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Welcome Overview – Annette Beitel 
 
 
Introductions – All 
 
 
Statewide Water Heating Program - Mike Messenger 
 
There have been no significant improvements in water heating efficiency in the past 20 years.  I want to 
form a sub-committee (similar to the HVAC PAG-ette) to discuss ideas and present them to portfolio 
managers for their consideration.  I recommend that the utilities then develop a program over the next few 
months, as I don't believe people can develop a quality program within a couple of weeks for the June 
filing. 
 
It's helpful to think about the issue from the demand side.  What do you want from your water heater? 
View it as a system, don't just consider the water heater itself.  In fact, there may be more opportunities 
for savings in the delivery system than in the equipment. 
 
Sample Savings Opportunities 

• Energy Factor 
• Delivery System 
• Demand recirculation, pipe insulation, fixtures, drain heat recovery 

 
Lutz:  The water utilities are interested in water savings also.  This could be a good partnering 
opportunity. 
 
Messenger:  Yes, that is true.  The utilities should do additional research on the water-energy connection.  
In addition, there are opportunities in both the single-family and multi-family sectors.   
 
The total electricity (kWh) required to deliver and treat one million gallons of water = 2,700 kWh. 
 
Beitel:  You said that you think the report should be completed by June 1.  We want to continue to work 
on things that we haven't had time to do yet.  Is it crucial to have the report by June 1? 
 
Messenger:  I want to inform your decision about how much money to set aside for a water heater 
program.  If you don't think you need it by then, that's OK for me. 
 
Beitel:  We're planning on filing more of an illustrative plan. It won't be definitive.  We want to do the third-
party bids before we put the whole portfolio together. 
 
Merlino:  ED staff aren't sure that your plan is compliant with the decision.  Don't assume that's what 
you're going to do. 
 
Beitel:  Our PRG agreed with it, we need direction. 
 
Mitchell:  There's a distinction between what Mike is asking and what you're doing. He's not asking you to 
bid out the program.  What he's proposing is what I'd like to see on HVAC.  We want something on a 
sheet of paper that includes coordination. 
 
Messenger:  I want to give the utilities the option.  Based on preliminary analysis, here's what we got from 
our sub-committee. 
 
Tam:  I'd like to see a summary table for June 1 that shows energy consumption by end use.  Water 
heating is one.  I'd like to see what ideas the utilities have in mind for each end-use. 
 



Messenger:  There are a number of PIER projects; I want them to be part of the committee.  It's important 
not to over-commit to an outcome.  The June 1 document should be like an initial investment strategy.  
We shouldn't say whatever we submit on June 1 is what we're going to do, no matter what we learn after 
that. 
 
Besa:  We've looked at some of these already.  We are talking with the City of San Diego about a 
partnership program to include energy savings.  We are working with them now.  We're also working with 
water utilities to figure out what measures would be best to promote together.  It's not just water heating.  
It's water use through the whole system.  We are more than happy to coordinate with additional activities.  
Part of our bid includes water heating.   
 
Wynn:  We are also working with the Gas Company and the water utility to conduct home surveys. 
 
Messengers:  So, can the administrators send Mike a list of people for the committee? 
 
// Action:  Send a list of people that want to be on the water heating PAG-ette to Mike Messenger.  // 
 
Casentini:  If it's open to outside parties, I'll volunteer on behalf of DOE. 
 
Messenger: Anyone is welcome. 
 
Beitel:  Who should lead? 
 
Messenger:  Not me.  I don't care.  Possibly Jim or Marshall. 
 
Duhon:  We are already looking at water heating opportunities extensively in two areas:  the mass market 
and industrial processes, both wastewater treatment and water delivery.  The detailed planning will take 
through the fall. 
 
Messenger:  There are many advantages to sharing information and insights in a statewide committee. 
 
Lutz:  I am willing to lead, or at least be a contact point to begin. 
 
Sirkin:  Would it make sense to include water districts? 
 
Lutz:  It's possible to meet today to get things started. 
 
 
Statewide Program Elements – Athena Besa 
 
All utilities are committed to:  

• Making programs accessible and easy to participate.  Note that consistency doesn't mean we all 
do everything the same way.  We have different territories, different needs, etc. 

• Maintaining strong relationships with all market players 
• Continuously improving. 

 
What does statewide mean? 

• Specific measures offered statewide 
• Work with up- and mid-stream actors to ensure all the eligible measures are available throughout 

the state. 
 
Mitchell:  I understood that SCE is not doing an upstream HVAC program for residential. Is it the 
opposite? 
 
Arambula:  Yes, we will only be doing upstream, not downstream. 
 



Messenger:  Have all the utilities agreed to this, or just SDGE? 
 
Besa:  I am presenting the information on behalf of all. 
 
Mitchell:  You mentioned expanded POP rebates?  Do you have a list of them all? 
 
Besa:  Yes, there is a matrix in the handout. 
 
Tam:  So you will have the same services available to single family customers, but the delivery 
mechanism will be different for each?  SDGE is bidding out Appliance Recycling, but PG&E is calling it a 
utility program.   
 
