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Executive Summary  
 
The Pacific Gas and Electric (PG&E) Peer Review Group (PRG) respectfully submits to the 
California Public Utilities Commission (Commission) its assessment of PG&E’s proposed 
2006-08 Energy Efficiency Portfolio of Programs plan.   
 
This PG&E PRG’s assessment is based on draft versions of PG&E’s proposed 2006-08 
Portfolio of Energy Efficiency Programs Plan provided to the group by PG&E as of May 16, 
2005.  Since then, PG&E continued to revise its portfolio beyond the date that the PRG 
began its assessment.  Some of the observations or recommendations included in this 
assessment may not reflect PG&E’s revisions to its portfolio after May 16, 2005 that PG&E 
filed on June 1, 2005. 
 
We have attempted to include language in this assessment that reflects a consensus opinion, 
however, due to time constraints in writing this report, all members retain their right to 
submit individual comments to the Commission, or to provide recommendations to the 
Commission that are either outside of the scope of this assessment, or that differ from certain 
items or recommendations included herein. 
 
PG&E is proposing a large budget of close to $1 billion for its 2006-2008 energy efficiency 
portfolio.  An increase in the amount of funding is generally expected, given the 
Commission’s aggressive energy savings goals and priority placed on energy efficiency in 
the state agencies’ Energy Action Plan as first in the “loading order” of preferred 
procurement resources.   
 
It is of utmost importance that the collegial exchange of information and ideas between 
PG&E, PAG and PRG members, as well as third parties, partnerships, and utility customers – 
continues in both the near and long-term.  Also, while the PRG sincerely commends PG&E 
for its heroic effort over the past several months carried out in a pleasant and cooperative 
manner, the June 1 filing is obviously a starting, not end point, for PG&E’s 2006-08 portfolio 
of energy efficiency programs and activities.   
 
The following is a summary of the main conclusions and recommendations of the PG&E 
PRG. 
 
1.  PG&E’s New Market-based Approach and Adequacy of Program Plans 
 
The PRG is supportive of PG&E’s efforts to “start from scratch” and take a completely new 
approach to its portfolio design, indicative of their taking to heart the Commission’s directive 
in D.05-01-055.  PG&E took a different approach than the other utilities in developing their 
three year program plans.  Rather than start with their current programs and modify them, 
they have elected to perform a complete program redesign that is based on a market based 
approach. While this introduces a risk factor, we believe that the potential benefits outweigh 
the potential risks.  The PRG hopes that PG&E’s program focus on market sectors will put 
the focus on the customers, reduce barriers to participation, and streamline administrative 
processes, all of which should help PG&E to achieve the most cost-effective energy 
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efficiency savings as possible.  Because PG&E has taken a new approach to its portfolio 
design, PG&E’s planning process has and will require more upfront work and a longer period 
of time to complete.   
 
Based on the initial documents that PG&E has provided and the statements they have made 
in public forums about the directions they plan to take their programs, our PRG is 
encouraged and supportive of their approach.  As of the end of May, PG&E has only 
provided very high level budget summaries and few specific program details to the PRG.  
PG&E has stated their intent to develop more detailed plans over the next two months and to 
seek the input of key stakeholders and the PAG/PRG along the way.  Until the more detailed 
program plans are developed, our PRG is unable to provide much feedback on the adequacy 
of the portfolio or the likelihood of PG&E meeting their program goals, aside from noting 
some of our concerns based on the information we have received.   
 
Recommendations: Our PRG encourages the Commission to: 

• Approve the market based approach taken by PG&E 
• Instruct PG&E to continue to fully develop its portfolio and program plans, in 

conjunction with the PAG/PRG, for submission to the CPUC in their fall filing.  
Program plan details should include program objectives (e.g., trying to pull the next 
generation of product to the market, working to reduce new office building energy 
use by X%, increase market share of ENERGY STAR clothes washers to Y%, etc.), 
specific strategies to be employed, and the planned program activities to deliver the 
strategies. 

• Instruct PG&E to provide opportunities for the PRG to review the detailed program 
plans and to provide our comments on the plan. 

• Instruct PG&E to provide a description of their planned process between now and 
their fall 2005 filing, with key dates and milestones along the way, to which the PRG 
will have a chance to respond.   

 
2.  Third Party Bid Solicitation 
 
We have reviewed PG&E’s plans for bidding out third party programs and are supportive of 
their approach to leave much of their portfolio open to bid, and the details and criteria they 
have provided to date.  We express our support for a bifurcated decision from the 
Commission to allow PG&E to issue its RFPs before the rest of their portfolio is approved, 
so as to allow enough time to complete the solicitation for an on-time start for 2006 
programs.  We also support the two-step bidding process, which should be beneficial to both 
potential bidders and to PG&E staff responsible for reviewing the bids.  
 
Recommendations: We recommend that: 

• The Commission bifurcate its decision to allow PG&E to move forward with its third 
party RFP process immediately, prior to their planned fall submission of their detailed 
program plan. 

• PG&E add information-only programs to the scope of the RFP process.  (Note, to 
date, PG&E has stated their intent to keep those programs in house.) 
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• The Commission require PG&E to submit a full competitive bid plan (including 
additional detail about the approximate level of competitive bid funding and projected 
savings from third party programs) with ample time for PRG review and resolution of 
concerns prior to the issuance of any RFPs for third party programs. 

 
3.  Statewide Coordination  
 
For many programs and markets, the state can achieve very powerful leverage by having the 
utilities design and deliver programs in a coordinated fashion.  Several of the energy 
efficiency activities being considered by PG&E should be run on a statewide basis in order to 
have the greatest impact on the markets, obtain the greatest savings, and minimize program 
costs.  PG&E has publicly stated their intent to work with the other utilities in developing 
statewide programs, especially as part of their Mass Market program.  Our PRG recognizes 
the power and benefits of statewide programming and is strongly supportive of them where 
appropriate.  To date, however, we have seen little evidence that PG&E is engaged in the 
necessary discussions and planning that is needed.   
 
Recommendation:  To effectively impact the product mix in 2006 and beyond, we 
recommend that: 

• PG&E accelerate the development of their mass market program in particular (since it 
encompasses most of the strategies that will require statewide coordination).  

• PG&E work more closely with the other utilities in developing consistent program 
strategy rules (same test method, metrics, spec levels, rebate structure and levels, 
etc.). 

• PG&E and the other utilities jointly hold meetings with the major retailers and 
product manufacturers to discuss the proposed upstream and midstream program 
strategies and budgets.   

 
We further request that PG&E provide more information on the process and schedule they 
plan to pursue to ensure timely rollout of statewide programs. 
 
4.  Portfolio Diversity 
 
Initial materials provided by PG&E include a heavy emphasis on lighting from both a budget 
allocation and projected savings perspective.  Our PRG believes there are many other cost 
effective opportunities available.  We are encouraged by PG&E’s budgets and descriptions of 
ongoing work in the codes and standards and emerging technologies areas that will cover a 
wide range of products and will pave the way for future savings.  In addition, we are 
encouraged by PG&E’s receptiveness to support the creation of ongoing PAGettes as a 
forum for researching additional savings opportunities and potential program offerings in the 
two critical areas of hot water heating and air conditioning. 
 
Recommendations: 

• PG&E should continue to adequately consider a wide range of product categories in 
their program development process, and not to overly focus on lighting. 
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• PG&E should re-examine its proposed mix of measures with the objective of 
increasing funding for strategies that will set the stage for long-term savings, beyond 
the 2006-2008 program years. 

• PG&E should proactively manage the hot water heating and HVAC PAGettes and 
commit to seriously considering incorporation of the group’s recommendations into 
PG&E’s final program designs. 

 
 5.  Attention to Critical Peak 
 
The PRG notes that the majority of PG&E’s residential program savings are not targeted at 
reducing summer needle peaks. Fully 85% of the residential category demand savings and 
86% of the residential energy savings are from lighting in PG&E’s portfolio filing.1 Research 
shows that over 90% of residential lighting does not operate coincident with the utility peak.  
While achieving these savings will provide cost-effective energy savings, it is not likely to 
“aggressively increase capacity utilization” called for in the policy rules.  
 
Recommendations:  The Commission should encourage its staff and parties to evaluate 
PG&E’s application to ensure that their portfolio places sufficient emphasis on critical peak 
load. The PRG and PG&E should work together to realign the PG&E portfolio to the extent 
necessary to increase critical peak load savings. The PRG recognizes that there are vast 
opportunities in HVAC, and we anxiously await working with PG&E in completing their 
analysis and program plans in this area.   
 

                                                 
1 See Table 3, p. 17. 
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I. Introduction 
 
This report contains the assessment by the Pacific Gas & Electric (PG&E) Peer Review 
Group of PG&E’s Program Year (PY) 2006-2008 energy efficiency portfolio.  As defined by 
CPUC Decision (D.) 05-01-055, the role of the Peer Review Group (PRG) for each investor-
owned utility (IOU) is to review the IOU's’ program submittals and assess their (1) overall 
portfolio plans, (2) their plans for bidding out pieces of the portfolio per the minimum 
bidding requirement, (3) the bid evaluation criteria utilized by the IOUs, and (4) their 
application of that criteria in selecting third-party programs.  This report provides 
assessments of the first three elements listed above for PG&E, as much as possible with the 
information provided to the PG&E PRG at this time.  The selection of the third-party bids, 
and the PRG’s associated assessment, will not take place until after the June 1 program 
filing.  The PG&E PRG met seven times on April 6, 21, and 28, and May 17 and 25, and 
June 3 and 6 in the process of completing the first three of these tasks.   
 
The PG&E PRG consists of a subset of non-financially interested members from PG&E’s 
Program Advisory Group (PAG). The members of the PG&E PRG are: 

• Audrey Chang, Natural Resources Defense Council (NRDC) 
• Tim Drew, Energy Division, California Public Utilities Commission (ED) 
• Noah Horowitz, Natural Resources Defense Council (NRDC) 
• Cynthia Mitchell, consultant to The Utility Reform Network (TURN) 
• Bill Pennington, California Energy Commission (CEC) 
• Christine Tam, Office of Ratepayer Advocates (ORA) 

 
Report Structure 
 
The body of this report is divided into eight sections.  First, this introduction provides general 
background and context for the PRG report.  Second, the criteria which guided the PRG’s 
assessment are described and associated recommendations outlined. Third and fourth, the 
likelihood of achieving the near-term savings targets and the long-term savings targets are 
discussed.  Fifth, the third-party bid process and the bid evaluation criteria are reviewed.  
Sixth, the need for statewide coordination is called out.  Seventh, fund-shifting rules are 
discussed.  Finally, the report concludes with a series of conclusions and recommendations 
for PG&E’s continued efforts to meet their savings goals.  Informal collaboration with the 
other PRGs helped in developing this report.  As such, similarities with other PRG reports 
will be found in this assessment. 
 
