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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of Southern California Edison
Company (U338E) for Approval of Energy Application 17-01-013
Efficiency Rolling Portfolio Business Plan.

Application 17-01-014
Application 17-01-015
Application 17-01-016
Application 17-01-017

And Related Matters.

RULING CONSOLIDATING 2018 BUDGET ADVICE LETTERS WITH
APPLICATION 17-01-013 ET AL.

This ruling consolidates the 2018 energy efficiency budget advice letters of
the Bay Area Regional Energy Network (BayREN), Marin Clean Energy (MCE),
Pacific Gas and Electric Company (PG&E), San Diego Gas & Electric Company
(SDG&E), Southern California Edison Company (SCE), Southern California Gas
Company (SoCalGas), and Southern California Regional Energy Network
(SoCalREN) (collectively, the “Program Administrators” or “PAs”) with the
energy efficiency 2018-2025 business plans proceeding, Application
(A.) 17-01-013 et al.

Decision (D.) 15-10-028 requires the energy efficiency Program
Administrators to submit advice letters annually, on the first business day of

September, detailing their budgets for the next calendar year’s energy efficiency
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portfolio.! D.15-10-028 further provides, in the event the Commission does not
dispose of a Program Administrator’s annual budget advice letter by the end of
the same calendar year, the Program Administrator’s prior year’s budget shall
remain in place until disposition of the pending advice letter.2

The April 4, 2017 scoping ruling detailed three potential schedules
that removed the requirement for the Program Administrators to submit their
2018 annual budget advice letters until the Commission disposed of the business
plans. The July 25, 2017 ruling restored D.15-10-028’s requirement to submit
2018 budget advice letters on September 1, 2017, in order to ensure that budgets
are evaluated on an annual basis regardless of the status of the approval of the
business plans.

On September 1, 2017, the investor-owned utility (IOU) Program
Administrators, MCE, BayREN and SoCalREN submitted advice letters
containing their proposed budgets for 2018 energy efficiency budgets.3

1 D.15-10-028 Ordering Paragraph 4: “Each energy efficiency program administrator must file a
Tier 2 advice letter containing a budget for the next calendar year’s energy efficiency portfolio
by the first business day in September. The Tier 2 advice letter shall contain a portfolio cost
effectiveness statement and application summary tables with forecast budgets and savings by
sector and program/ intervention filed in paper, with an electronic query output available in an
online tool. Additionally, the Tier 2 advice letter shall provide a report on portfolio changes,
annual spending, and fund shifting.”

2 D.15-10-028 Ordering Paragraph 5: “If a calendar year ends before Commission disposition of
a Program Administrator’s advice letter with the budget for the next calendar year, then the
prior year’s budget shall remain in place until disposition of the pending advice letter. Electric
corporations and gas corporations shall continue to recover costs, and to make transfers
community choice aggregators and regional energy networks, based on the prior year’s
authorized budget.”

3 Advice Letter numbers BayREN 8-E, MCE 25-E, PG&E 3881-G/5137-E, SDG&E 3111-E
/2607-G, SCG 5183-G, SCE 3654-E and SoCalREN 6-E-G.
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The Program Administrators” proposed budgets and Total Resource Cost
(TRC) forecasts were based on the energy efficiency goals adopted in D.15-10-028
and the 2016 update to the Commission’s Avoided Cost Calculator. Multiple
parties submitted protests to the IOUs” and MCE’s 2018 budget advice letters and
supplements, citing TRC forecasts that either did not meet, or only barely met or
exceeded, a 1.0 threshold. On September 21, 2017, Energy Division suspended
SDG&E and SCG’s advice letters, and on September 22, 2017, Energy Division
suspended the remaining advice letters.

On October 30, 2017, Energy Division Staff directed the PAs to submit
supplements to their budget advice letters, to reflect the updated avoided costs
and energy efficiency goals most recently adopted by the Commission.

On November 22, 2017, the IOU PAs and SoCalREN submitted
supplements to their 2018 annual budget advice letters; and on
November 30, 2017 MCE and BayREN submitted supplements to their
2018 annual budget advice letters.5

The following table shows the proposed budgets and TRC forecasts of the
PAs’ 2018 portfolios, as reflected in their September 1, 2017 annual budget advice
letters and November 22, 2017 supplements.

4 Decision 17-08-022 Adopting Interim Greenhouse Gas Adder, issued August 31, 2017; and
Decision 17-09-025 Adopting Energy Efficiency Goals for 2018-2030, issued October 2, 2017.

5 Advice Letter numbers BayREN 8-E-A, MCE 25-E-A, PG&E 3881-G-A/5137-E-A, SDG&E
3111-E-A/2607-G-A, SCG 5183-G-A, SCE 3654-E-A and SoCalREN 6-E-G-A.
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Table 1

2018 Budget Request and TRC Forecast in

2018 Budget Advice Letters and Supplements

September 1, 2017 November 22, 2017
advice letters supplements
2018 (;31(1:1 ; 2018 (‘Bt)i ;
PA g:df::t Codes & []{s:df:stt Codes &
9 Standards) 9 Standards)
PG&E $.4(.)0 0.86 [no change] 1.01
million
SCG $.83.'7 1.05 $1.OL.L1 1.37
million million
SCE $2.9.9’6 1.00 [no change] 1.13
million
SDG&E $1.1.6'4 0.80 [no change] 1.09
million
MCE $.1 '59 0.57 [no change] 0.69
million
$16.7
BayREN million 0.2 [no change] 0.27
SoCalREN $.2 1.'7 0.4 [no change] 0.71
million

A key issue that concerns the IOU PAs” and MCE’s 2018 budget advice
letters is whether these portfolios must meet a 1.0 TRC standard or a higher,
1.25 TRC threshold, that the Commission specified for 2013-2014 portfolios.6

Given that the Commission has yet to rule on any of the proposed business

6 D.12-11-015, at 100-101.
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plans, it is reasonable to address this policy issue, with respect to the 2018 budget
advice letters, in the business plans proceeding.