Larson:  That's a misnomer.  We will both subcontract the program. 
 
Tam:  My concern is where the funding is coming from.  Is it from the 80% or 20%? 
 
Besa:  That could be inconsistent. At this time, we are still working on that.  From a customer perspective, 
it doesn't matter as long as they can recycle their refrigerator. 
 
Tam:  Will you have the same incentive levels? 
 
Merlino:  Have the utilities committed to keeping the incentive levels the same in all the statewide 
programs for the duration of the programs? 
 
Besa:  No, not necessarily.  For the non-weather-sensitive measures, they will be the same.  But for 
weather-sensitive measures, there may be local issues such as constrained areas that may need 
additional incentives.  Now that the avoided costs are differentiated by climate zone, the measures may 
be more or less cost-effective in different areas. 
 
Merlino:  What about making decisions about when measures will be dropped or added?  Will that be 
consistent across the whole cycle?  If it's possible for one utility to drop a measure independently, then 
you would lose the statewide perspective. 
 
Besa:  That is possible, but it is dependent on many different reasons.  Perhaps one utility runs out of 
funding for a particular program. 
 
Merlino:  In setting incentive levels, perhaps there's a greater need in one area than another, but what is 
the purpose of setting them at a statewide level if you know it might vary? 
 
Besa:  Right now, we are working for consistency, but we need to focus on our goals.  If we need to 
adjust things to make the goals, we need that flexibility.  Our experience with big box retailers is that they 
like us to be consistent.  We will be consistent with them. 
 
Merlino:  Do you have a list of things where it makes sense to have consistency statewide?  What are the 
items that you intend to keep consistent statewide? 
 
Beitel:  I want to answer Ariana's question, “Why bother?”  The reason is that state policy has forced 
statewide consistency and for many market actors, statewide consistency reduces barriers.  That's why 
we're trying to do that, but if we find in the marketplace that different markets are responding differently, 
we won't just unilaterally do something.  We will try to make a statewide agreement.  But there may be 
reasons that one utility wants to change something, and the others don't.  We will also notify our PAG of 
our intentions and get their feedback. 
 
Larson:  We intend to keep things as consistent as we can for the duration that we're working together on 
this.  If there's a reason to change, we want to work with people to get it changed.  We're starting here.  If 
there's a valid reason to change, we'll change. 



 
Messenger:  I think this is a regulatory issue.  The policy goals in the decision say to the extent possible, 
offer consistent programs, and get the goals. 
 
McCarty:  They also call for innovation. 
 
Messenger:  It's perfectly possible that you may want to deviate from this initial proposal.  The regulatory 
question is whether it's sufficient to notify your PAG, or should it rise to the level of the CPUC?  That is 
what Steve's presentation later is about.  
 
Rich Sperberger: If you instituted a statewide PAG that's a subset of the three PAGs, you could use that 
as a forum to discuss statewide issues, rather than your individual PAGs.  That might be helpful. 
 
Beitel:  That's a great idea, we will consider it. 
 
Messenger:  I'm going to read an excerpt from the decision.  It sounds to me like the decision envisioned 
a statewide PAG, but it doesn't cover any specific issues that might arise. 
 
Besa:  If you all want to meet quarterly, we can do that. 
 
Merlino:  There have been, and all the utilities acknowledge this, movements around the state by 
contractors to seek the best incentive levels.  That is my concern about variations in statewide programs.   
 
Bhalla:  I believe we may be defining consistency too narrowly.  We are just talking incentive levels.  In 
my opinion, there are many items it makes sense to discuss on a statewide level, such as program 
administrative structure, applications, etc..  Even if incentive levels are different.  The regulatory oversight 
should focus on whether it is structurally consistent.  The look and feel from the customer's perspective.   
There may be reasons for varying some features. 
 
Besa:  Our goal is to make it easy for customers to participate.  If it's easier for customers in PG&E 
territory to participate in a different way than in SDGE territory, than we should make that happen.  At the 
customer level, residential customers for the most part don't need consistency across the state.  As you 
move up the chain to retailers, distributors, and manufacturers, you need to have a more consistent look 
and feel. 
 
Bachrach:  A consist look and feel for manufacturers, as well as the same technical specifications. 
 
Besa:  Yes. 
 
Mitchell:  With a consistent look and feel for manufacturers, distributors, and more POP opportunities, I 
hope that gets us the market leverage power we need to bring efficient products to the end-user more 
affordably. 
 
Besa:  That is true.  Except if you are piloting something new, it's easier to work with just one.  
 
Lutz:  Where would a golden carrot program fit in to improve water heater efficiency to the levels we 
believe are technically possible.  We need to dangle something in front of the manufacturers. 
 
Besa:  There are definitely places for those programs.  On the refrigerator golden carrot, SDGE didn't 
participate.  We didn't get the golden carrot refrigerators until later. 
 
Rodriguez:  With respect to golden carrots, it's important to know that all the CA IOUs are members of the 
Consortium for Energy Efficiency (CEE), which is the organizing function that brought the golden carrot to 
us.  The golden carrot function is really a national effort, even a continental effort. 
 