Level of PRG Assessment 
 
Given the compressed time frame, by necessity, our assessment efforts were more high-level 
and qualitative and less in-depth and quantitative.  Our assessment is based on information 
about PG&E’s 2006-08 portfolio plan presented since mid-February 2005 at Program 
Advisory Group (PAG) meetings, PRG meetings, and personal correspondence with PG&E 
staff.  A draft version of PG&E’s 2006-2008 portfolio, upon which most of the PRG’s 
assessment was based, was delivered to PRG members on May 10 and 16, 2005.  Since 
PG&E appropriately continued to revise its portfolio for its June 1 filing, after the May 10 
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and 16 submissions to the PRG and before the PRG completed its assessment, some of the 
observations or recommendations included in this assessment may no longer be accurate 
relative to the portfolio that PG&E filed on June 1, 2005.  Since this report is submitted after 
PG&E’s June 1 application filing, some aspects of the June 1 application were reviewed, but 
due to lack of time, not all aspects of the application were reviewed, and this report may not 
fully reflect the contents of PG&E’s June 1 application. 
 
Two themes that the PRG considered critical for portfolio success guided our portfolio 
assessment process: avoiding lost opportunities and achieving long-term energy savings 
through innovation.  Our efforts centered on reviewing the appropriateness of market sector 
and end-use funding allocations, the logic of proposed program designs and their associated 
measures, costs, projected annual savings, and cost-effectiveness ratios over the proposed 
three-year program cycle.  No comparisons to previous evaluations of similar PG&E 
programs have been made.  We have not reviewed the measure detail in each program for 
accuracy, but have relied on a more general review of reasonableness and a search for 
obvious anomalies. 
 
Portfolio Approach 
 
The PRG supports PG&E for its willingness to think outside the box and take a new 
approach to designing its 2006-2008 portfolio in response to the Commission’s direction 
expressed in D.05-01-055 to innovate with new ideas. PG&E made a conscious decision to 
redesign their portfolio around 14 different market segments,2 rather than the traditional 
approach of delivering programs based on customer class.  Philosophically, our PRG is 
encouraged by this market-based approach and hopes that the resulting program designs will 
have the potential to achieve greater and more cost effective savings than under the old 
paradigm.3  This market-based approach required PG&E to “start from scratch” in evaluating 
where energy efficiency potential lies. In addition, if things go according to plan, the 
program implementer has the opportunity to present a wide range of demand-side 
management options while on site with the customer.  This represents an opportunity for 
dramatically reducing transaction costs, reducing lost opportunities, and making it easier for 
customers to learn about and participate in the various program offerings.   
 
Extent of Information Provided by PG&E 
 
As PG&E has taken a different approach than the other utilities in designing their portfolio, 
PG&E was not able to develop as detailed a portfolio as the other utilities within the given 
timeframe.  In the draft application provided to us in May 2005 (upon which most of our 
assessment is based), we received from PG&E: a) a high level summary of the proposed 
                                                 
2 PG&E has proposed 14 total programs – 10 are oriented towards specific markets (e.g. schools and colleges, 
office buildings, mass markets, etc.) and 4 are supporting programs (e.g., education and training, codes and 
standards, etc.) that cut across multiple market segments. 
3 However, some PRG members have a number of outstanding questions and concerns, some of which are noted 
in the preliminary analysis (performed with the limited information provided by PG&E at this time).  See 
Appendix B describing what appears to be lower ratios of projected savings to budget for PG&E’s proposed 
portfolio and new mass market program relative to its current portfolio and program ratio of savings to budget, 
and SCE’s ratio of projected savings to budget. 
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budgets for 2006 thru 2008 along with top level estimates of the projected energy savings 
(GWh, MW, and therms), and b) preliminary write-ups for each of the 14 market-based 
programs.  While the write-ups include useful information on the market structure, measure 
life savings, and some incremental costs, the write-ups do not currently contain any specific 
information on the tactical components (PG&E has used the term “program” interchangeably 
between market-based strategies and the tactical plans implemented by utility staff or third-
parties).  Information such as the programs’ real objectives (e.g., trying to pull the next 
generation of product to the market, working to reduce new office building energy use by 
X%, increase market share of ENERGY STAR clothes washers to Y%, etc.), specific 
strategies to be employed, and the rough program design have not yet been supplied by 
PG&E.  We are aware that PG&E has requested authorization to refine their programs over 
the summer months of 2005 in consultation with the PAG and PRG. 
 
Since our PRG is unable to make a complete assessment at this time based on the high-level 
material prepared by PG&E for the June 1 filing, we expect and look forward to continue to 
work closely with PG&E and providing our feedback in developing its portfolio over the 
summer months. 
 
PAG/PRG Process 
 
PG&E assembled a diverse group of stakeholders that fairly and comprehensively addressed 
varying interests and perspectives, and we agree with PG&E that the PAG represented a 
“brain trust” of individuals extremely knowledgeable about all aspects of energy efficiency.  
PG&E welcomed the PAG members’ and the public’s input, including their constructive 
criticisms.  The utility made a good faith effort to ensure that all voices were heard, and 
generally responded to PAG requests including scheduling sub-group meetings and 
additional PAG meetings or public workshops to make sure that members and the public had 
ample opportunity to provide input.   
 
In addition, PG&E was generally responsive to recommendations offered by PAG or PRG 
members, especially regarding the details surrounding the third party bid solicitation.  We 
appreciate PG&E’s compilation of an extensive table outlining suggestions collected from 
PAG and PRG members over the past three months, along with PG&E’s response to each.  
However, we would like to continue conversations with PG&E to further investigate and 
respond to some PAG/PRG suggestions.4  Particularly given the severe time constraints faced 
by PG&E and the other parties during this portfolio planning process, PG&E is to be 
commended for its concerted effort and its leadership in creating an open and inclusive 
process in which to conduct this assessment.   
 
 
 
 

                                                 
4 Such as: a coordinated and leveraged statewide program of manufacture, distribution, and retail incentives and 
value-added services aimed at a full menu of equipment and appliances, activities to seize immediate and near-
term lost opportunities -- particularly in HVAC and water heating, diversity in residential and small business 
end use savings currently dominated by lighting, and off- and on-bill financing.   
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II. Portfolio Evaluation Criteria 
 
In keeping with the process adopted by the other PRG’s, the PG&E PRG has adopted a 
defined set of criteria with which to evaluate PG&E’s proposed portfolio.   We first present a 
brief description of these criteria, followed by our assessment of PG&E’s portfolio with 
regards to these criteria. 
 
1. Vision - Does PG&E present a strategic long-term vision for the portfolio? 
2. Clear Statement of Program Goals – Does PG&E provide a clear statement of goals for 

each program, including minimizing lost opportunities and reflecting best practices? 
3. Flexibility- Is the portfolio plan structured to adjust to changing market circumstances 

and evaluation findings?  
4. Diversification of Program Risk- Does the portfolio plan diversify program approaches 

and measures to balance risk, provide a margin of error in meeting the Commission’s 
targets, and identify the key uncertainties in savings estimates that must be confirmed 
over time? 

5. Responsiveness to PAG/PRG Input- Has PG&E made a sincere attempt to bring ideas 
and concepts from various stakeholders and PAG members into finished program 
concepts and bring successful ideas from third party programs into the main stream? 

6. Innovation- Is PG&E planning to explore innovative program concepts within either 
conventional or pilot programs?   

7. DSM Integration – Is the portfolio designed to integrate energy efficiency, demand 
response and renewables? 

8. Leverage – Does the portfolio leverage DSM and conservation efforts lead by other 
organizations (local, statewide and national)? 

9. Rationale for Bidding – Is the plan for competitive bidding likely to improve the 
portfolio and spur innovation? 

10. Coordination – Is there a clear plan to coordinate all program implementers to ensure 
success of the entire portfolio, and a plan to help all program implementers be 
successful? 

11. Compliance with Policy Rules and other Commission directives – Does the portfolio 
plan comply with the policy rules and other directives set forth by the Commission? 

12. Responsiveness to the Green Building Initiative Executive Order – Does the portfolio 
demonstrate responsiveness to the Governor’s Green Building Initiative? 

13. Customer Friendliness – Is the portfolio designed to be responsive to customers’ needs 
and to encourage maximum customer participation?  

14. Portfolio Comprehensiveness – Does the portfolio plan adequately target essential 
market sectors, end uses, and employ a diversity of program strategies?  

15. Consistency with Potential Studies – Does the portfolio target the remaining potential 
as described in recent potential studies? 
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1. Vision 
We are cautiously optimistic that PG&E’s proposed approach is a good first step towards a 
strategy for contributing to the achievement of California’s long term energy efficiency 
goals.  PG&E’s market oriented programs have the potential to encourage greater customer 
participation, subcontractors and third parties.  We also highly commend PG&E's stated 
intention to build a high quality energy efficiency clearinghouse website as a portal where 
customers can start with an online audit and access other information to educate themselves 
about savings opportunities, services, e-rebates or access to services from the utilities and 
upstream market allies, and "dig deeper" as they become more informed.  This portal may 
also be leveraged for the mass delivery of benchmarking to all commercial buildings as 
expected by the Governor's Green Building Initiative and the delivery of "on bill" or "off 
bill" financing to customers. These are important visions upon which the detailed program 
strategies will be built.  
 
Recommendation 
We recommend that PG&E continue working with its PAG to articulate its plans to reach its 
long-term goals and provide vision statements (e.g., increase efficiency standards of 
nonresidential/residential new construction by X% by year Y; reach market penetration of 
high efficiency HVAC systems of X% by year Y) to guide its portfolio development.  
 
2. Clear Statement of Program Goals 
On a portfolio level, PG&E has set the critical goal of improving program acceptance by the 
customer and thus increasing program penetration.  This goal is clearly a primary driving 
force in PG&E’s planning process in addition to developing a cost effective portfolio that 
achieves the Commission’s energy savings goals.   
 
On an individual program basis, PG&E’s primary goal is to maximize energy savings.  
Beyond the energy and demand goals, PG&E has set several specific goals for each of its 
programs.  In some cases, the goals seem to be well thought out and are reasonable for this 
stage of planning (e.g. Agricultural & Food Processing, High-Tech Facilities, Codes and 
Standards, Emerging Technologies).  However, in most cases the goals are conventional, 
generic and/or vague (i.e. help customers save energy, encourage market participants to 
promote energy efficiency, promote best practices to contractors).  This may indicate that 
some of the program concepts have evolved faster that others (perhaps due to a large amount 
of staff expertise in a particular area); PG&E simply has not had time to develop clear 
program goals for every program; complete program planning details are not finding their 
way into filings prepared for the commission and the PRG; or PG&E is choosing to focus on 
the important yet simplistic goals of energy, demand savings, and spreading the conservation 
message.   
 
Recommendation 
Overall, our assessment is that PG&E has set a clear goal for the portfolio as a whole 
(focusing on customer needs), but the individual program goals need to be further 
contemplated.  We believe that setting these non-energy goals is an important management 
tool, can motivate staff, and can help the regulatory agency and interested parties understand 
and have confidence in the programs.  
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3. Flexibility 
We believe that PG&E may be overly flexible in its approach to program planning.  Indeed, 
the primary contributor to the tentative nature of the portfolio is the fact that PG&E is 
choosing to wait until after the third party bidding process, in which most of the portfolio 
will be up for bid, to finalize the mix of programs in the portfolio.  Likewise, during program 
implementation we believe that PG&E may be requesting too much fund-shifting and 
programmatic flexibility.  We address the fund-shifting issue and offer our recommendations 
in a separate section.  PG&E did not propose a mechanism by which programs will continue 
to be monitored for signs that they should be scaled back, terminated or provided with 
additional resources. 
 