SCG’s TRC forecast, as shown in its November 22, 2017 supplemental
submission, is the only TRC forecast to exceed both the 1.0 standard and the
1.25 threshold the Commission specified for 2013-2014 portfolios. However,
SCG also requests a higher level of funding -- more than 24 percent greater than
its authorized 2017 budget -- to reach the goals adopted in D.17-09-025. Given
this fairly significant increase, it is reasonable to address SCG’s request for
2018 budget authorization in this business plans proceeding.

A separate but related issue worth noting is that the IOU PAs’ 2018 annual
budget advice letter submissions do not include information necessary for
Energy Division Staff to determine the Energy Savings Performance Incentive
(ESPI) earnings rates. In addressing the 2018-2025 business plans, we intend to
provide further guidance on specific information that the PAs will be required to
provide in future annual budget advice letter submissions, including the data
needed to determine ESPI earnings rates.

Finally, we acknowledge there is no minimum TRC requirement
applicable to BayREN and SoCalREN, therefore Energy Division Staff has the
option to approve BayREN and SoCalREN’s 2018 annual budget advice letters.
Nevertheless, we find it reasonable to address BayREN and SoCalREN’s
2018 budget requests in the context of their respective business plans, out of our
general concern for the RENs to show improvements in their portfolio TRCs over
time.

For the above stated reasons, it is reasonable to consolidate the energy
efficiency PAs’ requests for authorization of 2018 portfolios with

Application (A.) 17-01-013 et al. Additionally, Rule 7.4 of the Commission’s
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Rules of Practice and Procedure provides that proceedings involving related
questions of law or fact may be consolidated. The issues raised by the

2018 annual budget advice letters and associated documents - primarily,
cost-effectiveness showings, reasonableness of costs and conformance with
Commission guidance - are unquestionably within scope of the business plans
proceeding.” Given that Staff has afforded opportunities for protests, responses
and replies on the 2018 annual budget advice letters pursuant to General

Order 96-B, we see no need to modity the schedule of this proceeding to further
develop the record with respect to the 2018 annual budget advice letters. The
energy efficiency PAs’ 2018 annual budget advice letters, supplements, and
associated documents (including protests, comments and responses) are
included as Attachment 1 to this ruling and thereby added to the record of this
proceeding.

Although we find it reasonable to consolidate the PAs’ 2018 budget advice
letters with A.17-01-013 et al., any party that objects to, or otherwise has concerns
with this ruling’s determination to consolidate the energy efficiency PAs” 2018
annual budget advice letters, may file comments in response to this ruling no
later than February 20, 2018. Also, any person who is on the service list of one of
the 2018 annual budget advice letters and/or who submitted comments on any
of the 2018 annual budget advice letters may file comments in response to this
ruling no later than February 20, 2018; those persons must request to be added to
the Service List of A.17-01-013 et al. pursuant to Ruling Paragraph 5 of this ruling

(below). Any person who timely files comments in response to this ruling shall

7 A.17-01-013 et al. Scoping Memo and Ruling of Assigned Commissioner and Administrative Law
Judges, tiled April 14, 2017.
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automatically obtain party status without the need to file a motion for party
status pursuant to Rule 1.4 of the Commission’s Rules of Practice and Procedure.
As a separate but related matter, we take this opportunity to re-set
expectations for when the Commission will dispose of the business plan
applications and motions. It is our intention to issue a proposed decision for
comment within the next several months. This ruling confirms that the
March 1, 2018 deadline to submit true-up budget advice letters, as reflected in
the June 9, 2017 ruling modifying the schedule of this proceeding, is suspended.

IT IS RULED that:

1. The energy efficiency Program Administrators’ 2018 annual budget advice
letters - BayREN 8-E, MCE 25-E, PG&E 3881-G/5137-E, SDG&E 3111-E/2607-G,
SCG 5183-G, SCE 3654-E and SoCalREN 6-E-G - and associated documents are
consolidated with Application 17-01-013 et al.

2. The documents included in this ruling’s Attachment 1 are added to the
record of Application 17-01-013 et al.

3. Any party that objects to, or otherwise has concerns with this ruling’s
determination to consolidate the energy efficiency Program Administrators’
2018 annual budget advice letters, may file comments in response to this ruling
no later than February 20, 2018.

4. Process Office shall serve this ruling on the service list of Rulemaking
(R.) 13-11-005 and the persons whose email addresses are included in
Attachment 2 of this ruling.

5. Any person who is not on the Service List for Application 17-01-013 et al.
and who receives notice of this ruling, pursuant to Ruling Paragraph 4 (above),
and who objects to or otherwise has concerns with this ruling’s determination to

consolidate the energy efficiency Program Administrators” 2018 annual budget

_7.-
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advice letters, may file comments in response to this ruling no later than
February 20, 2018. The opening paragraph of all comments filed pursuant to this
provision must include the following:

a. “I'was previously on the Service List for Advice Letter ____ or
Rulemaking 13-11-005, and I request to be added to the Service List for
Application 17-01-013 et al.”

b. And the following information of the person requesting addition to the
Service List for Application 17-01-013 et al.:

Full Name
Mailing Address (including city, state and ZIP code)
Telephone number
Email address
6. Any person who timely files comments in response to and pursuant to this
ruling shall automatically become a party to this proceeding without the need to
file a motion for party status pursuant to Rule 1.4 of the Commission’s Rules of
Practice and Procedure.
7. The March 1, 2018 deadline to submit true-up budget advice letters, as
reflected in the June 9, 2017 ruling modifying the schedule of this proceeding, is

suspended.