Besa:  OK.  Our NR programs will work to help participants comply with the Governor's Green Building 
Initiative (GBI).   All our offerings will make it possible for government and private-sector buildings to 
participate, including commissioning, retro-commissioning, and LEED certification.   
 
Messenger:  To what extent do we have an obligation to assess how programs are consistent with the 
GBI?  What is the PRG's role? 
 
Pennington:  The GBI requires active work on benchmarking.  I don't see that word in your documents. 
 
Beitel:  Is it the PRG’s duty to evaluate whether they are consistent with the GBI?  Our obligation as 
administrators is to demonstrate compliance with state policy.  We don't now know which aspects of our 
programs we'll use for complying with that particular initiative.   
 
Rodriguez:  The CEC is in the process of completing a technical evaluation to decide which 
benchmarking tool will be used.  From there, we can have discussions about how to implement specifics.  
The reason we don't have it called out yet is that we don't have the specific information yet.  Once we get 
the tool, we'll figure out how to integrate it into the programs.  The next meeting of the technical team is 
May 2nd.   
 
Messenger:  How will you incorporate it into the June 1 filing?  Are you going to reserve a certain percent 
of the budget to deal with GBI? 
 
Rodriguez:  That would turn the filing into a black box.  We need to put together a plan that meets all the 
different state objectives. 
 
Tam:  For weather sensitive measures, will you use consistent assumptions? 
 
Besa:  We will use DEER.  If the savings are divided by climate zone, we'll map to our own climate zones 
and use that. 
 
Kelly:  What's happening with the non-weather sensitive measures?  Are you using DEER? 
 
Besa:  Yes.  For those, there's typically one number. 
 
Kelly:  What if it is a transmission-constrained area? 
 
Besa:  That won't change the savings assumption, but it will probably change the avoided cost. 
 
McCarty:  It might also change the incentive amount. 
 
Besa:  All the prescriptive measures will be moved to Express Efficiency (or deemed program). 
 
Messenger:  Will you still have minimum or maximum incentive amounts that constrain the ability of some 
customers to use this program? 
 
Duhon:  You mean project caps?  They will continue to exist.  We need to avoid gaming between 
programs. 
 
Messenger:  I'm suggesting not having program caps.  You need guidelines. 
 
Merlino:  With no caps, you can also get bad press if too few customers use the program. 
 
Duhon:  We can also offer other services to some of the larger customers.  Another option is to allow us 
to negotiate incentives. 
 
Besa:  The genesis of the caps was a concern about equity. 



 
Merlino:  And also to deal with the free ridership issue.  On bigger projects, there's more likelihood that 
the customer will purchase the items themselves if you provide the information. 
 
Duhon:  There's also another issue.  If we don't pay an incentive, but we do the analysis to convince a 
customer to act, we should get to claim those savings. 
 
Speaker?:  That's great for customers, but what about service providers?  How will you assure there's 
some consistency? 
 
Besa:  We want you to work with customers, find opportunities for the customer to receive incentives, 
then the utility has to figure out the mechanism for processing them.  There is still discussion about how 
we are approaching the customer.  We can just have one application, or just simplify participation from 
the customer perspective. 
 
Speaker?:  Some of the difficulty is the way customers make decisions.  They don't make a decision, then 
find out what the incentive is.  It's part of the decision-making process. 
 
Duhon:  We have no intent to insert ourselves in between you and customers. 
 
Speaker?  That's interesting, because that's exactly what PG&E has done in the marketplace.  We all 
agree with simplifying participation, but the details are very important. 
 
Bachrach:  For customers with facilities in all territories, am I hearing that you may have different 
applications and forms to fill out?  Will they be able to use one form, and the rest of the utilities will accept 
it? 
 
Duhon:  The customers currently fill out four separate forms.  Having slight variations in forms doesn't 
present a difficulty for companies like Safeway.   We really need consistency in delivering the programs. 
 
Tam:  Do the rules apply on a program basis or are they project-by-project? 
 
Besa:  The individual program managers are revisiting all the rules now. 
 
Tam:  Will you have some form of the rules in the June 1 filing? 
 
Besa:  To some extent.  We will have the framework. 
 
Messenger:  There shouldn't be any forms to make it easier for customers.  You should have a credit 
card. 
 
Fry:  In the SPC project size range, that is starting to bring up opportunities for integrating DR and EE 
issues.  Are you also discussing how to integrate those things on a statewide basis?  
 
Besa:  At the point, we are working on integration issues at the individual utility level.  SDGE is promoting 
it wherever possible.  
 
Beitel:  I'd like to respond to Devra's issue.  For customers with chain accounts that cross multiple 
territories, PG&E is planning to use only two applications for all programs.  The other utilities are not 
planning that change.  Devra has a good point; we need to resolve that.  I don't think we're there yet.  It 
needs more work. 
 
Mitchell:  Also get rid of mail-in rebates.  Make more POP rebates. Use your market power to the fullest. 
 
Arambula:  We’re trying to do that now.  There are still smaller retailers who may not be participating in 
POP offerings.  We can't just do away with them. 



