June 2005.  There will likely still be some budget left to allow us to exceed our goal 
here.  We expect the municipal retrofits component to be fully subscribed by the end of 2005.  We are 
working to expand the retail marketing channels to promote lighting and HVAC measures for small 
businesses. 
 
The program also includes audits, C&S, and other education activities.  It is likely to exceed goals. 
 

• Fresno Energy Savings Alliance. 
The small business direct install element will be fully subscribed in October of 2005.  We expect the 
residential direct install component to be complete in the last quarter of this year.  Municipal retrofits 
are already fully subscribed.  And, we continue to provide audits, C&S training, and other education 
and outreach. 
 

• Stockton Smart Energy Program. 
The small business component has been a bit of a challenge.  It's focused on 3 particular economic 
development areas in the downtown area.  We haven't had the amount of participation we'd like.  The 
customers are primarily non-English speaking. So, we’ve decided to convert it from a rebate to direct 
install program to increase participation. 
 
Bachrach:  What measures are included? 
 
Hickman:  Mostly lighting, thermostats, and some refrigeration measures. 
 
We expect the residential direct install component to be complete by the end of the year.  Municipal 
retrofits are all committed.  We are at about 300% of our projected goals.  The City had already 
identified a list of projects they wanted to work on.  We reviewed and revisited the list and discovered 
some higher yield opportunities.  The program also includes audits and training, and we expect to 
meet or exceed our goals. 
 

• City of West Sacramento Energy Partnership. 
This is primarily an information and education program.  It has a small municipal retrofit component, 
which we expect to complete in October 2005.  We expect to meet all our goals. 
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• UC/CSU/IOU Energy Partnership. 
This program implements retrofit and monitoring-based retro-commissioning projects on the 
campuses.  The PG&E portion is at about 80% of our goals.  We expect to meet or exceed goals by 
year-end.  This program also includes an education and training component, and we reached goal in 
February 2005.  We expect to double that effort by the end of the year. 
 
Drew:  Who's being educated? 
 
Hickman:  Primarily facility operators, and some students. 
 
Drew:  The CPUC asked the utilities to consider working with the Green Buildings program.  Does 
that also involve students? 
 
Hickman:  We are trying to coordinate, but I don't know the specific details.  I can find out.    
 
Bachrach:  Is commissioning included as education and training, or measured savings? 
 
Hickman:  Savings.  We actually do some tune-up work on the building and install monitoring 
equipment before and after.  The idea is to get a baseline to figure out our best opportunities. 
 
Tim: Who’s implementing the program from Diane Gruenich’s firm – the people are no longer 
involved. 
 
Hickman: Some of the old staff are still working on it.  John Newcomb is to assume the role Diane 
had, through contract with SCE. 
 
Pennington: Program design sounds interesting.  People would like to see more commissioning in 
California.   
 
Hickman: EM&V is underway,  Interim report for UC/CSU issued in March described areas to 
focus/refocus to make program more successful – has some good observations to include. 
 
Tim: Would like a copy of the report. 
 
Bachrach: Would also like a copy. Recommend post on website. 
 
 

2006-08 Portfolio Plan – Annette Beitel 
 

I have five documents covering our portfolio plan that I'd like to discuss  
 Conceptual Portfolio Design 
 High level Program Design Description 
 2006 Market Sector Matrix 
 Proposed Third Party Bidding Process and Criteria 
 Successful Third Party Programs Template 

 
I'll begin with an overview of the primary portfolio design drivers, and our model of how we think the 
third parties will best fit in.  Then, I'll summarize the PAG process and the feedback we're 
incorporating.  Following that, I'll discuss our internal process and organizational structure.  Then, 
Duane will present our portfolio analysis and program design efforts to-date. 
 
Four Key Portfolio Design Drivers 
1. Increase in targets.  Given the magnitude of the increase, we realized we need to take a fresh 

look at the program activities.  It's not just a numerical increase, but there are also changes to 
Title 24 that aren't part of the potential studies.  Some of the savings reflected in the targets 
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decision have already been captured in the Title 24 changes.  Also, the DEER updates will 
reduce savings from some measures. 

2. Customer feedback.  Customers want us to simplify the process.  They don't care which program, 
they just want to know what options are available.  We believe simplifying the process will 
Increase saturation and participation levels. 

3. Targets decision.  We need to look at ways to get greater yield. 
4. Innovation, not just for innovation's sake, but to improve the portfolio performance. 
 
Tapawan-Conway:  Do you have a long term vision of where you're going that's driving the portfolio 
design? 
 
Beitel:  Yes, it's reflected in the design. 
 
Drew:  The design isn't influenced by the need to be cost-effective?  I assume it's a given, but it does 
create a mix of measures that are more likely if you're required to meet a certain cost-effectiveness 
threshold.  The proposed performance metric may have an influence on the design. 
 
Larson:  True, we are very focused on that.  Resource acquisition, cost-effectiveness, and the energy 
action plan.  We want to make all our interventions as cost-effective as possible understanding that 
the CPUC also wants integration, comprehensiveness, etc. 
 
Beitel:  These drivers aren't the only drivers - they are the ones that are causing us to look at a whole 
new design. 
 
McCarty:  And, a higher yield does mean more cost-effective designs. 
 
Beitel:  Also, it's not just cost-effectiveness, but also levelized costs.  Now, energy efficiency is a 
resource, and we are trying to get our evaluation of programs to be more consistent with supply-side.   
 
Pennington:  Is there a conflict between the previous rules regarding cost-effectiveness tests versus 
levelized costs? 
 
Beitel:  We are calling it a change in paradigm.  The old emphasis was on equity and cost-
effectiveness.  New paradigm views efficiency as a resource, so levelized cost is the metric. 
 
Larson:  We are balancing the two, it's an additional analysis point.  We use both TRC and levelized 
cost. 
 