Dated February 8, 2018, at San Francisco, California.

/s/ VALERIE U. KAO
Valerie U. Kao
Administrative Law Judge
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Bay Area Regional Energy Network (BayREN) 2018 Annual
Budget Advice Letter (AL) Attachments

1. BayREN AL 8-E submitted September 1, 2017
2. Energy Division Initial Suspension Notice sent September 22, 2017

3. Energy Division Letter Requesting a Supplemental to BayREN AL 8-E sent
October 30, 2017

4. BayREN Supplemental AL 8-E-A submitted November 30, 2017

5. City and County of San Francisco Comments on BayREN Supplemental AL 8-
E-A submitted December 12, 2017

6. City and County of San Francisco Withdraw of Comments submitted
December 14, 2017

7. Energy Division Further Suspension Notice sent January 18, 2018
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CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No. BayREN/#941

Utility type: REN Contact Person: Jennifer Berg
ELC O GAS Phone #: (415) 820-7947
O PLC O HEAT O WATER | E-mail: jberg@bayareametro.gov

EXPLANATION OF UTILITY TYPE Tier: O1 2 O3

ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat = WATER = Water

Advice Letter (AL) #:8-E
Subject of AL: BayREN 2018 Annual Energy Efficiency Program and Portfolio Budget Request

Keywords (choose from CPUC listing): Compliance, Energy Efficiency
AL filing type: 0 Monthly OO0 Quarterly X Annual One-Time O Other
If AL filed in compliance with a Commaission order, indicate relevant Decision/Resolution #: D.15.10.028
Does AL replace a withdrawn or rejected AL? No. If so, identify the prior AL N/A

Summarize differences between the AL and the prior withdrawn or rejected AL:N/A

Resolution Required? No

Requested effective date: October 1, 2017 No. of Tariff Sheets: N/A
Estimated system annual revenue effect: (%): N/A

Estimated system average rate effect (%): N/A

When rates are affected by AL, include attachment in AL showing average rate effects on customer classes
(residential, small commercial, large C/I, agricultural, lighting). _ N/A

Tariff schedules affected: _ N/A
Service affected and changes proposed!: _ N/A

Pending advice letters that revise the same tariff sheets:_ N/A

Protests and all other correspondence regarding this AL are due no later than 20 days after the
date of this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Bay Area Regional Energy Network
Attention: Tariff Unit Attn: Jennifer Berg

505 Van Ness Ave., 4t* Flr. 375 Beale Street, 7t* Floor

San Francisco, CA 94102 San Francisco, CA 94105
EDTariffUnit@cpuc.ca.gov jberg@bayareametro.gov

! Discuss in AL if more space is needed.
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ABAG

“Bay Areaw communities working together for o sustainable energy futwre.”

September 1, 2017

California Public Utilities Commission
Energy Division Tariff Unit

505 Van Ness Ave.

Fourth Floor

San Francisco, CA 94102-3298

Advice Letter 8-E
(BayREN ID #941)

Subject:
BayREN 2018 Annual Energy Efficiency Program and Portfolio Budget Request

Purpose

The purpose of this advice filing is to seek approval for the 2018 Annual Energy Efficiency
Program and Portfolio Budget request for the San Francisco Bay Area Regional Energy Network
(“BayREN”).

The BayREN is a collaboration of the nine counties that make up the San Francisco Bay Area.
Led by the Association of Bay Area Governments®, the BayREN implements effective energy
saving programs on a regional level and draws on the expertise, experience, and proven track
record of Bay Area local governments to develop and administer successful climate, resource, and
sustainability programs. Since its inception, the BayREN has been addressing the three areas
indicated by Decision 12-11-015 in the formation and implementation of programs: filling gaps
that the investor-owned utilities (“IOUs”) are not serving; developing programs for hard-to-reach
markets; and piloting new approaches to programs that have the potential to scale and offer
innovative avenues to energy savings.

Background

In D. 14-10-046, the Commission approved the Rolling Portfolio funding, and provided that 2015
is “‘year zero’ insofar as we are leaving 2015 programs and funding in place until the earlier of
when we provide superseding direction, or 2025.”> In addition, funding for various financing
programs, including BayREN’s Multifamily Capital Advance Program (“BAMCAP”), was
previously approved in D.13-09-044.* REN funding for 2018 was articulated in D.16-08-019:
“[E]xisting approved activities [of the RENs] may have ongoing funding that was previously
approved.”>

20On July 1, 2017 ABAG underwent a staff consolidation with the Metropolitan Transportation Commission (MTC).
ABAG and its Executive Board continue to exist and to implement programs, such as BayREN.

3 D.14-10-046 at page 31.

4D.13-09-044, Ordering Paragraph 22.

5D.16-08-019 at page 10.