 
Besa:  It’s also a challenge to measure and verify all of these things…then, we had bounce back cards to 
track...we need to do something differently. 
 
Merlino:  The reason why companies use mail-in rebates... they can hold the money for awhile, and 
customer don't always take it.  I think POP mail-in rebates are not a bad idea.  Second, regarding types of 
customers...I’m all for increasing ease of use for off-the-shelf technologies...but there are some real trade 
offs knowing what the projects are, and verifying that savings are actually achieved.  I know the utilities 
are aware...Mike may be over-simplifying. 
 
Fernstrom:  For mail–in rebates...there is a small processing charge also. If the incentive is small, that 
may become an issue. 
 
Duhon:  Dealing with number of forms, steps. Some are processes—some utility generated, some CPUC 
generated.  If we make recommendations and someone doesn't want to participate, it hurts our program. 
 
Casentini:  A lot of states are served by small retailers that don't have the resources to do POP.  Can do 
mail-in. 
 
Aldridge:  There is a lost opportunity in lighting regarding statewide coordination of standards for vendors 
in the market.  There is gaming—if consistent standards for all doing lighting—important to address on 
statewide basis.  Needs to be explicit in agreements with contractors—if one is more lenient than others, 
vendors will take advantage of that. 
 
Besa:  Yes, we have them for HVAC—why not for others. 
 
Aldridge:  Glad to help any way I can. 
 
Besa:  SBD  
 
Lutz:  Regarding Title 24—when there is a new code, there is often credit for applying it early.  Will you 
include that? 
 
Duhon:  We have been doing it all year.  Put together list of items in late 2004 that we have been 
rebating. 
 
Lutz:  Will you do it for 08? 
 
Duhon:  We’re not there yet. 
 
Besa:  Standard for new construction programs. 
 
Pennington:  Look at counterpart for res—don't see it.   
 
Besa: Different utilities are working on it. The common feeling for res new construction is that with the 
new standards it is increasingly less cost-effective to offer incentives from a performance approach.  
We're trying to figure out the best way to offer it.  Perhaps an advanced home pilot (>T24, also cheaper 
materials improve energy efficiency, solar kWh).  Opportunity to integrate demand response also. 
 
Pennington:  I want to be involved in discussions.  I would advocate using a performance approach. 
 
Speaker?  Night vent cooling for new construction? 
 
Besa:  Yes, there is one measure that's been recommended. 
 
Messenger:  Who can answer questions related to statewide measures matrix? 



 
Besa:  We can develop a joint e-mail chat thing. 
 
Larson:  These are the first proposed incentives.   
 
Besa:  Three names, one from Cheryl from SCE… 
 
Merlino: How will other interested parties. 
 
Messenger:  If you're interested, send an e-mail, then everyone will be informed. 
 
Merlino:  Are utilities putting forth a single plan for statewide marketing and who are they working with? 
 
Besa:  I think so. 
 
Messenger:  Identify strategy to reach customers you haven't reached before.  Too much time on 
program design details—would rather see a description of strategy to reach additional customers. 
 
Merlino:  You want to see statewide and local marketing strategies. 
 
Pennington:  Maybe pull incentives in areas where the CEC is looking at appliance standards.  For 
example, consumer electronics—the CEC wants to see something toward energy efficient incandescents, 
power supplies, battery chargers...Not sure where this fits. 
 
Besa:  Some in ET.  They are working on power supply issue right now.  ETCC will be working closely 
with CEC. 
 
Bachrach:  Idea of working education programs at statewide level? 
 
Beitel:  Somewhat...still needs work. 
 
Sam, of ECOs: Can you leave room for things that come out during cycle?  
 
Portfolio Fund Shifting and Flexibility—Steve McCarty 
 
Merlino: Budget by category? 
 
McCarty:  By the three major categories –deemed, calculated, and info. 
  
Drew: Remind policy direction – supposed to come up with proposal working with PAG or on your own. 
 
Messenger:  Any value in fund shifting rules whatsoever?   
 
McCarty:  We want to have that flexibility—would notify CPUC, PAG, and PRG. 
 
Merlino:  When you develop partnerships and third party programs, what will the contract look like to allow 
flexibility? 
 
Beitel:  Standard contract—our PAG recommends if some not performing, we'll work with them.  If still not 
successful, we'll stop that contract and shift funding. 
 
Merlino:  Timeline? 
 
McCarty:  We've done this before also.  
 



Lutz:  Restrictions or limits in mind to ensure you keep a diverse portfolio. 
 
McCarty:  I don’t see one program getting all funds, but we want that flexibility. 
 
Merlino:  See having an impact on long-term saving goals?  Potentially creating more conflict with 100% 
flexibility, managing to three year goals. 
 
McCarty:  Have 10 year goals, don't want to jeopardize ability to get long-term savings. 
 
Besa:  With respect to long term goals...There are points in that timeline when the PUC will evaluate 
goals...If we're really successful, and achieve more than goal, when they review, it could change future 
efforts. 
 
Merlino:  I believe something in public utility code—for public service funds, classification re: equity.  In 
past, you've managed to that. 
 