Beitel:  We're taking a different approach to the whole design, not just modifying existing programs.  
We started with market research.  In the PAG process, we've been presenting/sharing all the data 
research we are doing.  We see a role for mass market advertising / outreach campaign consistent 
with past efforts.  Trying to take an integrated approach to customer's energy management needs.  
We are trying to present options that meet customers' needs.  The clearinghouse role is to ensure 
customer hears about all the available options.  When a contact is made, a referral goes to the 
clearinghouse, and the customer gets a call back to learn about the other options. 
 
Portfolio Program Types include:  

 Emerging Technologies (ET), Codes and Standards (C&S), Other information and education 
programs 

 Midstream / upstream programs 
 Calculated savings programs 
 Deemed savings programs 
 Demand Response, Self-Generation, other DSM strategies. 

 
Our plan is to increase program penetration by having more flexibility, and simplifying participation 
from the customers' perspective.  We see a role for IOUs and third parties in most categories, and are 
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not planning to limit third party participation to any specific area.  If third parties can do faster, better, 
cheaper, we are open to have them come in – not just fill gaps in areas where we don’t want to go.     
 
 
PAG Process 
 
In the process, our primary objectives are to:  
1.  Operationalize the CPUC directive to be open and transparent.  In the past, we did internal 

analyses, and wouldn't necessarily make it a point to share the results.  Now, we are making the 
analyses available to both third parties and public. 

2.  Make it a public process involving dialog.  We are continually asking for and getting feedback from 
our PAG members and other members of the public.  We just sent out the successful third party 
program template that incorporates feedback from the last PAG meeting. 

3. Create a level playing field between utility and competitively bid programs.  As part of that 
process, we are sharing information and opening many areas of the portfolio to bidding. 

4. Incorporate suggestions from PAG.  To-date, the process has been mostly presenting our 
analyses and responding to other requests for information.  When PAG or public has requested 
additional meetings, we've scheduled time for them.  Two examples include the public workshops 
for local government partnerships, and third parties to discuss what's working, lessons learned, 
etc..  We have incorporated many ideas into our process, but we haven't really started 
incorporating specific program ideas yet. 

 
Drew:  You're not so far along that you'll have to re-work things to include other ideas? 
 
Larson:  we pass on everything we here at the PAG meetings to our design team members.  We plan 
to identify these items in the June 1 filing. 
 
Drew:  It might help to highlight ideas that seem to be popular in the PAG meetings, but that you 
aren't considering, and the reasons why.  On-bill financing for example.  The CPUC wants it, others 
seem to want it, but we've heard that it isn't structurally possible. 
 
Beitel:  We are taking detailed notes, and have identified ideas we've heard at each meeting.  Until 
now, we have been focusing on analysis, and developing our strategy.  If I was to give you a loose 
estimate, I'd say we've incorporated 80% of the recommendations we've heard thus far. 
 
Larson:  The specific issue of on-bill financing will be addressed in the filing. 
 
Drew:  In the CA Performance Review (CPR) report, the Governor's report, it says the energy 
efficiency stuff is just a bunch of rebates and web sites.  There are no financing programs.  The report 
recommends the governor take all money and move it to a new agency, the department of 
infrastructure.  One of the criticisms was that there is no financing to leverage funds.  The report was 
issued about a year ago and is posted on the following web site http://www.cpr.ca.gov        
 
Beitel:  Is there also a record from Jeanne Clinton's hearing?   
 
Mitchell:  You listed your objectives /drivers.  One is the huge increase in targets, and also the affect 
of the Title 24 changes.  I believe that relates to your analysis of potentials.  One of my first 
comments / recommendations is that I thought your analysis of the residential potential was 
inappropriately low.  As I understand it, you take residential AC off the table.  As you say you 
incorporate PAG recommendations, how has your potential analysis changed in light of Bill's paper?  
Is central AC is still on the table? 
 
Pennington:  Yes, absolutely. 
 
Mitchell:  Can you clarify how my recommendation has been incorporated? 
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Larson:  Gary will be talking today about the subject as we are preparing to make decisions re: 
HVAC.  Another related issue is that we need clarification, we're trying to schedule a meeting with 
CEC and IOUs to identify what things in C&S impact what we can claim.  What is the CPUC going to 
allow us to claim?  That isn't clear yet.  We are waiting to hear what comes out of that discussion. 
 
Mitchell:  As we wait, the train has already left the station.  One analysis shows no or very limited 
potential for AC.  What if the CPUC says the only way to claim savings is very active utility 
intervention to make sure SEER 13 units are correctly installed.  If you won't recognize the direction 
from CEC since Saturday that AC is still on table, I at least want to see some analysis of what if we 
did this or that. 
 
Larson:  We'll have more detailed information on the 13th. 
 
Beitel:  Regarding TURN's issues about HVAC, in an earlier meeting, we stated that the TRC for 
HVAC is equal to approximately 0.33.  TURN disputed that result. 
 
Mitchell:  It is too low, and is an indicator of poor program design. 
 
Beitel:  OK, our action in response to your concern was to calculate the TRC using high avoided costs 
based on the E3 avoided costs.  Then we changed climate zones, focusing on the hottest zones, and 
got the TRC to 1.0. 
 
Mitchell:  I appreciate that.  One factor that isn't on the table is how to much more cost-effective it 
would be if you did on-bill financing. 
 
Beitel:  I recommend that on Friday we have a table with different approaches to addressing HVAC 
listed.  Some examples include:  TXV, on-bill financing, etc.  Then, we can identify where we agree or 
disagree on issues.  I believe there is a lot of agreement. 
 
Pennington:  Do you plan to use DEER for duct sealing or something reasonable? 
 
Beitel:  DEER at this point. 
 