Recommendation 
We believe PG&E should set aside more funding for certain utility managed statewide 
programs in coordination with the other utilities.  We believe that the utilities may lose 
market leverage if certain areas of their efforts, which are best coordinated by the utilities on 
a statewide level, are partially bid out for third party management.  In some cases it may 
work well if a single contractor manages a statewide program on behalf of all the utilities.  
We recommend that the utilities continue to manage, or coordinate through a single 
contractor or a small number of coordinated contractors, all of the upstream efforts where the 
combined influence of the utilities can ensure the cooperation of manufactures and 
distributors, whether statewide coordinated or not.  This should apply to both statewide 
programs and programs that the utilities have not deemed to be statewide (e.g., residential 
new construction and HVAC installation quality).  We recommend that PG&E develop 
and/or describe its internal process for systematically identifying programs that need 
attention (more funding, less funding, termination).  We believe that this process should be 
vetted within the PRG venue in order to develop a process which ensures that programmatic 
issues are identified early in the process so as to allow the Commission ample time to act 
upon more significant program changes, if needed.     
 
4. Diversification of Program Risk  
Our opinion is that PG&E’s portfolio may be more risky than is desired.  PG&E is proposing 
a completely redesigned set of programs with a potentially large amount of third party 
managed programs.  The risk is that a few programs may not succeed, either through a lack 
of understanding the market at the time of program planning or through inadequate oversight 
during implementation.  Additionally, PG&E’s own programs may be at a slightly higher risk 
of failure simply because of the organizational restructuring that may be required to 
implement the new program designs.  However, this risk in the portfolio is balanced by an 
attempt to innovate, which the Commission and parties have been pressuring the utilities to 
do.  PG&E therefore deserves recognition for their seemingly innovative approach to 
program design.   
 
From another perspective however, the portfolio is overly reliant on lighting measures, 
particularly residential lighting.  While lighting measures are generally cost-effective and 
there is great potential, this reliance on lighting measures represents a risk simply because 
such a large amount of program resources will be devoted to lighting at the expense of other 
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areas of energy and demand savings potential with tremendous long term potential.  Also, the 
PRG is concerned that residential lighting, an end use that does not typically affect peak, is 
projected to contribute one quarter of PG&E’s total demand reduction. See additional 
discussion in Section III. 
 
Energy Division’s consultant team research has revealed that non-DEER measure energy 
savings assumptions, which are not adequately substantiated, account for 37% of the total 
portfolio GWh savings and 78% of the total portfolio therm savings.5  This is clearly a risk 
since verification of savings forecasts will require thorough conceptualization that is not part 
of the application.  On the other hand, it is clearly the case that program managers should be 
encouraged to match savings estimates to specific program designs and to specific field 
research that demonstrates use of different savings estimates than those from the DEER 
database for program designs that are not properly addressed by DEER.  For example, the 
DEER database includes customers who use very little air conditioning in its accounting for 
HVAC measures, which would not be relevant for well-targeted programs where 
substantially higher energy savings have been demonstrated by field verification.   
 
Recommendations 
We commend PG&E for attempting a new and potentially effective customer based 
approach.  While this introduces a risk factor, we are hopeful that the potential benefits 
outweigh the potential risks.  We are not satisfied with the diversification of measures in the 
portfolio however.  At the very least, PG&E should not increase reliance on lighting 
measures, especially residential lighting.  If PG&E has a window of opportunity to continue 
to refine their programs throughout the summer (if the Commission grants the opportunity), 
we recommend that PG&E be required to re-examine its proposed mix of measures with the 
objective of reducing reliance on lighting and increasing funding for measures that have an 
impact on critical peak.  This last point was discussed on many occasions during PAG and 
PRG meetings but does not seem to be adequately addressed in the program portfolio.        
 
5. Responsiveness to PAG/PRG Input 
Throughout the PAG process PG&E openly solicited input from PAG members and 
interested parties, particularly regarding the third party bidding process.  PG&E did not 
however allow for much PAG input into the initially presented portfolio design, as many of 
the PAG meetings were repetitive in nature with PG&E staff mostly giving presentations, 
and did not allow much time for PAG members to comment.  The structure of the portfolio 
was presented mostly as a “done deal” within which the PAG members were invited to 
provide input on the details.  In retrospect, this efficient approach, given the timing of the 
portfolio planning process, did not allow enough time for a fully collaborative ground-up 
approach.  PG&E diligently recorded comments from PAG members and interested parties 
and documented responses to concerns voiced during the many day-long meetings and 
workshops, even though in many cases recommendations seemed too quickly dismissed.   
 
The process by which PG&E developed the competitive bid criteria was very open and 
transparent.  PG&E was responsive to discussing its planned criteria with the PAG and PRG, 
and PG&E modified its original proposal based on feedback from both the PAG and PRG. 
                                                 
5 TecMarkets team report, May 27, 2005, p. 21. 
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Similarly, PG&E created a remarkably open and productive forum for discussing potential 
partnership programs with local government representatives and their agents.  However, we 
note that no partnership programs are yet proposed, so we cannot comment on whether the 
effort will produce an effective and participatory outcome.  
 
Recommendations 
We recommend that PG&E continue to meet with its PAG and PRG on a regular basis 
throughout the summer (and longer as necessary) in order to work on bringing worthy 
stakeholder concepts into the portfolio.  Given that PG&E may be provided the opportunity 
to continue to refine their programs throughout the summer, we think this process may be 
very productive.   We recommend that PG&E consider different approaches to increasing the 
effectiveness of the PAG meetings.  One suggestion for PAG meetings is that it might be 
better to have fewer presentations by utility staff and more facilitated discussions led by PAG 
members and other guests.  This might make the meetings feel less directed towards a 
predetermined outcome.  
 
6. Innovation 
As mentioned throughout this report, we think that PG&E’s market based, customer focused 
approach is the type of innovation that may be required in this new administrative structure 
era (and attendant energy savings goals).  Upon examining the details, however, we find that 
there is much more room for innovation.  The PAG and PRG meetings discussed several 
concepts that are most definitely promising in the long term, and PG&E has not dismissed 
them, but PG&E has not yet shown that these are incorporated into their portfolio. Among 
these are end uses and measures such as residential plug load, water heating (including solar 
and on-demand); services such as HVAC quality installation; and program approaches such 
as on-bill financing, local government programs that ensure compliance with building 
standards, and standards training coordinated with the Energy Commission.  Similarly, the 
recommendation for local government program commitment to insuring compliance with the 
Building Standards appeared to be too easily dismissed.    
 
We believe that PG&E’s plan for competitive bidding is likely to encourage proposals for 
innovative third party managed programs.  
 
Recommendation  
We recommend that PG&E continue to work with its PAG to develop concepts suggested by 
the PAG/PRG, to identify additional potential innovative program concepts, and to develop a 
plan to implement those that have a high likelihood of success or high impact potential.  We 
are encouraged by the potential for innovative programs that are expected through the 
competitive bidding process, but wish to encourage PG&E to undertake selected innovative 
programs of its own.    
 
7. DSM Integration  
The only area of PG&E’s portfolio documentation that discusses integration with DSM 
(demand response, interruptible rates, conservation) as well as distributed generation and 
renewables is the third party bidding evaluation criteria.  PG&E intends to request proposals 
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for programs that will provide integrated DSM opportunities to interested customers.  The 
PRG is not able to evaluate DSM integration based on the incomplete documentation of the 
utility's plans. 
 
Recommendation 
We believe that PG&E should be more actively involved in planning specific integrated 
DSM interventions in addition to requesting bids from third parties.  One approach that might 
be entertained is a per peak kW performance rebate program that is integrated into each of 
the market sector programs.  We hope that the DSM integration approach is more than just a 
venue to share leads among DSM and EE programs.   
 
8. Leverage 
There is no specific mention of planned activities that will leverage DSM and conservation 
efforts lead by other organizations in the material PG&E provide to the PRG on May 10.  
 
Recommendation 
We recommend that PG&E hold one or more workshops specifically for this purpose, 
perhaps coordinated statewide with the other utilities and combined with discussions on 
statewide coordination.  PG&E has done a good job of coordinating with and leveraging 
DSM and conservation efforts lead by other organizations in the past and we recommend that 
this effort be continued.   
 
9. Rationale for Bidding 
We address this issue and provide our recommendations in Section V, Third Party Bid 
Solicitation/Competitive Bidding Process. 
 
10. Coordination 
Within each target market, the coordination of the IOU, non-IOU and partnership programs 
remain vague. PG&E states that the “specific actions required to coordinate will be 
developed during the contract negotiation stage and may be revised as the programs start 
operating in the field based on actual field experience” (p. 5-4). The PRG does not endorse 
such last minute ad-hoc planning which could hinder the ability of third-party programs to 
proceed as planned. We address this issue more substantially and provide our 
recommendations in Section VI, Statewide Coordination.   
 
Recommendation 
We recommend that PG&E provide more concrete coordination plans in its compliance filing 
to the Commission prior to program launch. 
 
11. Compliance with Policy Rules and other Commission directives 
The PRG differs with PG&E on its representation as detailed in its June 1st application6 that it 
has complied with all of the Energy Efficiency Policy Manual (EEPM) and other CPUC 
directives. In particular, the PRG is concerned that PG&E’s application may not comply with 
                                                 
6 Volume I Prepared Testimony, Section 2.5 Market Based Portfolio Complies with the Commission’s Policy 
Rules Adopted in Decision o5-04-0551, page 2-8. 
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EEPM rule II.5 concerning lost opportunities and increasing overall capacity utilization and 
lower peak loads.   See the discussion in Section III, Criteria A and B (p. 14-17) for the 
PRG’s findings and recommendations on deploying low load factor/high critical peak saving 
measures. In addition, because PG&E’s reported demand savings are “average” and not 
“peak”, and because 30% (170 MW; see Table 2, p. 16) of the 563 MW of projected demand 
savings are from residential lighting that is not coincident with peak7, PG&E’s relative 
emphasis on peak versus average energy savings appears greater than in fact it is. 
 
While designing its proposed market-based approach to discourage cream-skimming and 
minimize lost opportunities, PG&E’s PAG (as well and the other PAGs individually and as 
part of statewide collaboration) urged PG&E (and the other utilities) to not overlook possible 
near-term lost opportunities.  It is difficult for us to assess at this point, due to the lack of 
details provided in PG&E’s June 1st application, if there is any cream-skimming in PG&E’s 
programs.  The new market-based approach is still too conceptual to be anything other than a 
representation of a workable approach to achieving depth and breath of energy savings.  
 