McCarty:  The admin decision and policy rules both say focus on getting most savings and avoiding 
supply side alternatives is the best way to equitably distribute benefits. 
 
Messenger:  Work through getting consensus from PAG.  First, I don't think you need to bring every shift 
to the PAG. What is the minimum trigger? What kind of consultation process is needed? Say you want to 
cancel contracts and you notify the PAG, what response do you want?   
 
McCarty:  Any major decision we would bring back to PAG. 
 
Messenger: Notification – what if someone on PAG doesn't like it?  How do you want to handle that 
dialogue? 
 
McCarty:  We will have that dialogue. Some will agree and some won’t. 
 
Tam:  I’d like to see a more documented process.  Once you get notification, at what point will you 
consider it an adopted change? 
 
Messenger:  We as PAG members, don't have adoption rights.  Maybe if we don't agree, we make a 
counter-proposal.   
 
Lutz:  Trying to give you authority to turn them down. 
 
Messenger: No, trying to figure out way to develop consensus. It's antithetical to CPUC goals, if you have 
to worry about big delays.  Allow for possibility that PAG or PRG might have an idea you haven't thought 
about.   
 
Beitel: Some minimum trigger is fine—trigger is notification to PAG, describe change and reason, give 
them 15 days to respond.  Maybe hold a conference call. Write out our response to issues that were 
raised. 
 
Tam:  That would work for me. 
 
Beitel:  Not just e-mail exchange, obligation to have a dialogue.  We’ll schedule a short conference call. 
 
Tam:  From time from notification to effective date longer than 15 days 
 
Beitel:  Yes. 
 
Arambula: The threshold for trigger merits thought.  Changes happen every day—only for major shift. 
 



Merlino:  What do you consider major? 
 
Arambula:  Maybe across program sectors, or above a certain amount. 
 
Merlino:  Should compare to current requirements. 
 
McCarty:  I'd like to compare to supply side.  Markets are very dynamic and they change frequently. 
 
Messenger:  Request that every time you make change, you address the short- and long-term effects. 
 
Merlino:  Anyone not OK wit this proposal? 
 
Mitchell:  My understanding from TURN legally, is the statuary requirement that public goods charge 
monies have distribution that follows rate class.  
 
McCarty:  I’m not sure that's a statute. 
 
Mitchell:  If not legal question, at least a regulatory concern. 
 
Beitel:  Your proposal? 
 
Mitchell:  For PGC, rate class equity. 
 
Messenger:  Clarify rate class equity—If you want to do this, recommend you adopt bands—if 35% 
collected from res—should have range 30-40%. If there’s direction in policy rules, or in admin decision—
put it in filing. 
 
Merlino:  Big concern in terms of budget—shift from direct implementation to admin.  You don't want to 
put yourselves in the position of having 90/10 admin and direct implementation. 
 
Arambula:  We don’t want to go back to the way it was.  We've had limitations for four years now.  It was 
a barrier. We don't want to worry about how much marketing... 
 
Merlino:  You need to worry about it. 
  
McCarty: The issue is, we're going to be judged on savings at the end of the day. If  90% is admin, we’re 
not likely to get our goals. 
 
Speaker?:  Could use by percent of budget.  Example—if reduced by more than 15% or increase by 30%-
-not necessarily right percentages. 
 
Beitel:  Ariana has a good point—the real concern is adding more to admin than what was approved.  If 
program increases admin as portion of total budget by certain %, it requires notification. 
 
Merlino:  Could be program and/or portfolio—prefer both. 
 
Beitel:  Certain range or...  
 
Merlino: Percent.  
 
Arambula:  Right now, we have it at the portfolio level. 
 
McCarty:  I would argue to keep it at the portfolio level—that's how we’re judged. 
  
Merlino:  At portfolio level, 5%.  Program level, 10-15%. 
 



Arambula:  In trying to manage contracts with third parties...all this flows down to them too.  We don't 
want to constrain them also. 
 
Merlino:  Are you sure you want third-party or contractor to have maximum flexibility. There are too many 
ways of gaming savings. 
 
Arambula: We haven't had a problem before. 
 
Merlino:  Yes, you have. 
 
Beitel:  At PG&E, we have budget controls. 
 
Drew: Regarding the flex proposal on table now and those changes you don't want to elevate to judge or 
CPUC...Is there potential to change that to identify what would be elevated to judge? 
 
Tam:  Maybe dual level trigger?  Maybe if exceed 50%, bump to PUC level. 
 
Drew:  The ability to use unspent funds...means changing the budget approved by the CPUC...and should 
be elevated up to the Commission. 
 
Beitel:  Two levels—trigger PAG notification, and one to CPUC. 
 
Berman: If someone puts in application late in year and program is out of funds, we don't want to turn 
them away...We should have some bounds...some breathing room...trust to exercise discretion. 
 
Tam:  What is that band? 
 
Berman: Probably percentages make sense.  In CEC, we can move 15% from task to task with just 
notification.  More than that requires approval. 
 