Larson:  Gary is reviewing the DEER and CEC analyses. 
 
Chang:  In the June 1 filing, do you plan to submit a table listing the recommendations from PAG 
meetings and your response?  It would be helpful for PAG members to see this as we go along.  I've 
had some off-line conversations with people, and some have indicated that although the notes are 
happening, they don't really think they're being heard. 
 
Beitel:  OK.  I've gotten different feedback – some feel that they have been heard.  We'll create that 
table before the next PAG. 
 
Chang:  OK.   
 

// Action Item:  Create and distribute a table listing all recommendations we've received, current status, 
and explanation.  // 

 
Larson:  We've held a lot more meetings as there seems to be interest, but people don't know how 
that will be incorporated into the portfolio yet. 
 
Chang:  If it's in the June 1 filing, that's OK, but it would be better if you could do it sooner. 
 
Beitel:  We'll try to have it ready for the next PAG meeting to get feedback. 
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Larson:   Another thing is that some recommendations may not be incorporated in 2006, but will be in 
future years.  In this process, we need to look at both short- and long-range ideas.  Not just the goal, 
but also the ideas. Where do we think they fit in? 
 
Beitel:  Also, for the program recommendations, we haven't responded yet as we haven't done 
specific program designs yet.  There are also other third party ideas that will go through the bidding 
process.  It's one thing to have an idea and another to provide all the necessary supporting 
documentation and compare all the costs and savings. 
 
Tapawan-Conway:  What are you planning to present next week? 
 
Larson:  We will have three-year savings, estimate of costs, program logic and rationale, and as 
much other detail as we can in the planning template, but our focus will be on savings and logic. 
 
Tapawan-Conway:  OK, if that's where you are.  We would have preferred you have a structured 
portfolio.  I understand you are re-vamping, etc. 
 
Larson:  You will have programs, logic, and savings.  All the specific market interventions, and other 
implementation details will happen over the next 7-8 months as we produce our detailed PIPs. 
 
Beitel:  We'll have a subset of the application.  It may be helpful to go through our plan for next week 
and the final PRG. 
 
 

PG&E Internal process and structure – Annette Beitel 
 
Our energy efficiency planning and implementation are currently housed in two departments.  This 
arrangement is modeled on the procurement structure.  We have one group in our procurement unit, 
Demand-Side Policy, Planning and Analysis (DSPPA).  We manage the current third party contracts 
and will be running the bids and managing the 2006-08 contracts also.  Then we have the Customer 
Energy Efficiency (CEE) group which is responsible for the IOU designed and implemented 
programs. 
 
There is a functional separation between IOU programs and those that will be competitively bid.  On 
the procurement side, there is a strict separation between supply owned by utility and procured 
competitively.  In the procurement decisions, there is a very strict separation.  PG&E's intent on 
separating energy efficiency the same way is to model the CPUC and FERC structures.  Also, we 
want to give competitively bid programs a lot of management attention.  In the past two cycles, we 
managed the contracts, but we haven't actively worked with implementers.  Going forward, we want 
to help them be successful.   
 
This also requires a different skill set.  One needs contracting, bidding, and contract management 
skills, which could be different than those required for marketing and implementing programs.  A third 
reason is to avoid any perceived or actual conflict by having the people running the programs and 
running the bid report through separate channels. 
 
Tapawan-Conway:  So, how do you deal with the overall portfolio design? 
 
Beitel:  Duane has a group working on the analysis.  We (Annette and Duane) work very closely 
together.  Duane's group has done most of the analysis.  When it comes to bidding, there will be 
separation. 
 
Pennington:  Is it possible to sketch the organizational structure?  It would be helpful to know who 
each section reports to. 
 
Beitel:  Yes, we can provide that at the manager level and above.  
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Drew:  Also include it in the June 1 filing.  
 

//  Action Item:  Prepare and distribute an organizational chart to the PRG group.  // 
 

Beitel:  And the reasons for the separation? 
 
Drew:  Not necessarily.  Just, "here's how it works". 
 
Beitel:  On the implementation end, we'll be coordinated. 
 
Pennington:  If we had an organization chart that matched the scope of portfolio chart, that would be 
helpful. 
 
Beitel:  OK.  Generally, anywhere it says third parties, that's competitively bid.  If it says CEE, that's 
internal. 
 
Bachrach:  Once all the programs are in place, which group will ensure effective coordination? 
 
Beitel:  That will be a shared responsibility.  One of the bid criteria will be coordination.  The specific 
activities will vary depending on the program. 
 
Larson:  The key is the transformation effort within the company with respect to internal coordination.  
A few VPs and many directors are involved in DSM activities.  The program folks are working on the 
customer experience side.   
 
Beitel:  The company is definitely aware of the need for coordination. 
 
Drew:  On the SCE site, they had a program approved by advice letter encouraging the use of natural 
gas.  They were promoting natural gas fireplaces and appliances on the web site, right next to the 
energy efficiency materials.  That could be confusing.  If there's not good coordination, it can cause 
confusion. 
 
Beitel:  Coordination.  The notion is that if there is more than one program operating in a market, and 
they cover the same measures, it will create confusion.  However, our perspective is that the targets 
are so high; there is a role for others to target the same markets and measures to see if they can do it 
in a way to produce greater penetration at lower cost.  It doesn't have to create confusion; we have 
choices all the time.  We will optimize the coordination through a central clearinghouse.  If a customer 
says they want to save money and energy, then different choices would appear.  Not just programs, 
but different options.  There doesn’t just have to be one choice for each customer.    
 
If, when we're evaluating the proposals, we see a situation where competition among programs would 
cannibalize each other, we may use geographic separation to test each, then move funds into the 
program that works best.  That's basically our paradigm.  The third parties seem to be happy we're 
not putting them into little slices. 
 