Recommendation 
We recommend that the Commission instruct PG&E, in conjunction with the PAG, to take 
immediate action towards designing programs and program strategies to seize near-term lost 
opportunities, particularly critical peak load.  
 
12. Responsiveness to the Green Building Initiative Executive Order –  
The Governor's Executive Order S-20-04, known as the Green Building Initiative, requires a 
massive effort to increase the energy efficiency of commercial buildings by 20% by 2015.  
The CPUC is expected to apply PGC-funded efforts to accomplish this goal, and submit a 
report to the Governor on progress toward meeting this goal by September 1, 2005.  The 
Green Building Action Plan, which is adopted by reference by the Executive Order, expects 
California's utilities to insure that its PGC-funded programs meet this goal and pursue 
specific approaches, including the use of new or improved incentive programs (such as "on 
bill financing").  The Energy Commission (among other duties) is directed to develop in 
consultation with governmental agencies, public and private utilities and the business 
community a benchmarking system to benchmark all commercial buildings in the state.  
Given the very large number of commercial buildings in the state, it will not be possible to 
meet this requirement of the Green Building Initiative without focused action by the utilities. 
 
PG&E's plan provides no specifics about how it will carry out its responsibilities for meeting 
Green Building Initiative directives. 
 
Recommendation   
We recommend that PG&E revise its portfolio plan to explicitly describe how it will 
contribute to accomplishment of the Green Building Initiatives directives for its service 
territory. 
 
 
 
                                                 
7 Reference at footnote 15.  
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13. Customer Friendliness 
Conceptually, we are very supportive of PG&E’s customer focused program approach, 
streamlined application process, and customer assessment/referral clearing house. On a 
practical level we do not feel that we have enough information to positively conclude that 
PG&E’s approach will be customer friendly.    
 
Recommendation 
PG&E should envision and describe their customer based approach from the customers’ 
perspective.  We believe that this would be a good way to demonstrate the potential 
effectiveness of this approach to the regulators and PAG and may help PG&E crystallize 
their implementation plans.   
 
14. Portfolio Comprehensiveness  
Given the general conceptual nature of PG&E’s application, it hard to evaluate this portfolio 
for comprehensiveness.  As noted at Criteria 11, the PRG is concerned that the short term 
portfolio may not be comprehensive in many different aspects, including end uses, measures, 
implementation strategies, and market sectors. 
 
Recommendation 
The Commission should continue to evaluate PG&E’s planning process to ensure that the 
portfolio places sufficient emphasis on comprehensiveness. The PAG and PG&E should 
work together to realign PG&E’s portfolio to the extent necessary to increase critical load 
savings and minimize lost opportunities.  
 
15. Consistency with Potential Studies  
Please refer to the PRG finding and recommendation at Section III, Criteria B (p. 16).   
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III. Likelihood that Proposed Portfolio Will Satisfy Near-Term Savings 
Targets 
 
As described previously in the introduction section, given the lack of additional information 
about PG&E’s program details provided in the May PRG data request, it is not possible for 
the PRG to currently provide an informed opinion or recommendations on the ability of 
PG&E’s proposed program portfolio to meet their short-term goals in 2006-2008.  The 
following is a preliminary assessment given the information we were provided.   
 
While the PRG sincerely commends PG&E for its efforts over the past several months of 
PAG/PRG meetings carried out in a pleasant and cooperative manner, the May filing is 
obviously a starting, not end point, for PG&E’s 2006-08 portfolio of energy efficiency 
programs and activities.  There is significant need to improve the likelihood that PG&E will 
not only meet its short- and long-term average demand and annual energy savings targets, but 
also to address reliability and critical load issues in California. The PRG is concerned that 
PG&E’s projected savings may be largely overstated from outdated and unreasonably low 
assumptions of program free riders, particularly in lighting which accounts for fully two-
thirds of the projected savings. Related to this, there appears to not be enough attention 
focused on saving energy on peak, particularly in residential and small commercial space 
cooling, and natural gas water heating.  
 
California’s energy agencies (CEC and CPUC) are expecting PG&E to significantly increase 
the annual electricity and gas savings achieved by its energy efficiency programs over the 
next few years. (See Figure 1).  Relative to PG&E’s reported savings in 2004, the 2008 goals 
will require: 

• Roughly 1.7 times the annual electricity savings (GWh/year).  
• About 1.6 times the annual demand savings (MW/year). 
• About the same amount of natural gas savings (MMTh/year). 
 

PG&E’s June 1st application contains two different sets of projected savings: Volume I 
Prepared Testimony, Tables 3-1 and 3-2, pages 3-30 and 3-31; and Volume I Appendix 9.5 
Projected Program Impacts by Year (Energy Division Workbook Attachment 1). In its June 
1, 2005 application, PG&E projects it will exceed its three-year (2006-2008) combined goals 
for GWh/year by 12%, MW/year by 13%, and therms by 8%.8  However, in PG&E’s June 1 
application Appendix 9.5, PG&E presented in the ED Summary Workbook conflicting 
information: annual energy and therm savings will exceed targets by 7% and 17% 
respectively, with a shortfall in average demand savings of 8%. Appendix A provides a 
comparison of the differences in projected savings from PG&E’s two sets of data. 
 
The PRG is using the ED workbook data for purposes of this report, since they raise some 
concerns.  
 

                                                 
8 Volume I, p. 3-30. 
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Figure 1- PG&E Savings Goals in Perspective9

(with information provided in PG&E’s June 1, 2005 Application, Appendix 9.5) 

0

200

400

600

800

1000

1200

1400

2004 2005 2006 2007 2008

G
W

h/
yr CPUC Savings Goals

Reported/Planned by PG&E

0

50

100

150

200

250

2004 2005 2006 2007 2008

M
W

/y
r CPUC Savings Goals
Reported/Planned by PG&E

                                                 
9 PG&E 2004 reported savings and 2005 planned savings include commitments along with actuals (data 
obtained from PG&E’s 2004 AEAP report).  The historic (2004-2005) data is also overstated due to recent 
changes in CFL hours of operation, inclusion of programmable thermostats (determined to not provide 
sustained savings), and assumptions that all high efficiency central HVAC units are operating at nameplate 
efficiency ratings (field data reflects that conservatively 50% are not being properly installed). These matters 
are important to the short term assessment for two reasons. First, PG&E may have even a bigger challenge 
ahead than just increasing electricity savings by 1.7 over the four-year period. Second, this exercise illustrates 
the importance of good program design to insure a high-level of verified and sustained savings for integration 
with supply side resource procurement. 
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The PRG conducted a near-term assessment of PG&E’s proposed portfolio with the 
following four criteria: 
 
Criteria A:  Has PG&E built a reasonable margin of error when comparing program 
forecast savings targets against the Commission’s savings goals?  
  
Finding:  Possibly, though uncertain, for electric average demand, annual energy savings, 
and natural gas therm savings. 
 
Analysis:   Table 1 provides a comparison of PG&E’s projected portfolio savings to the 
CPUC’s targets annually, and for 2006- 2008 in total. The right hand columns show that 
PG&E is projecting annual energy savings over target by 195 GWh or 7%, while average 
demand savings are under target by 8% or -50 MW.10  Annual net therm savings are 
projected to exceed the three year targets by 17%. 

 
 
 
 
 
 
 
 
 
 
 
 

                                                 
10 When comparing PG&E’s projected demand savings to the CPUC’s targets, it is important to keep in mind 
that this is average demand, not coincident peak demand. If policymakers are interested in energy efficiency as 
offsets to critical load peaks when prices are high, then PG&E’s projected demand savings should be adjusted to 
net out 90% of the residential lighting savings (this does not change the annual energy savings.) See footnote 15 
for 90% reference.  
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Table 1: PG&E Projected Portfolio Impacts June 1st Application Appendix 9.5 
  2006 2007 2008 2006-2008 

% 

    
Targe

t   

% 
Targe

t    

% 
Targe

t   

% 
Targe

t  

Annual Net Electricity Savings (GWh/yr) 876 
106

% 996 
106

% 1,149 
109

% 3,021 
107

% 
CPUC Electricity Target (GWh/yr) 829   944  1,053   2,826   
Savings Over/Under Target  47   52  96   195   
Annual Average Net Demand Savings 
(MW)*** 167 

93% 
185 

90% 
211 

93% 
563 92% 

CPUC Demand Target (MW)*** 180   205  228   613   
Savings Over/Under Target  -13   -20  -17   -50   

Annual Net Therm Savings (MTh/yr) 15,982 
120

% 
17,02

7 
114

% 
19,64

7 
113

% 
52,65

6 
117

% 

CPUC Natural Gas Target (MTh/yr) 12,600 
  14,90

0 
 17,40

0 
  44,90

0   

Savings Over/Under Target  
103,38

2 
  

2,127 
  

2,247 
  

7,756   
 
Even though PG&E is for the most the most part redesigning all of its programs, its proposed 
portfolio seems to continue to rely largely on “tried and true” energy saving measures that 
have been incented by California IOUs for several years. A key risk area in PG&E’s 
projected savings is the increasing levels of program free riders, captured in the net-to-gross 
(NTG) ratios.  NTG ratios for the most part have not been updated for some time, with the 
NTG ratios for nonresidential in particular are very high – meaning low levels of assumed 
freeridership. With increasing program efforts directed at upstream market actors, one would 
expect that there will be higher free-ridership. This is further supported by the TecMarket 
Works team’s May 27, 2005 draft report for the CPUC and PRGs on the IOUs’ preliminary 
energy efficiency plans.  The TecMarket Works draft report urges caution in the use of the 
current default NTG ratios in the DEER database:11  
 

 “Each utility provided a net-to-gross (NTG) number for each measure.  However, the NTG 
numbers were generally the same across all the measures within a program.  As presumably 
instructed, the utilities used default NTG numbers based on the CPUC Policy Manual. For 
example, PG&E’s Mass Markets Program utilized a NTG of 0.96 for all C&I measures from LED 
exit signs to NEMA premium motors.  PG&E did change the NTG to 0.80 for residential 
customers.  However, using these numbers increases the risk that the portfolio will not produce 
the savings indicated by the program planners and may be inconsistent with some evaluation 
findings that report different NTG values. Certainly, when the program description indicates that 
a particular measure has a 40-50% market share, the default NTG assumption of 0.80 or 0.96 may 
not be reasonable.  This can be further seen when industrial program participants are given the 
prescriptive rebates with the attendant NTG more appropriate for a Hard to Reach sector than 
large industrial customers. While these standard NTG levels make it easier for planning and 
analysis, they usually, but not always, increase the risk of overstating savings forecasts within the 
portfolio.” (p. 5, emphasis added) 

 
The PRG’s concerns over rising levels of program free riders is illustrated in Table 2, which 
provides a comparison of the relative contribution of lighting measures to PG&E’s portfolio 
                                                 
11 Draft Report for the CPUC and PRG The California 2006-2008 Energy Efficiency Portfolio: A Review of 
Early IOU Planning Documents, May 25, 2005, TecMarket Works. 
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in total for 2006-08.  Fully two-thirds of all demand and energy savings in PG&E’s three 
year portfolio are from lighting measures – with one-quarter of the demand, and nearly one-
third of the energy savings, from screw-in CFLs (all of which appear to be assigned to the 
residential category.)  NTG ratios in the range of 0.50 for screw-in CFLs and possibly other 
lighting measures as well may be more realistic. Using lower, and more realistic, NTG ratios 
for lighting measures, or even for CFLs alone, will jeopardize the portfolio’s ability to meet 
its short term goals.12

 
Table 2: PG&E 2006-08 Portfolio: Lighting Measures to Total  

  GWh  % Tot  MW % Tot 
Total Portfolio  3021  563   
Lighting subtotal  2156 71% 386 69% 
residential lighting  876 27% 188 30% 
screw-in CFLs  801 27% 170 30% 
note: all but 12 GWh or less than 2% of the CFL savings are  
attributable to the residential category   

 
Aside from concerns over growing levels of free-ridership, PG&E’s projected electric 
demand and energy savings and natural gas therm savings are also possibly vulnerable in 
other ways as well. For example, the long term savings from screw-in CFLs, (and to a lesser 
extent possibly other lighting measures) may need to be discounted to reflect uncertain- to 
low-levels of retention.13  
 
PRG Recommendation: The Commission should encourage its staff and parties to evaluate 
PG&E’s application to ensure that it is able to meet the Commission’s goals under a lower 
NTG ratio scenario for lighting measures. Furthermore, we recommend that PG&E work 
with Energy Division staff to determine a realistic level of savings attributed to 
programmable thermostats based on recent DEER updates.    
 