Messenger:  We could include a provision that when reducing budget, the entity charged with evaluating 
that program is also informed.  Maybe one way to get around discussion...Are there examples in the past 
where the utilities have shifted a lot of money where they benefited from discussion with PUC—positive 
purpose other than oversight? 
 
Beitel: We had a very productive discussion with the PRG yesterday...A conclusion we came to is that we 
would benefit from discussion with the PAG and PRG. 
 
Hamilton:  Don't want to just look at the utility industry—any industry—if create product or service and it 
isn't successful, it is shut down.  Maybe trigger based upon implementer—TPI easier to manage—can be 
in their contract.  Not PAG issue—it's a contractual issue.  If utility is running, submit notification. Also, all 
this costs time and money—possibly 30 days go by, meanwhile customer has given up, because they 
needed it immediately. You are just adding costs. 
 
Merlino:  It would help me to have more understanding of how you're going to look at this from the 
portfolio view.  Extremely complicated with how to do that.  If not good process, could damage long-term 
goals. 
 
Larson:  If have portfolio that's diverse—program evaluates monthly.  Difference is that this will be 
focused on markets themselves.  Some on dashboard of markets. New world….GES deals in real time—
procuring...We have real goal—what and when we'll get savings.   
 
Beitel:  We have markets and measures—monitor monthly.  May have to adjust.  
 
Merlino:  In terms of monitoring programs and evaluating against each other... 
 



Messenger:  Will have process if making a fund shift that potentially endangers long term to get short 
term, will there be a flag—people doing ET come up with forecast for long-term expectations? 
 
Larson: Yes, ET people are doing that now.  I think discussing with PAG and PRG is fruitful. 
 
Tam:  Suggest another trigger at the ALJ, CPUC level—budget level by market sector, if changes more 
than certain percent. 
 
Messenger:  Can you make more refined process proposal?  Like we'll send out, want comments in 
certain time, and then decide? 
 
Drew: Also thinking about new programs.  Flexibility within program cycle, take in new. 
 
Arambula: Yes, that's the game plan—its' why you have an open solicitation. 
 
Drew: Is that the kind of change that should be a trigger?  That flexibility could potentially alter the 
portfolio potential and initial approval. 
 
Arambula:  Yes. 
 
Messenger:  If say ask for $200M, then say you need $230M,  
 
Merlino:  That and if CPUC approves, then you significantly change. 
 
Arambula:  If need additional funds, we would need approval.  We'd like to be able to carry over prior 
funds and backward.  
 
Merlino: If ultra liberal in fund shifting—managing to current goals—there is a potential to end up with 
unverified savings. How will you manage for that kind of risk? 
 
Beitel: Has to do with approval on June 1 filing… want to approve all calculations that go into 
performance calculation 
 
Messenger: If moving around a lot, chance EM&V will not capture it. 
 
Merlino: If decrease diversity, increase chance of risk. 
 
Arambula:  It's a potential risk—a diverse portfolio also has it's risks. 
 
Beitel:  Going to ask CPUC to approve measures savings, evaluation, etc.  Diversified risk—we plan to do 
some sensitivity analysis.  If a lot of dependence on one measure, risk that any change will be very large. 
 
Venky:  Don't believe systematic process to do portfolio analysis – by utilities, CPUC, or anyone else.  If 
along with filings on program specifics, also specify the performance metrics you are committing to, they 
could regulate that—identify not just the shift, and the reason for it.  
 
Richardson:  If not evaluating until third year, if made changes within program mix, metrics should be 
consistent.  Should have enough to verify if it's there.   
 
Merlino:  Can also deal with inspection. 
 
Richardson:  Annual verification also. 
 
Drew:  As part of flexibility proposal...are you proposing to authorize to set aside funding to do mid-cycle 
solicitation? 
 



Arambula:  Yes, we want to have an open solicitation...each program runs two years.  Also annual for ET 
 
Beitel: PG&E also.   
 
Drew:  Is the part of your proposal on June 1? 
 
Beitel: Only huge changes that relate to aggregate budget that we want to go to CPUC level. 
 
Arambula:  Not different from current situation – IDEEA approved. 
 
June 1 Application Outline – Tim Drew 
 
PRG members need to do assessment. 
 
We expect utilities to ask third parties to do same as utilities... 
 
Berman:  Thinking some of these can be foregone. 
 
Drew:  Not today.   
Summary table–separate cost-effective calc for each program... 
 
Aldridge:  Do we have a copy? 
 
Beitel:  We will send out to third parties that need to fill it out. 
 
Messenger:  Section 2, impacts.  If savings will occur in future year, need to discuss that. I'm imagining a 
table in Section 2 that identifies that. 
 
Merlino:  This is just a forecast, not actual.   
 
Arambula:  So on that page, we'll have savings and demand reduction for that program? 
 
Messenger:  No. It would be useful to know when you expect savings to occur...useful on a forecasting 
basis, and for review. 
 
Arambula: I suggest a summary table for that, for each program, just the one number. 
 
Drew:  Currently have for three years. 
 
Messenger:  Should be a minimum of five years. 
 
Arambula:  We have four year time in SBD...so, that's really seven years. 
 
Messenger:  Trying to be more accurate to be able to compare to supply side. 
 