Pennington:  By including DR, self-generation, etc. in the documentation, you are reinforcing 
integration.   
 
Beitel:  Our primary consideration will be levelized costs (balanced with other needs) because that’s 
what the supply side is doing. 
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PG&E's Portfolio Design Process - Duane Larson 
 
In reviewing the decision, we realized that it contained toward a paradigm shift for energy efficiency 
and the state.   I also noted that a culture change would be necessary to accomplish the goals.  
Currently, we have silos.  Clearly, we don't need to create more silos, by just adding more programs 
to the existing portfolio.  Rather, we are trying to break down the silos. 
 
Historically, we have all the pieces, but the way we offer it depends on the regulatory structure.  
Now there's a new paradigm, Integrated Demand-Side Management (IDSM).  How do we take our 
own experience and make this work?  I want to make it clear that we're not throwing anything away – 
we're trying to optimize the portfolio. 
 
When we converted 2004 achievement to the 2006 goals, we realized that for every kWh saved in 
2004, we would have to save 2.25kWh in 2006.  We had to consider ways to be more effective.  Can 
we put together a package that meets the needs for offices?  We want to be their advisor on all things 
DSM.    We need to understand our customer needs and drivers (schedule, finance, etc.) then 
provide solutions/options that they can sell internally – look at portfolio from customers’ decision-
making perspective. 
 
The key is that we're not throwing away what works; we are focusing on what works to optimize the 
opportunities for the customer, and coordinating it to increase the yield per dollar.  The targets are 
higher than what we got during the energy crisis. 
 
McCarty:  As Commissioner Kennedy said, this is the largest undertaking in energy efficiency ever. 

 
Larson:  We know that the other utilities are modifying their existing programs, but we don't think that 
will get us to the long-term goals.  We believe the way to do it is to focus on customer markets, and 
design the programs based on that. We want to make our IDSM a market-integrated DSM strategy. 
 
So far, we reviewed our first cut at the savings last week.  All the programs are either deemed or 
calculated, the key is where the market intervention occurs.  To reach the goals, first we had to hit 
2006, then from there we have a 20% ramp up in goals each year.  Next week we'll have the actual 
names of the market segments, which have been re-arranged since the original distribution.   
 
This arrangement will allow us to integrate DR into the market too.  There is more opportunity for 
innovation and competitive third party interventions into the portfolio.  We're not restricting third 
parties from any of our market programs.  We'll be asking for our partnerships to identify which 
markets they'll be able to add to in their proposals.  The big thing will be the coordination effort.  We 
plan to have a coordinating committee that will map out for each area what programs are available, 
target markets, and measures available, so everyone knows who's doing what.  The current situation 
is that we have direct competition in our service territory.   
 
Mitchell:  On the market matrix, the residential column, I see 313 GWh, most of which is in lighting.  
There's only about 10GWh in space cooling.  That's the burr under my saddle.  I have no idea how 
you can throw 240 GWh of residential lighting into the mix. 
 
Larson:  The theory is that in order to change a paradigm and still hit goals, is that if you have 
anything in the portfolio with low cost and high benefit, you take as much as you can get, as that 
creates a benefit for our ratepayers.  It also allows you to include other items that have a lower TRC 
in the portfolio and still be cost-effective. 
 
We still have interest in creating an HVAC initiative.  We need to make sure we get the savings and 
that all the regulators agree on the rules.  I need to find out what risk protection I have.  If I were to 
triple the HVAC budget in small AC, because everyone says it's there and you can make it move, but 
at a high cost, what options do I have to protect myself if it doesn't come in? 
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Mitchell:  It's pretty apparent to the group that I have major differences with PG&E on these issues.  I 
want to thank Duane and Annette, particularly Duane, it's been a good opportunity for me to talk with 
Duane.  I do respect and appreciate the job you are doing. 
 
Larson:  That's true on all sides. 
 
Drew:  We all know we can't get there by holding hands and pretending to agree on everything. 
 
Fernstrom:  Cynthia, how much AC do you want to see? 
 
Mitchell:  The linkage to the supply-side procurement plan that says here's what we need to procure 
for reliability and CPP load coverage.  For the next few years, PG&E is in a long position.  We may 
not immediately achieve savings because it's a service market, not a widget market.  Here's our plan 
for the next five years.  I want to see it integrated into the discussion of kWh predominately.  Most 
measures that are mentioned are high kWh and low cost.  If we need clarification on the targets, OK.  
I'd like to see the linkage to state reliability problems. 
 
Fernstrom:  Maybe one reason why we're not there yet, is that we haven't quite figured out the 
relationship between DR and efficiency.  Some will probably come from DR, some will come from EE. 
 
Mitchell:  I recognize that.  You may be more involved in the DR proceeding than I am.  TURN has 
taken the position that there is a role for small customers.  If it's not cost-effective to do DR for small 
customers, then the sure bet is energy efficiency. 
 
Fernstrom:  DR doesn't necessarily need to come with high cost meters.   
 
Mitchell:  I agree too.  Customers need the ability to respond in a meaningful way.  Not to just endure 
economic harm as a trade-off for comfort.  Small customers need energy efficiency in front to respond 
to price signals without an extreme effect on comfort. 
 

 
PG&E's Residential AC Enhancement – Gary Fernstrom   
 

The assumptions underlying the data here follow:   
 3 ton average load 
 Operating hours correspond to heavy users, the calculations use 600 hours/yr (full-load hours) 
 E3 avoided costs, and a hot climate 
 Current incremental measure costs 

 
Pennington:  There is one other piece, DEER duct sealing.  What is the normal leakage for a non-
participant?  The DEER savings seems to have a low expectation of leakage. 
 
Fernstrom:  We analyzed upgrading the equipment, duct test and sealing, and refrigerant charge 
separately.  For sealing, we used 28% leakage as the baseline with an improvement to 15% for Tier 
1, and 6% for Tier 2.   DEER starts at 20%. 
 