Criteria B: Does PG&E’s portfolio place sufficient emphasis on reducing critical load as 
directed by the Energy Efficiency Policy Manual for post-2005 programs?   
 
Finding: No.  
 
Analysis: The PRG notes that the majority of PG&E’s residential program savings (within 
the Mass Markets Program) are not targeted at reducing summer utility peaks (see Table 3).  
Fully 85% of the residential category demand savings and 86% of the energy savings are 
from lighting in PG&E’s portfolio filing. Research shows that over 90% of residential 
lighting does not operate coincident with the utility peak.14  While achieving these savings 
may provide cost-effective energy savings,15 it is not likely to “aggressively increase capacity 

                                                 
12 See Appendix C for examples. 
13 Reference Kema-Xenergy 2002 potentials analysis, page 31. 
14 Reference for 90% residential lighting savings not coincident with peak demand: Lighting Efficiency 
Technology Report, Volume I, California Baseline.  California Energy Commission, September 1999, P400-98-
004VI, Figure 2-34, p. 44.  www.energy.ca.gov/efficiency/lighting/VOLUME01.PDF. 
15 Given the concerns over growing levels of free ridership, and uncertain to low-levels of retention, lighting 
cost-effectiveness is not a given.  PG&E’s estimated TRC benefit-cost ratio of 1.92 could change significiantly 

 
PG&E PRG Assessment 16 June 8, 2005 



 

utilization” as called for in the Policy Rules.  
 
Only 5% of forecasted demand and energy savings are projected from residential space 
cooling – the end use responsible for a large portion of California’s utility peaks in the 
summer.  In fact, the 2006 savings from the space cooling use are lower than PG&E’s 
reported 2004 residential HVAC savings of 34% demand and 6% energy. This trend toward 
achieving less peak saving over time from the residential category is in the wrong direction.   
   

MW % GWH % MW % GWH %
Residential 1,508 6,838 50 3% 231 3%
HVAC 833 55% 737 11% 2.6 5% 12.5 5%
Lighting 259 17% 2,970 43% 42.7 85% 199 86%
Commercial 88 486
HVAC 46% 23% 21 24% 98 20%
Lighting 43% 45% 40 45% 258 53%

Table 3: Comparison of Kema-Xenergy Potentials Analysis to 
PG&E  2004 Reported and  2006 Projected Savings 

% of Total Customer Cateogry Savings
Savings Potential 2006 Portfolio Savings 

 
 
PG&E’s proposed continued emphasis on residential lighting relative to space cooling is also 
largely at odds with the Kema-Xnergy16 potentials analysis. While PG&E’s projected HVAC 
savings from the nonresidential category are an improvement over 2004 reported savings, 
nonresidential HVAC savings are still low relative to the projected peak demand potential 
identified in the Kema-Xnergy analysis. 
 
Although this analysis of the relative contribution from end-uses indicates that PG&E should 
place additional emphasis on reducing energy and peak demand associated with HVAC, we 
note that PG&E has made an effort during this planning process to work with stakeholders to 
design a program that will lay the foundation for an expanded HVAC effort.  While the PRG 
strongly supports PG&E’s proposed new HVAC activities, it is too early to tell how long it 
will take PG&E to ramp up the infrastructure to deliver greater savings from HVAC.   
 
PRG Recommendation: The Commission should encourage its staff and parties to evaluate 
PG&E’s application to ensure that their portfolio places sufficient emphasis on critical load. 
The PRG and PG&E should work together to realign PG&E’s portfolio to the extent 
necessary to increase critical load savings.  
 
Criteria C: Does PG&E’s proposed portfolio appear to be cost-effective?  
 
Finding: Yes. 
 
Analysis: PG&E projects a TRC benefit-cost ratio of 1.61 and a PAC benefit-cost ratio of 
2.24 for the 2006 – 2008 time period (p.3-43 and 3-44 of June 1 application). Given the lack 
                                                                                                                                                       
if the combined effect of possible changes to the NTG ratios and assumed verified and retained savings is not 
positively counterbalanced by additional cost-effective, verified and retained savings. 
16 Kema-Xnergy energy efficiency potentials analyses 2002 and 2003.  
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of actual program implementation details at this time, we express some caution as to the 
reliability of these estimates.17    
 
PRG Recommendation:  None. The PRG notes, however, that these benefit-cost ratios 
appear to provide some room for realigning the portfolio to the extent necessary to more 
place additional emphasis on critical peak load.  The TRC should be recalculated as part of 
the expected fall filing using updated program budgets/costs and savings estimates that 
reflect the more detailed program design information. 
 
Criteria D: Is PG&E's short-term portfolio sufficiently diversified (i.e are all the eggs in 
one basket)?   
 
Finding: While not possible to make a definitive determination at this time based on the 
general nature of PG&E’s application, the PRG does have some preliminary concerns. 
 
Analysis:  The PRG is concerned that within PG&E's proposed portfolio, the proposed Mass 
Market Program alone represents nearly 50% of the overall budget, and accounts for 63% of 
the peak demand savings and 68% of the electricity savings (p. 3-45 of PG&E’s June 1, 2005 
application).  Thus, the Mass Markets program will be key to the success of the overall 
portfolio.  Table 5 reflects that for at least the 2006-08 portfolio, the Mass Market program is 
by far a lighting efficiency program generating fully three-quarters of the projected demand 
and energy savings, with over half of the annual energy savings from screw-in CFLs.  
 
Table 5: PG&E 2006-08 Mass Markets Program: Lighting Measures to Total 

 GWh  % T  MW % T 
Total Program  2072  362  
Lighting  1602 77% 276 76% 
screw-in CFLs  834 52% 136 38% 

 
PRG Recommendation: The PAG/PRG and the Commission should closely monitor the 
savings results from the Mass Markets Program to ensure that they are on track to meet their 
goals.  The PRG suggests that PG&E reevaluates its over-reliance on lighting measures (and 
screw-in CFLs in particular) in order to create a more diverse portfolio. 

                                                 
17 Ibid at 16. 
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IV. Likelihood that Proposed Portfolio Will Satisfy Long-Term Savings 
Targets 
 
As described in the introduction, without further program details from PG&E at this time, the 
PRG is limited in its ability to provide meaningful feedback on the likelihood that the 
proposed portfolio will meet or exceed the long-term savings targets beyond 2008.  
 
We express our support for PG&E’s ongoing commitment to the Emerging Technologies and 
Codes and Standards programs.  These efforts, along with the research and development 
work under the CEC’s PIER (Public Interest Energy Research) program, will pave the way 
for the introduction of the next generation of energy efficient products and services that will 
provide savings for future years down the road, and the next set of mandatory standards that 
can lock in future energy savings that were made possible in part by the utilities’ other 
programs. However, PG&E did not provide long-term savings estimates for either of these 
programs. We recommend that PG&E work with the other utilities and Energy Division to 
develop a systematic methodology for forecasting savings for these programs based on 
experience to date.  
 
In addition to the Emerging Technologies and Codes & Standards programs, other programs 
that contribute to long-term savings include new construction programs, innovative programs 
implemented by third parties, and other upstream incentive programs such as the Golden 
Carrot. We recommend that PG&E allocate a minimum of 20% of the total program funding 
to programs resulting in long-term savings. For 2006, PG&E proposed to allocate 4% of its 
portfolio funding to residential new construction, 12% to non-residential new construction18, 
1.4% to the Emerging Technologies program, and 0.6% to the Codes & Standards Program. 
The PRG will continue to work with PG&E in ensuring an adequate proportion of funding 
allocated to long-term savings program.  
 
As described above, PG&E’s heavy reliance on lighting measures in its portfolio is also of 
potential concern with regards to PG&E’s ability to meet its long-term goals.  The PRG is 
concerned that residential CFLs may not be able to continue to gain market share in 
proportion to the incentive levels that are offered.  Although we understand that these 
lighting measures are cost-effective and easily achievable in the short-run, we strongly 
encourage PG&E to include advanced lighting measures, and begin laying the foundation for 
achieving future savings with programs not yet fully developed, such as the investment in 
developing HVAC programs (contractor training, quality installation, etc.). We recommend 
that PG&E continue to work with its PAG to develop a set of vision statements that 
articulates its long-term goals for specific market segments or technologies, and to develop 
programs that invest in the supply-side infrastructure such as HVAC contractor training. 
 

                                                 
18 It remains unclear, however, whether PG&E budgets for new construction projects as they are committed, or 
whether PG&E budgets for these projects as they are installed. If the latter is true, then we would exclude the 
funding for new construction programs in determining the proportion of total program funding allocated to 
long-term savings programs.  
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V. Third Party Bid Solicitation/Competitive Bidding Process 
 
The PRG reviewed PG&E’s proposed areas of the portfolio to be bid, process for soliciting 
third party bids, and criteria to evaluate the bids. PG&E proposed three types of RFPs: 
Targeted Market RFP, Innovative Savings RFP, and Market Integrated DSM RFP, with the 
respective allocation of 70%, 20% and 10% of the total competitively bid funds.  
 
The PRG strongly supports, in theory, PG&E’s plans to leave open much of its portfolio 
(everything except for emerging technologies, upstream lighting and information-only 
programs) to bid in order to select the best portfolio of IOU and non-IOU implemented 
programs that will achieve the greatest energy savings.  In addition, the PRG supports 
PG&E’s vocalized plans (at PAG and PRG meetings) to replace parts of the PG&E portfolio 
with third-party bids that will be better able to achieve the same goals (either through specific 
expertise or higher cost-effectiveness).  We believe this is an example of PG&E taking to 
heart the desire of the Commission in D. 05-01-055 to treat all implementers fairly.  
 