BayREN is administered by the Association of Bay Area Governments (ABAG)
Bay Area Metro Center, 375 Beal Street, Suite 700, San Francisco, California 94105-2066
(415) 820- 7947 www.BayREN.org  JBerg@bayareametro.gov
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D.15-10-028 established that on the first business day in September, each PA will file a Tier 2
advice letter for continued collection of Energy Efficiency (EE) funding from ratepayers. This
filing, which envisions ministerial review, is intended to formalize the Program Administrator’s
annualized budget which shall remain in place until superseded by Commission or Commission
Staff action on the new budget.® The September 1 due date for the annual budget advice filing
was confirmed in the June 9, 2017 Administrative Law Judges’ Ruling Modifying Schedule.’
Program Administrators will be given an opportunity to submit a “true-up” budget advice letter
following the approval of the Business Plan, but in the interim, have been directed to file this
advice letter.

As directed by D.15-10-028 and additional guidance provided by Commission staff, BayREN has
submitted via CEDARS-FM the 2018 BayREN Budget Filing Detail Report®; the confirmation
receipt is attached hereto.

Discussion
1. BayREN 2018 Budget Request

BayREN requests a total portfolio and Evaluation, Measurement and Verification (“EM&V”)
budget of $16,726,486. The budget breakdown is reflected in Table 1.

Table 1: BayREN 2018 Budget

Sector/Program 2018 Budget
Residential
Single Family $7,173,249
Multifamily $6,476,600
Cross Cutting
Codes and Standards $1,274,500
Financing
Multifamily Capital Advance | $1,000,000
Commercial PACE $251,505
PAYS $361,146
Total Program Portfolio $16,537,000
EM&V $189,486
Total BayREN 2017 Budget $16,726,486

This same budget was approved in 2017 via Disposition Letter.

©D.15-10-028, at pages 59-60.

7 “[T]his modified proceeding schedule restores the annual budget advice letter filing deadline of September 1,
2017, irrespective of whether evidentiary hearings are held and/or testimony is submitted.” Administrative Law
Judges’ Ruling Modifying Schedule, issued in A.17-01-013, et. al., at page 6.

8 As directed by Staff, the Budget Filing Detail Report replaces Appendix A, B, and C that were required to be
submitted as part of the 2017 budget Advice Letter.

BayREN AL 8-E Page 3
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BayREN requests $189,486 for EM&V for 2018 activities as authorized in D.16-08-019°. Budget
will be distributed to sector level roadmaps and later to specific studies pending participation as
necessary in the process for Commission oversight of Program Administrator EM&V projects.
This amount represents BayREN’s proportional share of the evaluation funds based on the total
program budget.

Table 2 provides a summary of the BayREN budget request, along with the appropriate approval
authority.

Table 2: BayREN 2018 Budget with Approval Authority

Funding Source CPUC Approval Funding Amount
BayREN Rolling Portfolio Budget | D. 14-10-046; D. 16-08-019 $12,837,000
BAMCAP Annualized Budget D. 13-09-044 $1,000,000
PG&E Augmentation CPUC Disposition Letter Approving AL 7-E $2,700,000
EM&V Budget D. 16-08-019 $189,486
Total: $16,726,486

2. Goals

BayREN 2018 program targets, provided in Table 3, reflect total “First Year Gross Savings” for
KWh, kW, and Therms from CEDARS cost-effectiveness outputs for Single Family and
Multifamily programs, BayREN’s only resource programs.

Table 3 - EE program gross savings targets

BayREN Electric Goals for Calendar Year 2018

BayREN Program Target: GWh/yr 2.78
BayREN Program Target: MW/yr 1.36
BayREN Program Target: MM Therms/yr 0.34

3. Cost-Effectiveness

TRC and PAC values for BayREN’s Resource Portfolio are 0.22 and 0.37, respectively.

BayREN also provides a modified TRC and PAC of 0.30 and 0.50, respectively. BayREN remains
committed to working with Energy Division as alternatives to the traditional cost-effectiveness
metrics are developed, and welcomes engagement with staff to establish and evaluate programs
against such metrics. BayREN’s modified TRC and PAC is based on a revised approach to the
interim GHG adder consistent with the methodology suggested by Commission Staff at the August

°D.16-08-019, page 82.
BayREN AL 8-E Page 4
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8,2017 Staff Societal Cost Test Proposal Workshop and discussed in the August 24, 2017 Decision
Adopting Interim Greenhouse Gas Adder.'° This calculation was developed using:
e Cost-effectiveness tool inputs and outputs consistent with those used for BayREN’s
traditional TRC/PAC metrics
e The updated Interim GHG Adder Values through 2030, the $85.27/tonne value maintained
for 2031-2035, a discount rate of 3%, and no values for air quality
e With these GHG Adders, the net present value for the cumulative Net CO2 Electric and
Gas savings achieved over the EUL for each Resource Program

BayREN’s Single Family program cost effectiveness calculation inputs are consistent with the
methodology used in BayREN’s previous program cycle filings, with the exception of using a
NTG ratio to be consistent with the latest and proposed value in DEER. Consistent with the other
implementers of Home Upgrade, in 2017 measure costs are calculated using work paper costs
rather than contractor reported costs.

BayREN’s multifamily program cost effectiveness calculation inputs are consistent with the
methodology used in BayREN's previous program cycle filings and subsequent EM&V
recommendations including refinements to the modeling methodology and using a measure-
weighted Estimated Useful Life (EUL). BayREN may add a dual baseline methodology and
updated Net-to-Gross ratio anticipated in the 2013-2015 Impact Evaluation in future savings
calculations. These are omitted for consistency with past program cycles.

BayREN’s Business Plans has identified program changes that will result in improved cost-

effectiveness, in line with the Commission’s request that RENs manage their programs with an
eye toward long term cost-effectiveness.'!