Pennington:  28% is what the standards used.  Some people think that's low.  Some think 35% is 
average. 
 
Fernstrom:  We need an objective basis for the assumptions.  We used E3 avoided costs and only 
hot climate zones.  We're using the highest operating hours, and assumed that the AC use is 
coincident with the highest cost hours.  We are assuming IMC in a mature market, and we recognize 
that the highest performing AC is probably more expensive now than it will be one year from now.  
We have premium equipment, TXV, and an EER specification in addition to SEER.  There's also 
proper sizing, compressor and coil matching, quality installation, and a variable speed furnace fan. 
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Beitel:  Does the analysis include early replacement? 
 
Fernstrom:  I don't consider that a technical measure, it's more of a marketing technique. In addition, 
early replacement of a CFL is one thing, but we're talking about an AC system.  That's a $4k 
investment. Unless it's broken, the customer is probably not going to replace it early.  It may be an 
option in a repair market.  If the cost for the contractor to fix is high, and a replacement isn't that much 
more, then maybe early replacement would work.  We may be able to take advantage of some of 
these opportunities. 
 
Beitel:  As a distinct measure, is there enough value? 
 
Fernstrom:  I don't consider it a distinct measure, more like a distinct factor in the value of the 
program.  In the replacement market, you may not always be getting the quality installation features. 
 
Larson:  If we structure the program to address installation features at time of repair, we could get 
both the high efficiency unit and quality installation. 
 
Pennington:  The demand savings in your sample for AC is coincident peak?  For CFLs, that's not 
necessarily coincident, correct?   
 
Fernstrom:  Yes, you are right, it's not all coincident.  The CFL values assume the same coincident 
savings as the overall portfolio.  In our new cost-effective analysis, we assume the AC is running 
100% on-peak, which brings the TRC up to 0.96. 
 
Pennington:  If you use the CPP approach, the factor would be higher than 4:1. 
 
Fernstrom:  The E3 avoided costs properly value time-responsive cost with respect to energy 
efficiency, but they under-value it for DR purposes.  There is more value for DR, but that wouldn't 
happen every day.  It's only a fraction of the hours. 
 
Mitchell:  Would we use energy efficiency for every day DR? 
 
Fernstrom:  Yes, but then that wouldn’t be the highest cost hours. 
 
Mitchell:  The 0.5kW savings is really more like 0.5 – 1kW.  We could have variability there.  Also, I'm 
not sure about using 20 cents for lighting.  When I look at the E3 avoided costs, the average is 7.5 
cents per kWh.  I want to have an off-line discussion about that. 
 
Beitel:  I'm hoping that the PAG-ette can create a table with all the different measures, with columns 
for potential and comments. 
 
Fernstrom:  The more detailed we get, the less certain we are of the numbers. 
 
Beitel:  I'm trying to respond to Cynthia's point about the sensitivity analysis.  From the PAG 
perspective, where do we agree? 
 
Fernstrom:  I'd say we could change the CFL costs, but we've made the most optimistic assumptions 
we can make with respect to the AC data.  This table includes only the equipment, not the other 
services. 
 
Beitel:  Given all the controversy around this issue, it would be nice to see each measure separately.  
There's a lot of discussion about the maximum achievable potential around each measure.  In an 
aggregated matrix, it's difficult to discuss, it would be nice to see the assumptions behind it. 
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Larson:  It can go up, it's a long-term climb, it won't happen really fast.  It's a large industry, with a lot 
of independent contractors, the infrastructure isn't such that a couple big players can affect a lot of 
others at one time.  The achievable is large, but so is the time. 
 
Beitel:  Maybe our assessment is that it will take a lot of time, and I agree with that.  If we had the 
specific information, perhaps someone else can use it to design something they think could work.   
 
Larson:  We understand the potential, but it will take some time. 
 
Pennington:  I would tend to be more optimistic based on the reaction we've received from 
contractors about the standards as we've been working with the Contractor State Licensing Board 
(CSLB) to educate contractors.  A coordinated program with consistent messages might move things 
faster than in the past. 
 
Larson:  As we said before, the current design is not at 100% of the goal.  Friday, we want input on 
how much to increase residential HVAC funding.  We haven't finalized the matrix.  On Friday, we 
need to help program staff.  We expect manufacturers to stockpile SEER 10 units.  There is currently 
an aluminum and copper shortage.  The higher efficiency units use those metals, so manufacturers 
will continue to make lower efficiency units.  We'd be more willing to take risks to shoot for a bigger 
number here if we had some assurance that if the market doesn’t respond, we can shift funds. 
 
Mitchell:  Everyone is searching for certainty of programs and continuity.  The on/off approach is a 
problem.  There is a lack of incentives for contractors to take the time to do a proper charge.  Perhaps 
we can send out educational materials to distributors to encourage them to stock high efficiency units.  
I think we can stop the shipment of SEER 10 units, or maybe cut it to at least half.  Remember there 
are 600,000 HVAC units replaced annually.  I don't really want them to go to Las Vegas, but if that's 
the alternative to CA, so be it. 
 
Pennington:  The builders are asking for new 2005 software to assess homes.  The performance 
standard is based on 13 SEER.  In new homes, SEER 10 would get a pretty big penalty. 
 
Drew:  I know it's important, but we have a meeting for this topic on Friday.   
 
Pennington:  We should use the avoided cost value for the hours we expect it to be on and do the 
same for CFLs.  When exactly will they be on.  When we do the next analysis, we do use the actual 
hours. 
 
Fernstrom:  We're struggling with it.  We understand the importance of AC and have quadrupled the 
value at this time. 
 
Beitel:  Would it make sense to modify the demand reduction instead of the kWh? 
 