However, we believe some additional detail about the competitive bidding process is 
warranted.  Largely missing from PG&E’s proposal are the approximate level of competitive 
bid funding and projected savings from the third party programs.  The PRG is unable to fully 
assess PG&E’s competitive bid plan due to the lack of complete information.  We 
recommend that the Commission require PG&E to submit a full competitive bid plan prior to 
the issuance of any RFPs for third party programs. The full plan should explicitly state a 
minimum budget for competitive solicitations, which should represent at least 20% of the 
total portfolio budget (with the EM&V funding included in the total portfolio budget) in 
compliance with D.05-01-055.  Furthermore, we recommend that PG&E modify its Targeted 
Markets RFP within the bid plan to accept non-resource program bids (i.e. programs that do 
not produce measurable energy savings) which will be evaluated using a different set of 
criteria from the Targeted Markets resource program bids. 
 
The PRG supports PG&E’s proposal for a bifurcated Commission decision so that the third 
party bidding process can begin as soon as possible after June 1.  Within the application, 
PG&E stated its intention to seek permission from the Commission to start bidding 
uncontested areas of the portfolio soon after June 1. The “contested areas” of the portfolio 
would be held from bidding until after the Commission approves the June 1 application (p. 5-
6 of PG&E’s draft application submitted to the PRG on May 10, 2005). The PRG recognizes 
that any delays in the launch date of programs may jeopardize the ability of the program 
implementers to meet their program goals and may cause a delay in any future portfolio 
evaluation activities. To ensure that there is adequate time to select third party program bids 
and to allow them to begin implementation by the first of the year, the PRG recommends that 
the Commission bifurcate its decision on this application and authorize PG&E to begin the 
phase one Targeted Market RFP and Innovative Savings RFP process as soon as possible and 
prior to the Commission’s approval of PG&E’s full application (PG&E proposed a two-phase 
bidding process, modeled after SCE’s IDEEA solicitation process).  
 
Our detailed comments on each RFP area, the bid solicitation process and the bid evaluation 
criteria are discussed below. 
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Comments on the Target Markets RFP 
 
Within the application, PG&E broadly described its plan to solicit competitive bids for 
programs in all ten targeted market sectors19. The only stated area that will not be bid out is 
upstream lighting programs. In our follow-up email exchange with PG&E requesting further 
specification, PG&E reiterated that they will be seeking third party proposals for virtually all 
market segments, but they noted the following areas within the target markets that they see a 
need to especially seek third party input: 

(i) agricultural pumping, canning, and food dehydration 
(ii) biotechnology/laboratories, clean room, and data centers 
(iii) hospitals and ICF3 and ICF4 nursing facilities 
(iv) oil refineries, water and waste water treatment plants 
(v) campus housing 
(vi) commissioning and retrocommissiong 
(vii) technology-specific interventions across sectors (e.g., compressed air and 

industrial refrigeration systems) 
 

The PRG recommends that PG&E explicitly state the priority areas within each target market 
sector when issuing the Target Markets RFP to provide better directions to the bidding 
parties, as asked for by third parties during PAG meetings. We further recommend that 
PG&E include building operator certification and real estate related time-of-sale program 
strategies (e.g. inspections, energy efficiency mortgages) in its targeted solicitation. These 
areas hold the potential to provide substantial long term energy savings.  
 
The PRG further recommends that PG&E modify the Target Markets RFP to accept third 
party proposals for programs that do not provide measurable energy savings. Such programs 
may include information and outreach efforts, audits, training and design assistance activities 
that do not lend readily to immediate measurable energy savings but are complementary to 
other resource programs. Though PG&E has been supportive of continuing successful 
information-only third party programs, PG&E has specified in PAG and PRG meetings that 
they will not consider bids for new non-resource programs as they have in the past, arguing 
that the new aggressive savings goals and cost-effectiveness requirement require PG&E to 
manage non-resource programs internally to prevent cost overruns by third parties.  The PRG 
believes PG&E’s portfolio can benefit from the expertise of third parties who may have 
focused information for specific market sectors.  Furthermore, we believe that statewide 
marketing campaigns should be supplemented with outreach activities at the local level by 
local experts with insights into specific markets. By openly accepting non-resource program 
bids, PG&E will lessen the pressure for third parties to create workaround strategies to claim 
energy savings such as CFL giveaways. 
 

                                                 
19 PG&E’s targeted market sectors include: (i) schools and colleges; (ii) retail stores; (iii) restaurants; (iv) 
agriculture and food processes; (v) fabrication processes and heavy industries; (vi) medical facilities; (vii) office 
buildings; (viii) hospitality facilities; (ix) hi-tech facilities, and (x) mass markets, which include residential and 
small commercial customers. 
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Within each target market, the coordination of the IOU, non-IOU and partnership programs 
remain vague. PG&E stated that the “specific actions required to coordinate will be 
developed during the contract negotiation stage and may be revised as the programs start 
operating in the field based on actual field experience” (p. 5-4). The PRG does not endorse 
such last minute ad-hoc planning which could hinder the ability of third-party programs to 
proceed as planned. We recommend that PG&E provide more concrete coordination plans in 
its compliance filing to the Commission prior to program launch.  
 
At a PAG meeting, PG&E clarified that the third-party proposals that address cross market 
technologies would be welcomed and considered within the Targeted Market RFP.  The PRG 
supports this process, and recommends that PG&E specifically explains this when issuing the 
RFP.  Specifically, we recommend that PG&E emphasize water heating and HVAC-related 
(including duct sealing) programs that will further enable PG&E to capture therm and/or 
critical peak savings.   
 
Comments on the Innovative Savings RFP 
 
PG&E proposed to solicit innovative one-year programs to operate in 2006, 2007 and 2008. 
The selected innovative programs will be given the chance to field test their concept before 
the program is considered for adoption on a larger scale (p. 5-4). The PRG is highly 
supportive of the staggered solicitation schedule, which gives PG&E the flexibility to extend 
successful programs or pull funds from underperforming programs, but also helps to nurture 
the marketplace by allowing market actors to continue to introduce new program ideas 
throughout the program cycle. There is, however, no explicit definition of “success” when 
assessing the performance of the innovative programs. The PRG recommends that PG&E 
continue to work with the PRG to create a set of criteria for the assessment of innovative 
programs.   
 
Comments on the Market Integrated DSM RFP  
 
PG&E proposed to solicit third party programs that educate customers about integrated DSM 
opportunities and target markets that in general can benefit from more than one DSM option. 
Given that the Commission has directed the IOUs to jointly identify integrated DSM 
opportunities, the PRG believes that market integrated DSM program planning should be a 
statewide collaborative effort rather than a regional third party program initiative. The PRG 
recommends that PG&E continues working with the other utilities to address the potential for 
integrated DSM prior to any solicitation activities in this area. 
 
Comments on Bid Solicitation Process 
 
Based on public feedback on the competitive bid process, PG&E proposed a two-phase 
bidding process modeled after SCE’s “IDEEA” solicitation, with allowance for PAG input 
on the bid package, as well as a one-month response period for both the stage one and stage 
two solicitations. The PRG is generally supportive of these proposals.  In their proposed third 
party bid schedule within PG&E’s June 1st application (refer to Appendix 9.4, p. 4), PG&E 
planned to issue the RFP (or Conditional RFP) on June 20th. This date may be too aggressive 
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assuming that the Commission adopts the PRG recommendation that requires PG&E to 
submit a full competitive bid plan with modifications to its Targeted Markets RFP prior to 
the issuance of the RFP. Given that the schedule currently allows almost three months 
between the start of contract negotiation to the start of the 2006 program year, we believe 
there is enough slack to accommodate a later date for the RFP issuance.   
 
Comments on Bid Evaluation Criteria 

 
The PRG supports the threshold criteria proposed by PG&E for the stage one screening as 
well as the evaluation criteria and relative weights assigned to each criteria for the Targeted 
resource and Innovative program solicitation. We recommend that when applying the 
“portfolio fit” criteria in evaluating bids in each RFP, PG&E should also consider how well 
the overall portfolio addresses end uses that deliver critical peak savings. 
 
For the Targeted non-resource programs, the PRG suggests the following evaluation criteria: 
 
Threshold Part 1  
 Bid Responsiveness Y/N 
 Applicable Licenses Y/N  
 Financial Stability Y/N 
 
Threshold Part 2 
 Vendor References 5 
 Track Record  5 
 Program Team  5 
 Project Feasibility 5 
 
Evaluation Criteria 
 Cost Efficiencies   25 
 Portfolio Fit    25 
 Minimizing Lost Opportunities 10 
 Innovation    20 
 Experience    10 
 WMDVBE    10 
 
Comments on the continuation of successful non-IOU programs 
 
While D.05-01-055 explicitly instructed the IOUs to continue successful non-IOU programs, 
there is no common definition of “success” across the IOUs in their assessment of ongoing 
non-IOU programs. Out of a total of 38 existing third-party programs currently operating in 
PG&E’s territory, 29 submitted applications for continued funding.  PG&E proposed to 
continue only six programs.  At the same time, other programs that have met their program 
targets, stayed within budget, and deemed to be consistent with CPUC and procurement 
objectives and will need to re-bid in the 2005 solicitation process. The PRG believes that a 
“mainstreaming” process to move successful third-party programs into the “80%” portfolio 
needs to be further refined. Likewise, we plan to continue working with the IOUs to establish 
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a process to replace existing programs with third-party programs that are more cost effective 
and/or comprehensive in the program approach.  
 
PRG involvement in third-party selection 
 
PG&E has laid the foundation for a fair bid selection process, and the PRG expects to work 
closely with PG&E during this summer and fall to ensure there is no bias through a conflict 
of interest in all steps of the third-party selection process: 1) developing the solicitation 
process and third-party RFPs, 2) issuing the RFPs 3) assessing PG&E’s bid selections, and 4) 
integrating the selected third-parties into PG&E’s portfolio.   
 
We expect to have regular meetings with PG&E as they are developing the RFPs and 
determining how exactly the selection criteria will be applied to the bids in Stage 1 and 2 of 
the bid selection process.  Once the RFPs are issued and responses received, we also expect 
to be involved in both Stage 1 and Stage 2 of the bid selection process.  We anticipate that 
there will be a need for a minimum of two PRG meetings with PG&E during the Stage 2 
evaluation.  During each of the two bid selection phases, we expect to review PG&E’s short 
list of bids they believe are clearly acceptable, bids that are questionable, and bids that will 
be rejected.  The PRG expects that we will review PG&E’s analysis of the bids to ensure 
fairness in selection of third-party programs to be integrated into PG&E’s portfolio, but not 
the actual bids themselves.  Finally, we also expect to be closely involved in PG&E’s process 
of integrating the selected third-party programs into the PG&E portfolio to ensure fulfillment 
of the Commission’s directive that “All program implementers—IOU and non-IOU alike—
need to be selected and evaluated based on their ability to best meet [the CPUC’s] resource 
procurement goals” (D.05-01-055, Finding of Fact 36).  We expect to work with PG&E in 
developing the specific criteria they will use to decide which IOU or non-IOU implemented 
programs will best fit into PG&E’s overall portfolio. 
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VI. Statewide Coordination  
 
One area that seemed to have been shortchanged in this past round of PAG meetings is 
statewide coordination. In D.0501055, the Commission directed the IOUs to form subgroups 
of their PAG members to closely collaborate and coordinate on statewide programs that cut 
across the IOU service territories. As part of statewide coordination, the Commission has 
instructed the PAGs and IOUs to collaborate on statewide program designs and 
implementation strategies that increasingly integrate energy efficiency with demand response 
and distributed generation offerings to end-users.  
 