4. 2016 Unspent/Committed Funds

2016 unspent funds are provided in Table 4.

Table 4: BayREN 2016 Unspent Funds

Program Amg:z‘:ig; Commit teI(Jie(S;i Unspent Uncommitted ($)
Single Family 445,020 146,853 298,167
Multifamily 120,175 0 120,175
Codes and Standards 27,044 0 27,044
Multifamily Capital Advance 237,784 193,552 44,232
Commercial PACE 225,233 0 225,233
PAYS 37,192 0 37,192
Total 1,092,448 340,406 752,042

! Totals are rounded to the nearest dollar to reconcile with BayREN'’s Budget Filing Detail Report.

10 R-14-10-003.
'1'D16-08-019 at page 12.

BayREN AL 8-E Page 5
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BayREN had carryover commitments from 2016 in BAMCAP, a revolving loan program, from a
long-term contract with Concord, the master loan servicer that is responsible for collecting the loan
repayments over the period of the loan. The amount of the committed funds from this contract
that were carried into 2017 is $193,552. There were also $146,853 in committed Single Family
incentives.

BayREN anticipates little if any unspent funds from the 2017 budget.

5. Programs

BayREN does not intend to close any of our current programs in 2018, although if the Business
Plan is approved, we will start to transition out of Home Upgrade implementation and focus our
single family offering on the moderate-income homeowner, a market segment that has traditionally
been left out of energy efficiency programs.

Protest

Anyone may protest this Advice Letter. The protest must state the grounds upon which it is based.
The protest must be made in writing and received by the Commission within 20 days of the date
this Advice Letter was filed with the Commission, or September 21, 2017. There is no restriction
on who may file a protest. The address for mailing or delivering a protest to the Commission is:

Public Utilities Commission
CPUC Energy Division
Attention: Tariff Unit

505 Van Ness Avenue

San Francisco, CA 94102

Copies of the protest should also be sent via e-mail to the attention of the Energy Division at
EDTariffUnit@cpuc.ca.gov. It is also requested that a copy of the protest be sent by email to
address shown below on the same date it is mailed or delivered to the Commission.

Gerald Lahr

Assistant Director - Energy Programs
Metropolitan Transportation Commission
375 Beale Street

7" Floor

San Francisco, CA 94105
JLahr@bayareametro.gov

Effective Date
BayREN requests that this Tier 2 advice filing become effective on regular notice, October 1,
2017, which is 30 calendar days from the date of this filing.

BayREN AL 8-E Page 6
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Notice

In accordance with General Order 96-B, Section IV, a copy of this advice letter is being sent
electronically and via U.S. mail to parties shown on the attached list and the parties on the service
list for R.13-11-005. Address changes to the General Order 96-B service list should be directed
to Jennifer K. Berg at jberg@bayareametro.gov or by calling 415-820-7947.

Tl

Gerald L. Lahr
Assistant Director — Energy Programs

Attachment:
CEDARS Filing Submission Receipt

BayREN AL 8-E Page 7
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CEDARS FILING SUBMISSION RECEIPT

The BAY portfolio filing has been submitted and is now under review. A summary of the filing
is provided below.

PA: Bay Area Regional Energy Network (BAY)
Filing Year: 2018

Submitted: 10:40:23 on 31 Aug 2017

By: Qua Vallery

Advice Letter Number: 8-E

* Portfolio Filing Summary *

- TRC: 0.1945
- PAC: 0.3002
- TRC (no admin): 0.2859
- PAC (no admin): 0.5925
- RIM: 0.3002
- Budget: $16,726,485.67

* Programs Included in the Filing *

- BAYRENOI1: Single Family

- BAYRENO2: Multi Family

- BAYRENO3: Codes and Standards Program

- BAYRENO4: Financing

- BAYRENOS: Evaluation Measurement and Verification
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ADVICE LETTER (AL) SUSPENSION NOTICE

ENERGY DIVISION
Utility Name: Bay Area Regional Energy Date Utility Notified: September 22, 2017
Network (BayREN) E-Mailed to: jberg@bayareametro.gov
Utility Number/Type: BayREN/#941 ED Staff Contact: Peter Franzese
Advice Letter Number(s) #8-E ED Staff Email: peter.franzese(@cpuc.ca.gov
Date AL(s) Filed) September 1, 2017 ED Staff Phone No.: (415) 703-1926

Utility Contact Person: Jennifer Berg
Utility Phone No.: (415) 820-7947

[ X] INITIAL SUSPENSION (up to 120 DAYS from the expiration of the initial review period)

This is to notify that the above-indicated AL is suspended for up to 120 days beginning

September 22, 2017, for the following reason(s) below. If the AL requires a Commission resolution
and the Commission’s deliberation on the resolution prepared by Energy Division extends beyond the
expiration of the initial suspension period, the advice letter will be automatically suspended for up to
180 days beyond the initial suspension period.

[ ] A Commission Resolution is Required to Dispose of the Advice Letter
[ ] Advice Letter Requests a Commission Order

[x ] Advice Letter Requires Staff Review

The expected duration of initial suspension period is 120 days

[ ] FURTHER SUSPENSION (up to 180 DAYS beyond initial suspension period)

The AL requires a Commission resolution and the Commission’s deliberation on the resolution
prepared by Energy Division has extended beyond the expiration of the initial suspension period. The
advice letter is suspended for up to 180 days beyond the initial suspension period.