Fernstrom:  The demand reduction is what it is, the question is which hours.  I used an average.  We 
use the load shapes or h-factor to determine the load shape. 
 
Drew:  The portfolio is not being analyzed on measure or program-level cost-effectiveness.  It's on the 
portfolio cost-effectiveness.  Other programs aren't cost-effective, but you're still doing them.  The 
same can be said for AC. 
 
Beitel:  The administration decision directed us to avoid creating lost opportunities and that we are to 
pursue the most cost-effective measures first.  Based on that logic, providing cheaper savings would 
suggest we go with more CFLs.  Also, even though the portfolio cost-effectiveness is the key, if AC is 
really expensive, it will lower the portfolio performance. 
 
Larson:  This is a critical piece to understand.  Is there a lot of potential for CFLs?  Yes, there is, and 
the market will bear it and the numbers say it's a good deal for customers.   If that's true, and we don't 
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take advantage of it, we're doing the wrong thing by our ratepayers.  The real question is not whether 
to take CFLs, but how much of the other items based on the risk and cost should I be doing? 
 
Drew:  The CPUC is concerned about lost opportunities, but we have no way to value it in the same 
way we value the measures themselves. 
 
Larson:  If we are taking a low cost, high benefit measure and maximizing it for ratepayers, and it's 
not impacting others, what lost opportunities are we creating?  We're not saying we're walking away 
from an AC program.  The CFL piece is actually creating an opportunity for more AC activity. 
 
Beitel:  We had a contractor in to speak to us at the last workshop, and we asked him if he could 
integrate AC into his current services.  He said no, that it's hard enough to stay current on lighting.  
Also, if you do comprehensive lighting retrofits, that's comprehensive. 
 
Larson:  Residential HVAC and Residential lighting are different opportunities.  We're not creating a 
lost HVAC opportunity by incenting lighting. 
 
Beitel:  If we can't quantify it, we at least need a qualitative understanding.  We talked about creating 
a table listing markets, measures. 
 
Larson:  Our real comparison is against the supply side, and levelized cost.  That is deciding where 
there's an opportunity, not the CFL. 
 
Fernstrom:  As CFLs become more pervasive, the opportunity will diminish. In addition to AC, there 
are other opportunities also… 
 
 

Bidding Strategy and Criteria – Annette Beitel   
 

The primary driver for the bidding is competition and innovation.  We're mindful of the need to 
coordinate, and we decided to allow third party bids in all markets, except for the "Nonresidential not 
broken out by market" segment.  The logic is that even the most successful programs only get a 
certain level of penetration.  If third parties can get more, it's important to let them pursue it.   There's 
a potential to have a third party program and a utility program are operating in the same market, 
offering the same or similar measures.  If over time, one program clearly does it better, cheaper, and 
faster, then we'll move funds to the more successful programs.  We aren't planning to bid additional 
information and outreach programs.  With the increase in targets, we don't believe we can increase 
funding in these areas beyond the required increase in Emerging Technologies.   
 
Tapawan-Conway:  What about statewide marketing like FYP?   
 
Beitel:  That will have the same level of funding. We don't have a plan to bid out FYP or Univision. 
 
We're also not bidding C&S or ET, though a lot of the public wants us to do a bid on ET.  We have 
two reasons not to bid this work.  First, a lot of the work for both programs is done through third 
parties anyway, and second, the program managers believe these activities need very close 
coordination to be successful.  The feedback we've received is that by nature, ET is innovative.  We 
could be creating lost opportunities by not bidding.  In the past, we have found some innovative techs 
through bids.  We're interested in feedback from this group regarding this question. 
 
Drew:  In the policy rules workshop with ALJ Gottstein, various parties brought up that there are 
different parts of ET, depending on the stage of development.  They wanted the CPUC to make some 
distinctions between various ET categories.  I don't think result of that activity resulted in the desired 
outcome.  Maybe PG&E can bid for ET projects/programs that are at the earliest or latest stage of 
development.  You'd probably get a lot of people that could do that type of work. 
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Chang:  It would help to split it up along the progression of market penetration.  Divide ET into 
different strategies from fresh out of the lab to other end of spectrum.  Keep some part in the utilities' 
control. 
 
Larson:  There is a definition issue.  Where do you leave research and become emerging? 
 
Beitel:  We've heard feedback that technologies need assistance – valley of death from leaving the 
lab to commercialization. 
 
Tam:  PG&E tends to bid out ET programs; others are keeping ET as a statewide program. 
 
Beitel:  I don't think there's a sharp distinction between our intentions for this program.  We want a 
piece to be part of the statewide process.  In addition to that, do we want ET work through a 
competitive bid process?  The up side is that other ideas to commercialize emerging technologies will 
be brought into portfolio.   
 
Tam:  I'm still not understanding conceptually if one utility plans to bid out, can the others keep it 
statewide? How will you coordinate with CEC, etc. 
 
Beitel:  ET has a significant funding increase.  We agreed to do part of ET through the statewide 
process in coordination with the CEC.  The issue is whether to in addition to the statewide actives 
around ET, take a piece of that funding and bid it out. 
 
Tam:  We should probably talk about more this in the statewide PAG meeting. 
 
Chang:  We need to reconcile between utilities.  SDGE wants to make it statewide. 
 
Larson:  We want to do both.  If the ET budget triples, maybe the PIER part can be done internally, 
then bid the others out.  Is that a good idea to expand the scope or restrict it? 
 
Tam: OK, thanks. 
 
Beitel:  We're not planning on bidding non-savings programs.   
 
Drew:  There were many programs in the last round that were a combination of resource and 
information.  SBW is an example.  They have audits and help owners with upgrades.  Are you 
thinking of having programs like that in the solicitation? 
 