Arambula:  Going back to way it was before. 
 
Drew:  Mike—I'd like your help on finding a way to do that.  Shoot for June 1, not May 10th.   
 
Beitel:  I would like to have a discussion about what we want the CPUC to approve in our application. 
We will ask to approve overall budget for three years, by large bucket (res, non res, info), approve areas 
we're bidding, bid eval criteria, savings assumptions.  Not asking to approve all program details, we 
believe we'll file that detail on Oct 1. 
 
Merlino:  Diverges from ED expectations. 
 



Beitel:  We plan to file them, believe the June 1 requirement can be met with illustrative descriptions. 
 
Messenger:  Agree in concept—difficult to approve if not enough detail.  If only high-level budget...to what 
extent can we do a cost-effective analysis at that high level? Say 100M for mass market—we think that all 
the stuff in there has this cost-effectiveness.   
 
Merlino:  ED, working with consultants, has to basically certify to judge and commissioners that we think 
the portfolio can cost-effectively meet the goals the Commission has laid out.  We need a basis upon 
which we can make that recommendation.  Have a consultant on board...looking at not just savings, but 
program design...how many of different measures you think you can get is reasonable...  
 
Beitel:  We plan to fill out everything you have asked for.  What we're saying is we have a plan that will 
get us to the targets.  Want to say it's illustrative...we are going to make changes.  We don't know the 
whole portfolio’s characteristics yet.   
 
Drew:  They will have measures, cost-effective calcs, etc. 
 
Merlino:  Provide to staff, but not in proposal filing.  
 
Bietel:  It will be there, but we don't want the Commission to approve all the details. 
 
Messenger:  You'll have a base case, rough cut design.  If that's cost-effective, they continue to work on 
it. My expectation is that it will get more cost-effective over time.  There is a risk that certain people will try 
to introduce some less cost-effective programs. 
 
Beitel:  Not just cost-effective.  There are other objectives also— 
 
Mitchell:  Resource plan dominated by lighting, may have to accept more costly programs...  
 
Beitel:  We believe the portfolio plan is at a higher level. 
 
Merlino:  Would like to hear that if PAG and PRG think signing off on something in June and that changes 
significantly...Isn't that process undermined? 
 
Beitel:  No, we've been very consistent about our approach.  We've gotten feedback that third parties can 
come in to many areas of portfolio. 
 
Merlino:  If Commission thinks PRG said that portfolio looks good, and then it changes significantly, then 
Commission lost value. 
 
Mitchell:  We'll respond to filing and proposals for changes to Oct, then respond again in Oct. 
 
Merlino:  Difference between what happens in June—and Commission approves. Not what happens in 
Oct—You could be responding only to solicitation. 
 
Messenger:  If utilities submit horrible program design in Oct, I won't limit my review to third-party issues. 
 
Beitel:  We see as menu approach—lots of choices. Some now, some over summer.  Want flexibility to be 
able to change with market activity.  Don't want petrified portfolio. 
 
Drew: You’re telling us your interpretation of what the decision says. We're telling you what our 
expectations are.  There's still a question mark there, and you are playing around with that. 
 
Larson:  In our program description we’ll describe markets, strategies, end-use impacts, etc.  What it 
won't say is that we'll get a certain quantity of each measure. 
 



Merlino:  So the ED is going to back to someone and say this is our interpretation… 
 
Beitel:  I don't think there's one ED voice. 
 
 
C&S White Paper – Doug Mahone 
 
Messenger:  Accounted for savings going forward.  Did not estimate savings at all for ‘05 standards. 
 
Rufo:  All analytical work in ’01...no forecast of ‘05 standards.   
 
Pennington:  You estimated savings, those included savings ultimately accomplished by standards? 
Example—significant reduction for LPD in ’05. 
 
Rufo:  Did quick and dirty estimate of 10 and 20% above ‘01 standard. 
 
Messenger:  By setting standard, destroyed potential.  Also created some opportunity to gain long-term 
savings. 
 
Fernstrom: In terms of appliance standards, I would argue they don't build beyond the standard...just the 
minimum. 
 
Messenger:  I would disagree—always some overshoot.  Maybe majority build to minimum, but not all. 
 
Mahone:  Estimate of what could reasonably be attributed to C&S 445 of 1422 from standards, and of 
2032 GWh goal.  Many policy and other issues around estimates.  Even so, very substantial piece. 
 
How to estimate savings... 
 
Engineering estimate 
Technical  
Market size and penetration 
Differences in standards implementation – mandatory, prescriptive trade offs, optional credits, appliance standards 
User behavior 
Average building vs. prototype 
Also some opportunities for ex post evaluations 
Attribution—there are several issues around determining credit.  Two different approaches now—HMG, 
consensus of experts, ADM credit for CASE studies. 
 
When do savings come online... 
 
Messenger:  Could also ask decision makers to what extent they were influenced by CASE studies. 
 
Mahone: Net effects lifetime—time savings accrued, that would not have otherwise. 
 
Mowris:  Are savings based on software forecast, or solid measured data? 
 