If you have any questions regarding this matter, please contact Peter Franzese
(peter.franzese@cpuc.ca.gov).

cc:
EDTariffUnit

* Note: reference — Decision D.02-02-049, dated February 21, 2002, and Rule 7.5 in appendix A of D.O7-01-024
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STATE OF CALIFORNIA EDMUND G. BROWN JR., Govemor

PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

October 30, 2017 Advice Letter
BayREN 8-E

Jennifer Berg

Bay Area Regional Energy Network
375 Beale Street, 7 Floor

San Francisco, CA 94105

Ms. Berg:

On September 1, 2017, BayREN filed Advice Letter 8-E “BayREN’s 2018 energy efficiency annual budget
advice letter in Compliance with Decision 15-10-028, Ordering Paragraph 4”, in which it sought
Commission approval of BayREN's 2018 energy efficiency budget request.

BayREN's cost-effectiveness as presented in the advice letter includes a TRC value of 0.30. While D.12-
11-015 exempted the RENs from the cost effectiveness requirements of the other Program
Administrators, the Commission would like to see the BayREN make efforts to improve their portfolio
cost effectiveness. The Commission confirmed this most recently in D.16-06-046, which states “the
Commission encourages RENs to manage their programs with an eye toward long-term cost-
effectiveness, just as we encourage the other program administrators to do.””

Of particular note when considering portfolio cost-effectiveness is that BayREN’s advice letter filing does
not include the GHG adder adopted in D.17-08-022 for use in the avoided costs calculator when
analyzing the cost-effectiveness of distributed energy resources. In addition, subsequent to filing Advice
Letter 8-E, the Commission adopted D.17-09-025 that established 2018 energy savings goals.
Consequently, the advice ietter presents an incomplete picture of portfolio cost-effectiveness for 2018.

In order to gain a better understanding of portfolio cost-effectiveness for 2018, Energy Division asks
BayREN to file a supplemental to Advice Letter 8-E, which will include:

* New cost effectiveness showings using Cost Effectiveness Tool {CET) version 18.1, reieased
September 25, 2017 and includes interim GHG adder
e 2018 goals as established in D.17-09-025

! See D.16-08-019 pg 11.
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In addition to the use of these updated parameters, BayREN’s supplemental filing will also include
additional portfolio scenarios, supported by outputs from the CET version 18.1, in order to demonstrate
possible approaches to improving and realizing portfolio cost-effectiveness. In instances where BayREN
proposes to increase a program budget, it will also provide related evidence of whether and how the
budget increase will lead to increased savings from that program. If, in the .process of developing this
range of alternative scenarios a budget increase results, BayREN may be certain that there is not a legal
prohibition to increasing the budget for 2018.

Please file the supplemental advice letter by no later than November 22, 2017,
If you have any questions, please contact Nils B, Strindberg at nils.strindberg@cpuc.ca.gov.

Thank you.

SRbet L STauor-

Robert L. Strauss
Energy Efficiency Branch Manager
Energy Division
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Local Governments Empewering Our Communities

November 30, 2017

California Public Utilities Commission
Energy Division Tariff Unit

505 Van Ness Ave.

Fourth Floor

San Francisco, CA 94102-3298

Advice Letter 8-E =/
(BayREN ID #941)

Subject
Supplemental: BayREN 2018 Annual Energy Efficiency Program and Portfolio Budget Request

Purpose

In response to a request dated October 30, 2017 from the Energy Division (ED)?, the Association of Bay
Area Governments, on behalf of the San Francisco Bay Area Regional Energy Network (BayREN) submits
this supplement to the 2018 Energy Efficiency Annual Budget Advice Letter (AL). The ED requested that
BayREN provide a new cost-effectiveness showing using the Cost Effectiveness Tool (CET) version 18.1
with the interim greenhouse gas (GHG) adder,? and address the 2018 goals as established in D.17-09-
025. BayREN was also directed to provide additional portfolio scenarios to demonstrate possible
approaches for improving overall cost-effectiveness.?

This supplement to AL8-E complies with ED’s request. The alternative scenarios presented below are
slight revisions to BayREN'’s current portfolio that would result in greater energy savings and cost-
effectiveness and could be quickly implemented upon Commission approval. No increase in budget is
requested. BayREN requests approval of the BayREN 2018 Energy Efficiency budget request, as
submitted on September 1, 2017, together with the modifications to the portfolio as presented herein.

Discussion
1. BayREN 2018 Budget Request
There is no request to modify the total 2018 budget amount as presented in the September 1, 2017

Advice Letter.® The alternative scenarios presented below would be funded through fund shifts within
the portfolio.

! October 30, 2017 Letter from Robert Strauss re: Advice Letter BayREN 8-E.
2 The GHG Adder was adopted in D.17-08-22, after the annual budget compliance date.
3 While ED asked for the supplemental filing by November 22, 2017, and extension was granted until November 30, 2017.

4 Since BayREN would shift funds between programs if the alternative scenarios are approved, these shifts were included in the
Budget Filing Appendix, Tables 1-7. (See Attachment 1, viewable at https://mtcdrive.app.box.com/v/BayREN-AL-8-2018-
Attachments,)

BayREN is administered by the Association of Bay Area Governments (ABAG)
Bay Area Metro Center, 375 Beale Street, Suite 700, San Francisco, California 94105-2066
(415) 820- 7947 | www.BayREN.org | JBerg@bayareametro.gov
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Scenario 1 (Baseline): Existing Portfolio with interim GHG adder using CET v18.1.