Beitel:  Yes and no.  Yes, every program has an information component.  No, we're not looking for 
programs that are largely information, with a small savings component.  If they have a high $/kWh, 
they may not be competitive. 
 
Drew:  ASE has a green schools program.  I've gone to workshops.  Perhaps it’s not really necessary, 
but it's good to get kids involved in opportunities to save energy.  They end up doing a lot of 
conservation in the process of attempting to record energy savings.  They are concerned about 
getting squeezed out of the process.  It might be worthwhile if you are counting savings for 
information programs.   
 
Beitel:  If Roland is successful in getting the non-savings programs to count, that would change our 
analysis with respect to bidding.  D&R has a similar program to the ASE program.  They are looking 
at continuing it, if they want to continue, it needs to tie to savings.  From behavioral learning 
philosophy, if you do something, you learn more than just sitting in a class and writing things down.  
That is our current perspective. 
 
Chang:  How do PG&E's Energenius and School Resources Programs compare? 
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Beitel:  Energenius is information only, and School Resources tries to get savings. 
 
Larson:  The D&R and School Resources programs are essentially the same program.  We created it 
together.  We need to consider ratepayer benefits.  Do I believe in them, yes.  Should we be doing 
these types of activities?  Yes.  But, we also need to justify it in the rules.  We're trying to think about 
it as a cost resource. 
 
Tapawan-Conway:  Do you have a sense as to which third parties or partnerships will be incorporated 
into the 80%? 
 
Beitel:  That is an example of where we asked the PAG and public and we're following their 
suggestions on the process.  We needed to define what successful program means.  We presented 
our proposal and got recommendations on changes and additions.  Michael Baker, from SBW, asked 
us to talk with them instead of just making the decision internally.  If we agree, then we well put them 
into the portfolio for June 1.   
 
Tapawan-Conway:  Is that the same process for partnerships? 
 
Beitel:  It's similar, but there's more flexibility around continuing.  Local Governments have a unique 
niche.  We're working very hard with them to make them successful, and are moving more toward 
savings.  It's a very collaborative process.  We're working on the template together.  We sent out the 
template for successful third party programs and are hoping for responses in about two weeks. Then 
we will begin our evaluation. 
 
The first RFP for new third party programs will be focused on the target markets identified on the 
matrix.  For each target market, we plan to identify all the information we have including best 
practices, percent participation in programs, etc., to reduce the research time, so bidders can spend 
more time on the bids.  This was a NAESCO  request.  We also plan to compare programs in same 
market against each other, rather than across markets. 
 
Chang:  Are you also going to give the bidders information about PG&E programs? 
 
Beitel:  They will have the filing, which will also help them identify how best to coordinate. 
 
The 2nd RFP will be requesting proposals for innovative deemed or calculated programs.  We expect 
those to be more expensive than others. 
 
The 3rd will be upstream or mid-stream programs.  The idea is that to serve markets upstream is 
cheaper, so we'll evaluate these separately. 
 
There will be two types of criteria, threshold and scoring.  If a bidder can't satisfy the threshold 
criteria, we'll throw it out.  The scoring is for the actual evaluation.  For the innovation solicitation, we 
plan to include some point allowance for innovation that wouldn't be in the other bids.   
 
Pennington:  You might have a set-aside for innovative programs since the principle driver is levelized 
cost.  You might want to make sure you allocate a certain portion of the budget to innovative 
programs. 
 
Beitel:  Yes, this is a set aside.  We won't be comparing them to other programs as innovative 
programs are generally more expensive. 
 
Drew:  Are there more scoring criteria than levelized cost? 
 
Beitel:  I'll bring an example of the evaluation sheet and the threshold criteria.  The sheet will also 
include room for an explanation of how each item was scored.  An example of how the scoring criteria 
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may be weighted is 90% levelized cost and 10% WMDVBE.  That removes the judgment in the 
scoring process. 
Though that might seem strange, it's similar to the supply-side format, which also includes a credit 
requirement. 
 
There is a place for professional judgment.  When we are finalizing the specific conditions, we'll 
analyze the saving assumptions and how they'll be delivered.   There's a lot of work in the actual 
contract negotiations.  In our experience, we've found that if you do more work on the front-end, you 
typically get better results on the back end. 
 

//  Action Item:  Prepare a sample evaluation sheet and distribute to the PRG members.  // 
 
Mitchell:  The targeted markets seem to include just about everything.  What happens if you have a 
great proposal with a great levelized cost, for an end use that doesn't help the supply-side 
procurement mix when energy efficiency is a resource.  How will you make those distinctions? 
 
Beitel:  In my judgment, the time value is reflected in the E3 avoided costs. 
 
Mitchell:  We differ there.  The time value can show high benefits, but really high costs.  You may 
have things with the same TRC that really have different values. 
 
Beitel:  Maybe we need to spend some time in the next PAG meeting to discuss levelized cost versus 
TRC.  From a high-level perspective, the process values different times differently.  Perhaps it would 
make sense to bring in a prototype of the calculator and walk through it so people can see it.  There is 
a timing issue; we'll do the compliance filing first, then do a detailed filing. 
 
Drew:  It won't be ready for June 1? 
 
Beitel:  We need to verify that, we'll get back to you. 
 

//  Action Item:  Verify what data will be available for the June 1 filing.  // 
 

Pennington:  I'm trying to figure out how gaming could occur, it seems energy savings assumptions 
would be the prime place. 
 
Beitel:  Yes, we plan to scrutinize the savings estimates closely.  Another way is comprehensiveness. 
You could include less comprehensive measures to reduce costs. 
 
Pennington:  Do they get stuck with the budget if they under-estimate? 
 
Beitel:  Yes, we do competitive bids all the time, most of the vendors are used to responding to them.  
If they were having difficulty, we'd work with them to help.   
 