While the IOUs have begun the process of addressing statewide coordination issues (two 
statewide PAG meetings have been held to date on April 7 and April 29, 2005), the PRG 
believes that the process is far from complete. While PG&E has spearheaded a departure 
from the traditional energy efficiency portfolio structure, we believe that the fundamental 
aspects of customer approaches to energy efficiency, market opportunities for interacting 
with the customers, market barriers, and strategies to overcome barriers remain the same 
across the utilities. The proposed PG&E portfolio is largely the product of regional planning 
and is lacking details on statewide coordination. It remains unclear how PG&E will 
coordinate its upstream HVAC and water heating program targeting manufacturers and 
distributors with the other IOUs to best leverage their market power. Given the lack of 
discussion in coordinating statewide program designs, the PRG is unable to provide a 
meaningful assessment at this point. We recommend that the Commission direct the IOUs to 
continue the discussion with their PAG members and provide more details in their 
subsequent filing to the Commission and cover, at a minimum, the following items: 
 
1. Statewide Marketing and Outreach 
 
The IOUs and Efficiency Partnership should submit a joint plan on statewide marketing and 
outreach initiatives. Currently there is a general lack of knowledge and confusion on how the 
IOUs’ local marketing and outreach efforts will be integrated without duplicating or 
confusing statewide activities. A joint statewide plan would help mitigate these problems. 
The plan should address issues including: co-branding with 3rd party programs, coordination 
with both IOU and non-IOU program-specific marketing activities (particularly for non-
resource programs), and marketing targeted at hard-to-reach segments (this includes the 
activities carried out by Runyon Saltzman & Einhorn and Univision Television Group funded 
in the 2004-05 program cycle).  
 
2.      Statewide manufacture, distribution, and retail coordinated and market leveraged 
program(s) 
 
A coordinated statewide manufacture, distribution, and retail program should be considered 
the starting point for making energy efficiency California's first loading order resource. 
Upstream programs promote higher production levels and more aggressive distribution of 
high efficiency equipment. Upstream equipment and appliance efficiency programs have 
been practiced by many utilities throughout the country for a number of years.  Through such 
programs, manufacturers and distributors often agree to discount the cost of higher efficiency 
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equipment based on improved certainty of larger scale market demand.  Also, but not always, 
manufacturers and distributors are offered financial incentives for increased production and 
distribution of higher efficiency equipment.  
 
The IOUs have already taken the first step in identifying a full menu of energy efficiency 
equipment and appliances and determining the level(s) within the supply chain that should be 
targeted by program strategy. The logical next step for the IOUs is to coordinate on upstream 
initiatives.  By concentrating their joint market leverage, the IOUs will likely gain 
cooperation of regional, statewide or even national groups such as manufacturers, 
distributors, production builders, and trade associations.  Examples where this leverage 
would work would be in encouraging HVAC manufacturers, distributors and trade 
associations in fundamentally changing the HVAC installation and maintenance market to 
expect quality installation, and offering consistent, statewide programs to deliver field 
verified residential new construction programs to production builders.  PG&E has not 
specified how they will coordinate their efforts, including interaction and negotiations with 
upstream participants and customer tracking methods, with those of the other utilities.  We 
recommend that the utilities jointly pursue any upstream efforts, or designate a single third-
party to represent all of the utilities in the negotiation and implementation process. 
 
3. Customer Incentives and Implementation Contracts 
 
Historically, contractors and service providers have been able to hold utilities' feet to the fire 
and demand increasingly higher incentives and payment for their work.  The utilities should 
coordinate their incentives on a continual basis, and offer comparable incentives across 
service territories.  Incentives should only differ if the benefits they provide vary across 
utility territories - e.g. climate differences, or higher grid vulnerability.  Utilities should 
develop a process within which they will regularly meet and agree upon those instances 
where their incentives will differ across utility territories, and by how much.   
 
Similarly, varying contracting rules across utilities have created circumstances wherein some 
service providers and contractors operating in more than one service territory have been 
subject to various degrees of stringency in contract terms and contract management.  This 
divergence in contract terms and implementation standards has served to undermine the 
viability of some programs in certain services territories, resulted in confusion and frustration 
among contractors and service providers, and led to cases of abuse and misuse of ratepayer 
funds.  We recommend that the Commission require the utilities to work together to develop 
a set of standard contracts that will be used across utility territories. 
 
4. Integration of Energy Efficiency, Demand Response and Distributed Generation 
 
The market integration of demand-side programs is a new concept that could affect all 
market sectors. In exchanging ideas and soliciting comments from PAG members, we expect 
that the IOUs will be able to produce a more concrete strategy that delivers demand-side 
programs at the most cost effective manner without adding more confusion from the 
customer perspective. 
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5.      Emerging Technology 
 
The IOUs should jointly develop an initial detailed plan for the 2006-08 Emerging 
Technology program. The plan should include a target list of technologies/software/services 
to be explored over the next three years, estimated time to commercialize each item on the 
target list, as well as the range of estimated aggregate savings from the target list. The PRG 
recognizes that these plans may change over the next three years. 
 
6.      Codes & Standards 
 
The IOUs should jointly develop an initial detailed plan for the 2006-08 Codes & Standards 
program. The plan should include a target list of case studies, projected timeline for adoption 
by the CEC, and the estimated aggregate savings.  Again, we recognize that this is a dynamic 
process, and the plans may change over the next three years. 
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VII. Fund Shifting and Program Flexibility  
 
With a few exceptions (notably Codes and Standards, Emerging Technologies, EM&V, 
relative IOU versus non-IOU funding), PG&E has proposed unlimited fund shifting, within 
programs, across programs, across time, etc.  In general, the PRG members support fund-
shifting flexibility that will enable PG&E to meet the Commission’s savings targets.  
However, limits on fund-shifting flexibility may be relevant since some of the program 
details, including cost-effectiveness information, remain vague, and in particular, we wish to 
ensure that PG&E maintains an appropriate balance between programs that will provide near-
term and long-term savings.  Therefore, we recommend the following changes to PG&E’s 
fund shifting proposal. 
 
The reader will please note that although the other PRG members support the following 
recommendation, it is not endorsed by Energy Division, although ED staff support the 
principle of placing limits on the utilities' fund shifting flexibility.20   
 
If any of the thresholds listed below are reached, PG&E should consult with the PRG at least 
2 month prior to its proposed action [at least two month lead time may be necessary if the 
matter needs to go to the Commission by advise letter].  If the PRG reaches consensus (i.e. 
without objection from any member) in support of the utility’s proposed action, then no 
formal PUC process is needed (other than complying with the Commission’s reporting 
requirements).  If no consensus is reached by the PRG, then the utility should be required to 
file an advice letter This process would be triggered if PG&E proposed action meets any of 
the following thresholds: 
 

• Administrative costs will exceed 105% of the approved costs at the portfolio level.  
(By “administrative costs” we refer to true administrative costs, rather than the 
definition of administrative costs used in the TRC test.  

 
• Fund shifting into or out of a program that exceeds 25% of its approved budget OR 

$3 million, whichever is less, on an annual basis. 
 
• Fund shifting into or out of a program that exceeds 50% of its approved budget on a 

cumulative basis.  
 

• Funding for codes and standards, emerging technologies, statewide marketing and 
outreach, or EM&V is reduced.   

                                                 
20 Energy Division does not wish to impinge upon the PRG's freedom to request an expanded role, or to request 
that it be vested with the following responsibility.  However, Energy Division may deem it as part of its 
responsibility to advise the Commission to make a recommendation on a fund-shifting request and approval 
process that differs from that suggested below.  Energy Division has not yet determined what the staff position 
will be as it has not yet reviewed the filings or yet consulted with Commission decision makers on their desired 
level of staff oversight of utility portfolio administration and expenditures. ED, however, has concerns about the 
feasibility and propriety of the recommended process.  Energy Division does not wish to either undermine the 
PRG process by seeming obstructionist or appear duplicitous.  For those reasons, Energy Division chooses not 
to take a position in this assessment on the fund-shifting flexibility that should be granted, or the process that 
should be undertaken to grant exceptions to any restrictions the Commission decides to place upon fund-
shifting. 
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• The percent of portfolio funding allocated to non-utility implementers is expected to 
fall below 20%.   

• Implementing a new program outside of the competitive solicitation process. 
 
Within the context of fund shifting, a program is defined as a standalone component 
implemented by the IOU, third parties or partnership entities within the broad “market-
based” program referred to by PG&E in their June 1 application. As an example, if PG&E 
proposes to shift 30% of the approved budget out of a third-party program targeting the 
hospitality segment, the PRG process discussed above would be triggered.  The Commission 
should implement a mechanism to track these individual program elements so that it does not 
lose its ability to adequately observe and evaluate the programs (and program elements) 
 
As much as possible, the utility’s consultations with the PRG should occur at quarterly 
meetings, but PG&E would not be precluded from bringing items to the PRG at other times 
using means of communication such as e-mail, conference calls, or meetings.  At the 
quarterly PRG meetings, PG&E should review the status of the programs and the portfolio 
with the advisory group, and discuss any funds shifted within that period. 
 
Other than the guidelines outlined above, the PRG encourages the Commission to grant 
PG&E full flexibility in administering a portfolio of programs to meet or exceed the 
Commission’s energy saving targets.  We encourage PG&E to make use of this flexibility to 
adjust the portfolio as market circumstances change and as it gauges the relative success of 
the programs within the portfolio.  We encourage PG&E to take advantage of its PAG and 
PRG to receive input on program design changes and to continue the collaborative process it 
has begun in the past few months.   
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VIII. Conclusions and Recommendations  
 
We have attempted to include language in this assessment that reflects a consensus opinion, 
however, due to time constraints in writing this report, all members retain their right to 
submit individual comments to the Commission, or to provide recommendations to the 
Commission that are either outside of the scope of this assessment, or that differ from certain 
items or recommendations included herein. 
 
A summary of our recommendations presented in this report follows: 
 
PAG Process 

• It is of utmost importance that the collegial exchange of information and ideas 
between PG&E, PAG and PRG members, as well as third parties, partnerships, and 
utility customers – continues in both the near and long-term.   

• We recommend that PG&E continue to meet with its PAG and PRG on a regular 
basis throughout the summer (and longer if necessary) in order to work on bringing 
worthy stakeholder concepts into the portfolio.   

• We recommend that PG&E consider different approaches to increasing the 
effectiveness of the PAG meetings such as fewer presentations by utility staff and 
more facilitated discussions led by PAG members and other guests.   