This baseline scenario reflects a continuation of the original programs approved in D.14-10-046 from the
2013-2014 Energy Efficiency cycle (with slight modifications, as detailed in BayREN’s Advice Letter 8-E)
using the CET v18.1 which incorporates the interim GHG adder.2 Table 1 and 2 outline the TRC and
Program Administrator Cost (PAC) values and the Goal Attainment Savings values attributed to the 2018
BayREN baseline scenario. The budget for the baseline scenario is unchanged.

Table 1: Scenario 1 TRC and PAC

Program TRC PAC
Single Family 0.22 0.37
| Multifamily 0.32 0.53
Resource Programs 0.26 0.44
Portfolio 0.23 0.36

Table 2: Scenario 1 Goal Attainment Savings (Gross and Net)

Program Gross kWh  Gross kW Gross Net kWh Net

Therms Therms
Single Family 815,474 1,164 195,399 611,606 873 146,549
Multifamily 1,962,967 194 142,856 1,766,670 174 128,570
Resource Programs 2,778,441 1,358 338,255 2,378,276 1,047 275,120

8 See Attachment 2, Scenario 1 CET OQutput File, viewable at https://mtcdrive.app.box.com/v/BayREN-AL-8-2018-Attachments.

Advice Letter 8-E (Supp.) | Page 3
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possible including urgency ordinances, reduced or waived permitting fees, and contracting for expanded
planning, building, and permitting capacity. However, due to the heightened focus on accelerated

building timelines and the rapid onboarding of new staff, energy code compliance for these
reconstruction efforts will be even more challenging than in a standard environment.

BayREN proposes to reallocate $100,000 from Single Family incentives to the Codes and Standards (C&S)
program to provide dedicated energy code compliance support to communities impacted by the fire.
Consistent with local municipal needs and priorities in Sonoma and Napa Counties, BayREN proposes to
continue early collaboration with the Statewide Codes and Standards team to provide a range of
expertise and resources specifically focused on enhancing compliance with the California Energy
Efficiency Standards. Many of these resources are readily available from existing BayREN and
EnergyCodeAce activities; others will be refined and/or customized upon request.

The scope of BayREN fire recovery support will depend on the needs of local jurisdictions and will be
deployed to align with local responses such as the City of Santa Rosa’s disaster recovery-centered
permitting office. New activities proposed to supplement existing C&S initiatives include:

e In-person expert assistance with energy code requirements and interpretations

¢ In-person expert assistance to understand opportunities for reach codes

¢ Incoordination with the BayREN Single Family team, provide training to contractors working in
the impacted counties about green building and energy efficiency

BayREN proposes these activities to ensure reconstruction efforts achieve energy code compliance for
4,300 new residential homes. These resources are desperately needed and both local staff and elected
officials have requested this support from BayREN. While these activities are not proposed as a true
resource program, we believe they offer a path to developing a large, robust, and geographically
concentrated data set on new construction projects. BayREN will work with the participating
jurisdictions and the CalCERTS and CHEERS HERS registries to track projects and build this data set,
which BayREN and partners, including the EnergyCodeAce team and the CPUC, can use to evaluate
potential opportunities for energy savings claims and cost-effectiveness calculations for code
compliance work.

Commercial: Small and Medium Commercial Pay for Performance Pilot Program

BayREN proposes to shift $100,000 Single Family incentives to support near term development of the
Small and Medium Commercial Business Pay-for-performance (SMCB P4P) sub-program, starting in
2018. BayREN will develop the P4P framework and initiate very limited, targeted activities.

The Commercial Sector of the BayREN business plan lays out the path for BayREN to deliver a cost-
effective, high-impact P4P program that targets the SMCB sector and will pilot the use of normalized
metered energy consumption (NMEC) to determine savings and incentive payments.'? Leveraging the
foundation established in other local government programs, continued efforts toward this program in
2018 would allow for quicker implementation. The P4P program is designed to be cost-effective
because:

12 See BayREN Energy Efficiency Business Plan 2018-2025, at pages 3.1-3.34.

Advice Letter 8-E (Supp.) | Page 5
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significant savings potential stranded and more difficult to subsequently incentivize. Because limiting
the eligible measure mix would be contrary to the BayREN multifamily program’s long-term objectives'®,
BayREN does not present this as an alternative scenario.

BayREN requests approval to move forward with these minor program modifications and
believes that greater cost-effectiveness will be one of several positive results.

Table 3: Scenario 2 TRC and PAC

Program TRC PAC
Single Family 0.27 0.65
Multifamily 0.39 0.54
Resource Programs 0.31 0.60
Portfolio 0.27 0.48

Table 4: Scenario 2 Goal Attainment Savings (Gross and Net)

Program Gross kWh  Gross kW  Gross Net kWh Net kW Net
Therms Therms
Single Family 909,496 1,296 219,713 682,122 972 164,784
Multifamily 2,044,539 203 142,847 1,840,085 183 128,562
Resource Programs 2,954,035 1,500 362,560 2,522,207 1,155 293,347

Table 5: Scenario 2 Budget

Program 2018 Budget (S) Budget Shift Supplemental AL Budget (S)

Single Family $ 7,173,249 (S 200,000) S$ 6,973,249
Multifamily $ 6,476,600 N/A $ 6,476,600
Codes & Standards $ 1,274,500 $ 100,000 $ 1,374,500
Financing $1,612,651 $ 100,000 $1,712,651
PA Program Total $ 16,537,000 N/A $ 16,537,000
EM&V $ 189,486 N/A S 189,486
Subtotal $16,726,486 N/A $ 16,726,486