Pennington:  Under-bidding may not be highest priority.  The energy-savings estimates and energy 
over time to fit into your portfolio seem to be the highest priority. 
 
Larson:  Yes, we have an entire section of technical experts to review them. 
 
Beitel:  We’ll think more about gaming.  I think this is less subject to gaming than using professional 
judgment on a lot of items. 
 

//  Action Item:  Provide list of potential gaming strategies.  // 
 

Drew:  At the next meeting, we'd want to see in detail, evaluation criteria, who will be doing it, etc. 
 

//  Action Item?:  Prepare a list of evaluation criteria, process, who will be evaluating, etc.  // 
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Beitel:  The missing piece at this time is the amount of money in each category. 
 
Chang:  Will you be presenting the specific threshold levels? 
 
Beitel:  We'll give you a sample so you can see how it works. 
 
We plan to use a two-stage bid process modeled after the SCE IDEEA solicitation.  Bidders will 
submit a smaller amount of information first and those that look viable will go to the next stage.  This 
is a departure from our current policy, but we have received extensive feedback from both the PAG 
and the public about this and we want to start bidding on uncontested areas right after June 1.  If we 
have to wait for CPUC approval, it could be Labor Day before we send out RFP. 
 
Drew:  I don't understand what contested versus uncontested will be?  There's no specific markets, 
etc. 
 
Beitel:  For the target markets, are there any where the PAG or PRG thinks we shouldn't bid?  If so, 
we would take those off the list.  Or for the innovation solicitation, if anyone thinks we shouldn't bid, 
we'd wait. 
 
Drew:  We'll have to wait for the next PRG meeting.  Now, this approach seems fine.  I don't know if 
we'll have contested areas, we'll have to wait and see.  As far as that being a permissible process, as 
long as the ALJ and Commissioner's office are in agreement, that could give you a green light.  I don't 
know if ED staff or others will have any input. 
 
Beitel:  If we could get the thumbs up from a majority of you at the next meeting to allow us to bid 
uncontested areas, we'll start the procedural process. 
 
McCarty:  It will make a big difference in our ability to meet the targets.  It takes about six months to 
really get a program started. 
 

//  Action Item:  At the next meeting, PRG members to vote whether to allow PG&E to start the bidding 
process for uncontested areas.  PG&E to start process if approved. 

  
Beitel:  Bidders will receive one month to respond.  They originally asked for two months, but that is 
only possible if we start in June.  We also agreed to establish metrics to get the contracts done 
quickly. 
 
Pricing information.  We don't want to evaluate programs using the commission workbook.  We want 
to use a standard, commercially acceptable format.  The third parties also want this. 
 
Drew:  I don't think there's a requirement for you to use the tools we develop for tracking to evaluate 
the programs. 
 
Beitel:  Great.  We plan to use our own general conditions (GCs) and individual specific conditions.  
For customer contracts, we'd like to develop and distribute some forms that will be common to all to 
make that process easier.  A lot of the RFP process has come straight out of our third party PAG 
meeting. 
 
Drew:  Two more things.  First, the filing requirements for June 1.  ED took a swipe at them and 
included them in the packet.  I suggest we wait for ED to look at PG&E's recommended revisions, 
then give the PRG the version that ED and PG&E agree on.  I'd like to do that before the next PRG 
meeting, hopefully before the next PAG. 
 
Pennington:  Is this a statewide template? 
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Drew:  Yes. 
 
Beitel:  We also want to add some utility-specific information.  For example, Zenaida suggested a 
map of the old programs and how they lead into the new ones.  We'll do that at a minimum for June 1. 
 
Drew:  I understand you want to make it easier for customers, and if it is, that will make the programs 
more successful.  However, I would think only slightly more.  I hope there's also some internal re-
organization happening too. 
 
Chang:  In line with the overhaul of customer service? 
 
McCarty:  Yes, we also need program approval before we can do it completely.  But we've started the 
process. 
 
Beitel:  Just the step of reducing the number of applications will produce savings. 
 
McCarty:  I think it will make a big impact on customer uptake. 
 
Drew:  Is it true that many have to hire a contractor to help them fill out the applications?  Will this 
change that?   
 
Beitel:  It's typically not the customer coming to PG&E, it's us going to them.  This is where the third 
party involvement will be very helpful.  We are going to require as part of the integration that 
customers are referred to a referral center to get call about additional options. 
 
Pennington:  When do you expect a decision about C&S savings?  Doug mentioned they were at the 
last draft of his paper.  I'm wondering when it will be released. 
 
Larson:  The last email I saw from Art to Roland indicated it wouldn't be this Friday.  He did 
acknowledge that it's very important, and said "Let's meet soon.". 
 
Beitel:  It's important, but not on the critical path. 
 
Pennington:  The chart is noteworthy as it's at zero, though it might be substantial. 
 
McCarty:  I agree. It's a big issue. 
 
Drew:  It's your deal.  You are on your own with the Commissioners and ALJ.  I don't know how ED 
staff will fit in.  It would be good to try to quantify the savings from C&S, audits, and other 
"information-only" efforts.  The issue should be explored.   
 
Beitel:  We'll get a status update for you.   
 
//  Action Item:  Provide update on status of C&S white paper and process for claiming savings.  // 
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Action Items 
 

1. Create and distribute a table listing all recommendations we've received, current status, and 
explanation. 

2. Prepare and distribute an organizational chart to the PRG group.   
3. Prepare a sample evaluation sheet and distribute to the PRG members.  
4. Verify what data will be available for the June 1 filing.  
5. Provide list of potential gaming strategies.  
6. Prepare a list of evaluation criteria, process, who will be evaluating, etc.  
7. At the next meeting, PRG members to vote whether to allow PG&E to start the bidding process 

for uncontested areas.  PG&E to start process if approved. 
8. Provide update on status of C&S white paper and process for claiming savings.   

 