Mahone:  All forecast, can't measure what isn't there. 
 
Mowris:  Never been evaluation of C&S program.  All speculative. 
 
Mahone:  I would call them ex ante—that is true, never happened, never savings component. 
 
Fernstrom:  Answer varies, depending on appliance and building standards 
 
Messenger:  There were ex post evaluations...I managed some. 



 
Berman:  Can quibble over first year, but over time, everyone does it, cost approaches zero. 
 
Mowris:  Claims no better than savings for any other information.  Not most cost-effective.  I would argue 
they are the most expensive. 
 
Mahone:  If not integral part of portfolio...make C&S compete with other programs.  Codes make it a lot 
harder for utilities to get savings.  Also focusing on short term, not longer term types of activities like 
codes. 
 
Messenger:  Good on how to estimate savings.  Another issue is how we address cost-effectiveness 
given that savings don't happen for 2-3 years after program.   
 
Mahone:  From economist point of view, not difficult.  Policy more difficult. 
 
Pennington:  Can address cost-effectiveness in levelized cost.  It's what contribution to goal in a given 
year.  
 
Messenger:  How calculate and enter into calculations? 
 
Fernstrom:  When we input data—put year for cost, year for benefits.   
 
Lutz:  NPV calc. 
 
Messenger:  Lots of argument about how long lump goes, etc. 
 
Pennington:  If don't count savings in ‘06, then you can demonstrate that the zero savings you get were 
extraordinarily cost-effective.   
 
Messenger:  Agree you can do it, lots of variables. 
 
Eilert: Couldn't you put together a very conservative version of this model, and come up with a forecast 
number? 
 
Mahone:  Question is how much precision you want. Generally big...can get to first order of magnitude... 
still be very compelling. 
 
Kelly:  We're doing C&S for TOS in SF.  We're going to be working on this, think we should get credit. 
 
Mitchell:  Question about hi-efficiency HVAC units...Don't consider it a savings realized by code, because 
of quality install component isn't there. Is that clear in your presentation?   
 
Mahone:  Can adjust savings 
 
Lutz:  Are you counting cost to manufacturers? 
 
Mahone:  Also cost to consumer.  When doing TRC, include both. 
 
Casentini:  Part of standard?  Already included? 
 
Messenger:  If you want savings, need to account for costs. 
 
Tam:  Don't understand C&S process well...when changing standards, CEC staff involved beyond utilities 
staff...do we attribute all savings to utilities? 
 
Mahone:  No.  



 
Pennington:  Contribution of program is extraordinary—wouldn't have standards anywhere near what we 
have now if not for the program. 
 
 
HVAC PAG-ette Update—Cynthia Mitchell 
 
Why are we looking at space cooling?  When I say that, also need to consider heating system.  I've 
included data from Proctor and Mowris. 
 
Procurement decision—all three utilities long on energy...near-term looking at reliability...more emphasis 
on critical load...encourage utilities to develop portfolios with that focus. 
 
Not one specific direction here...looking across board.  Priorities—early stocking of high-efficiency units, 
linking with contractor quality installation program.  As outgrowth of HVAC PAG-ette...committed to from 
under $1M to 18M over three years.  SCE reviewing approach to HVAC. 
 
Bruder:  Putting together program plan....all issues, equipment incentives, whether up- or 
downstream...not sure yet. 
 
All service and installation issues, duct testing, charge and airflow, plus tentative budget of $60M over 3 
years—all markets. Plan to bid entire program out.  We'll design framework, solicit bids for detailed design 
and implementation. 
 
Berman:  Is night vent cooling part? 
 
Bruder:  We’re looking at that. 
 
Berman:  Pilot for pre-coolers. 
 
Mitchell:  More than just encouraging hi-efficiency units coupled with install.  This is the whole HVAC 
plan? 
 
Mowris:  Do you plan to give presentation to HVAC PAG-ette? 
 
Bruder:  We can. 
 
Larson:  Next meeting not scheduled. 
 
Mitchell:  Hoping to have HVC PAG-ette meeting after May 10th.   
 
Dale:  Phone—Are utilities seeking input of various AC contracting associations when putting this 
together? 
 
Bruder:  We are planning to do that.  
 
Pennington:  Gas Co, and SCE are working with IHACI on quality installation. 
 
Messenger:  Need to come up with a plan. Need to think about whether it makes sense to have a 
statewide program. 
 
Speaker?:  Can't think of last time that contractor association reps pulled together in the same place at 
same time to solicit ideas. 
 
Mitchell:  Also include manufacturers, distributors, and contractors. 



 
Larson:  At last PAG-ette, we identified about 75% of items consistent.  There is still a lot of work to do.  
We’re also participating on a national level.  We do go to their meetings to inform them of our plans. We 
haven't approached our local contractors.  
 
Mowris:  We have a letter from a large manufacturer supporting our program. 
 
Mitchell:  One thing we haven't spent a lot of time on is off bill financing.  Good opportunity. 
 
Rufo: Good to see all input assumptions plan for some control and EM&V before you ramp up...make 
sure we have good evaluation plan. 
 
 
 
 
   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