 
Portfolio Approval 

• The Commission should approve the market based approach taken by PG&E. 
• PG&E should provide opportunities for the PRG to review the detailed program plans 

and to provide our high level comments on the plan. 
• The Commission should instruct PG&E to provide a description of their planned 

process between now and their fall 2005 filing, with key dates and milestones along 
the way, to which the PRG will have a chance to respond.   

• Program funding should not be approved until additional details on program 
strategies, delivery mechanisms, and implementation agents are provided to the 
Commission and made available for public review. 

 
Third-Party Solicitation 

• We strongly recommend that the Commission bifurcate its decision to allow PG&E to 
move forward with its third party RFP process immediately, prior to their planned fall 
submission of their detailed program plan. 

• We recommend that PG&E modify its Targeted Markets RFP within the bid plan to 
accept non-resource program bids (i.e. programs that do not produce measurable 
energy savings) which will be evaluated using a different set of criteria from the 
Targeted Markets resource program bids 

• PG&E should submit a full competitive bid plan (including additional detail about the 
approximate level of competitive bid funding and projected savings from the third 
party programs) with ample time for PRG review and resolution of concerns prior to 
the issuance of any RFPs for third party programs. 
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• We further recommend that PG&E include building operator certification and real 
estate related time-of-sale program strategies (e.g. inspections, energy efficiency 
mortgages) in its targeted solicitation. 

• We recommend that PG&E specifically explains in the RFP that proposals that 
address cross-market technologies when issuing the RFP are welcomed.   

• We recommend that PG&E provide more concrete coordination plans in its 
compliance filing to the Commission prior to program launch. 

 
Statewide Coordination 

• We recommend that PG&E hold one or more workshops, perhaps coordinated 
statewide with the other utilities, to discuss statewide coordination.  The IOUs should 
coordinate upstream and midstream programs targeting manufacturers, distributors 
and retailers to leverage their combined market power. 

• PG&E should set aside more funding for certain utility managed statewide programs 
in coordination with the other utilities.   

• We urge PG&E to accelerate the development of their mass market program in 
particular (since it encompasses most of the strategies that will require statewide 
coordination). 

• PG&E should hold meetings with the major retailers and product manufacturers that 
the upstream/midstream programs are targeting to discuss the proposed programs and 
budgets.   

• The IOUs and Efficiency Partnership should submit a joint plan on statewide 
marketing and outreach initiatives. 

• The utilities should coordinate their incentives on a continual basis, and offer 
comparable incentives across service territories. Utilities should develop a process 
within which they will regularly meet and agree upon those instances where their 
incentives will differ across utility territories, and by how much.  

• We recommend that the utilities continue to manage, or coordinate through a single 
contractor or a small number of coordinated contractors, all of the upstream efforts 
where the combined influence of the utilities can ensure the cooperation of 
manufactures and distributors, whether statewide coordinated or not.   

• We recommend that the Commission require the utilities to work together to develop 
a set of standard contracts that will be used across utility territories. 

 
Portfolio Composition and Development 

• We recommend that PG&E continue working with its PAG to articulate its plans to 
reach its long-term goals and provide vision statements (e.g., increase efficiency 
standards of nonresidential/residential new construction by X% by year Y; reach 
market penetration of high efficiency HVAC systems of X% by year Y) to guide its 
portfolio development.  

• PG&E should re-examine its proposed mix of measures with the objective of 
increasing funding for strategies that will set the stage for long-term savings, beyond 
the 2006-2008 program years. 

• PG&E should continue to adequately consider a wide range of product categories in 
their program development process.  PG&E should reduce its reliance on lighting 
measures, particularly residential lighting. 
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• The Commission should encourage its staff and parties to evaluate PG&E’s 
application to ensure that their portfolio places sufficient emphasis on critical load.  

• PG&E should proactively manage the hot water heating and HVAC PAGettes and 
commit to seriously considering incorporation of the group’s recommendations into 
PG&E’s final program designs. 

• We recommend that PG&E develop and/or describe its internal process for 
systematically identifying programs that need attention (more funding, less funding, 
termination).   

• PG&E should envision and describe their customer based approach from the 
customers’ perspective.   

• We recommend that PG&E revise its portfolio plan to explicitly describe how it will 
contribute to accomplishment of the Green Building Initiatives directives for its 
service territory. 

• The Commission should encourage its staff and parties to evaluate PG&E’s 
application to ensure that it is able to meet the Commission’s goals under a lower 
NTG ratio scenario for lighting measures.  

• We recommend that PG&E work with Energy Division staff to determine a realistic 
level of savings attributed to programmable thermostats based on recent DEER 
updates. 

• The PAG/PRG and the Commission should closely monitor the savings results from 
the Mass Markets Program to ensure that they are on track to meet their goals.   
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Appendix A 
 

Comparison of PG&E’s June 1st application two sets of projected savings 
 

PG&E’s June 1st application contains two different sets of projected savings: Volume I 
Prepared Testimony, Tables 3-1 and 3-2, pages 3-30 and 3-31; and Volume I Appendix 9.5 
Projected Program Impacts by Year (Energy Division Workbook Attachment 1).  
 
 

Comparison of PG&E Projected Portfolio Impacts June 1st Application  
  Table 3-1 Appendix 9.5  

   

    
% 

Target  
% 
Target  

Annual Net Electricity Savings (GWh/yr) 2,984 106% 3,021 107% 
CPUC Electricity Target (GWh/yr) 2,826   2,826   
Savings Over/Under Target  158   195   
Annual Average Net Demand Savings (MW) 634 103% 563 92% 
CPUC Demand Target (MW) 613   613   
Savings Over/Under Target  21   -50   
Annual Net Therm Savings (MTh/yr) 47,200 105% 52,656 117% 
CPUC Natural Gas Target (MTh/yr) 44,900   44,900   
Savings Over/Under Target  2,300   7,756   
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Appendix B 
 
The following contains additional analysis and recommendations prepared by some PRG 
members who felt they were potentially important but did not enjoy the support of all PRG 
members and/or there was insufficient time for other PRG members to review.  They are 
included here because the PRG members from TURN and Energy Division felt they raised 
interesting issues that PG&E may decide to address.  Other PRG members, including NRDC 
and ORA, expressed their intentions to address any of their individual issues through their 
comments on the utilities’ June 1 applications. 
 

Comparison of the Total Portfolio and Mass Markets Program Projections to  
Current Portfolio and Similar Program Accomplishments  

 
The PRG has identified what appears to be a potential disproportional decrease in total 
portfolio and program impacts relative to the proposed total portfolio and program budget for 
the Mass Markets Program.  Also, it appears that PG&Es proposed new market based 
portfolio approach provides “less bang for the buck” as sister-utility SCE.  
 
At the portfolio level, PG&E is projecting to increase over a two year period its total 
portfolio budget by 144%, with only a 40% increase in projected savings. The ratio of 
savings to budget decreases significantly, from 5.4% in 2004, to 3.1% in 2006.  The PRG is 
concerned that there is large potential for waste unless managed properly.  
 
    

Comparison of Current and Projected Portfolio Budget and Savings  
  2004 2006 % increase  
Portfolio Budget (millions)  $106 $259 144% 
Portfolio Savings (GWh)  572 798 40% 
Ratio of Savings to Budget  5.4 3.1   

 
Relative to SCE, PG&E is also projected to spend more and save less, with a larger portion 
of its total portfolio based on lighting efficiency savings. (Two-thirds of PG&E’s savings are 
projected from lighting; less than 50% of SCE’s projected savings are lighting).  
 

Comparison of PG&E and SCE Projected Budget and Savings 2006 -08  
  Budget (millions) Savings (GWh) ratio  
PG&E  $942  3021 3.2 
SCE  $705  3405 4.8 

 
 
At the program level, based on program expenditures from the 2004 – 2005 Single Family, 
Multi Family, and Express Efficiency programs, extrapolated to a three year program cycle, 
PG&E is budgeting 6 times as much for the proposed Mass Markets Program as it is 
spending through their current similar programs.  In comparison, the Mass Markets program 
is projected to achieve only 2 times the demand reduction, 2.5 times the electricity savings, 
and half the gas savings as might be expected from the current programs (based on straight 
line projections).   
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  06-08 Mass Markets  04-05 SF, MF, and Express 

  

06-08 
Three Year Budget 

and Projected 
Impacts 

% of 
Total 

04-05 
14 Months 

Expenditures and 
Impacts 

% of 
Total 

Extrapolated 3 
Year 

Expenditures and 
Impacts 

Ratio of  
06-08 Budget to 

04-05 
Expenditures 

(extrapolated to 
3 years) 

Administrative Costs  $        18,925,615 4%  $         2,568,352 8%  $      6,604,334 2.9 
Marketing/Outreach  $        10,567,804 2%  $         1,416,657 5%  $      3,642,832 2.9 
Direct Implementation  $      446,886,110 94%  $       26,403,752 87%  $    67,895,363 6.6 

Budget    $      476,379,529 100%  $       30,428,371 100%  $    78,244,383 6.1 

              

Net Smr Pk (kW)                 341,023                    68,459               176,037 1.9 

Annual Net kWh       2,071,414,060           327,348,124        841,752,320 2.5 

Lifecycle Net kWh     20,007,273,610        3,133,762,398     8,058,246,165 2.5 

Annual Net Therms            12,750,885             10,860,175          27,926,165 0.5 

Lifecycle Net Therms          171,268,261           131,519,620        338,193,310 0.5 
 

This methodology may be limited by the following factors: 
• The unit energy savings for several of the measures may have 

changed since the 04-05 programs 
• The assumed comparative program mix for this analysis (Single 

Family, Multi Family, and Express) may not be perfectly 
comparable to the proposed Mass Markets program 

• Extrapolating the program expenditures to 3 years may not be 
accurate since programs do not typically spend money on a straight 
line basis. 
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Appendix C 
 
Any number of possible changes to the NTG ratios or assumed verified and retained savings could 
significantly erode PG&E’s projected 195 GWh and 534,000  therms surplus of savings, and further 
reduce the projected -50 MW shortfall in average demand savings. For example:  
 

• Applying lower NTG ratios to the projected lighting savings (from 0.96 for nonresidential to 
0.75 and 0.8 for residential to 0.50) could drop projected average demand savings by 74 MW 
and 2006-08 energy savings by 485 GWh – thus placing PG&E projected electricity 
savings below target. 

 
• Adjusting projected savings attributable to delamping and lighting controls by one-half to 

reflect uncertainties on verified and retained savings could reduce projected average demand 
savings by 13 MW and 2006-09 energy savings by 61.5 GWh.  

 
• Netting out in total projected savings attributable to programmable thermostats to reflect the 

DEER findings could reduce projected average demand savings by 5 MW and 23 GWh, and 
4.9 Mtherms --- thus placing PG&E projected natural gas savings below target.21 

 
 

                                                 
21 47.2 projected MMtherms  - 4.9 MMtherms = 42.3 MMt savings to CPUC goal of 47.0 MMt.  
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