15 BayREN’s multifamily whole building program has been evaluated and compared with similar programs implemented by the
10Us and the results are illustrative. The multifamily whole building impact evaluations for the I0Us (PY 2015) and the RENs (PY
2013-2015) revealed significant differences between BayREN and the 10U programs. BayREN had higher participation, delivered
greater energy savings, and had higher evaluated realization rates and net-of-free-rider (NFR) values. BayREN served over three
times as many projects and nearly twice as many units as all of the I0Us combined (on an annualized basis) and delivered closer
to its energy savings goals (97% by btu) compared to the 10Us (20% by btu). BayREN's ex-post savings were much closer to ex-
ante savings compared to the |QUs. The reports conclude that BayREN's program cost $798 to save one MMBTU compared to
the 10Us program which cost $3,194 to save one MMBTU (ex-post savings). BayREN still continues to look for ways to make the
multifamily more cost-effective and achieve greater energy savings.

Advice Letter 8-E (Supp.) | Page 7
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Table 6: Scenario 3 TRC and PAC

Program TRC PAC
Single Family 0:33 0.84
Multifamily 0.39 0.54
Resource Programs 0.35 0.70
CodeCycle 1.69 2.72
Portfolio 0.32 0.57

Table 7: Scenario 3 Goal Attainment Savings (Gross and Net)

Program Gross kWh  Gross kW Gross Net kWh Net kW Net

Therms Therms
Single Family 1,068,279 1,523 315,100 801,209 1,142 236,325
Multifamily 2,044,539 203 142,847 1,840,085 183 128,562
CodeCycle 310,833 3,108 -558 279,750 2,797 -502
Portfolio 3,423,651 4,835 457,389 2,921,044 4,123 364,385

4. Conclusion

The Program Administrators were directed to file a “status quo” Energy Efficiency Budget Advice Letter
for 2018 as a placeholder pending a decision on the business plans, with the understanding that there
would be an opportunity to true-up the AL following the Decision. The alternative scenarios provided
herein will result in greater portfolio cost-effectiveness showing than what was presented in the
September filing. BayREN believes Scenario 2 provides the best approach for meeting long-term cost-
effectiveness goals and recommends the ED approve this Scenario. BayREN includes as Attachment 5 to
this Supplemental AL the updated “CEDARS Filing Confirmation” which reflects the 2018 BayREN
Scenario 2. Alternatively, BayREN requests approval of Scenario 3 which similarly can begin
implementation immediately.

Protests

Anyone may protest this Advice Letter. The protest must state the grounds upon which it is based. The
protest must be made in writing and received by the Commission within 20 days of the date this Advice
Letter was filed with the Commission, or November 30, 2017. There is no restriction on who may file a
protest. The address for mailing or delivering a protest to the Commission is:

Public Utilities Commission
CPUC Energy Division
Attention: Tariff Unit

505 Van Ness Avenue

San Francisco, CA 94102

Advice Letter 8-E (Supp.) | Page 9
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Advice Letter 8-E
November 30, 2017

Attachment 1
BayREN Budget Filing Appendix
(Tables 1-7)

Viewable at: https://mtcdrive.box.com/v/BayREN-AL-8-2018-Attachments
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Advice Letter 8-E
November 30, 2017

Attachment 2
BayREN Scenario 1 CET Output File

Viewable at: https://mtcdrive.box.com/v/BayREN-AL-8-2018-Attachments
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Advice Letter 8-E
November 30, 2017

Attachment 3
BayREN Scenario 2 CET Output File

Viewable at: https://mtcdrive.box.com/v/BayREN-AL-8-2018-Attachments
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CEDARS FILING SUBMISSION RECEIPT

The BAY portfolio filing has been submitted and is now under review. A summary of the filing is provided below.

PA: Bay Area Regional Energy Network (BAY)

Filing Year: 2018

Submitted: 12:48:35 on 22 Nov 2017

By: Qua Vallery

Advice Letter Number: 8-E-Supplemental

* Portfolio Filing Summary *

-TRC: 0.2731

- PAC: 0.4791

- TRC (no admin): 0.3702
- PAC (no admin): 0.887
- RIM: 0.4791

- Budget: $16,726,485.67

* Programs Included in the Filing *

- BAYRENO1: Single Family

- BAYRENO2: Multi Family

- BAYRENO3: Codes and Standards Program

- BAYRENO4: Financing

- BAYRENOS: Evaluation Measurement and Verification
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CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No. BayREN/#941
Utility type: REN Contact Person: Jennifer Berg
X ELC O GAS Phone #: (415) 820-7947
O PLC 0O HEAT 0O WATER | E-mail: jberg@bayareametro.gov
EXPLANATION OF UTILITY TYPE Tier: 01 X2 0O3
ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat  WATER = Water ]

Advice Letter (AL) #:8-F—/2
Subject of AL: BayREN 2018 Annual Energy Efficiency Program and Portfolio Budget
Request

Keywords (choose from CPUC listing): Compliance, Energy Efficiency
AL filing type: 0 Monthly 00 Quarterly X Annual One-Time [ Other
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #: D.15.10.028
Does AL replace a withdrawn or rejected AL? No. If so, identify the prior AL No

Summarize differences between the AL and the prior withdrawn or rejected AL:N/A

Resolution Required? No

Requested effective date: January 1, 2018 No. of Tariff Sheets: N/A
Estimated system annual revenue effect: (%): N/A

Estimated system average rate effect (%): N/A

When rates are affected by AL, include attachment in AL showing average rate effects on customer classes
(residential, small commercial, large C/I, agricultural, lighting). _ N/A

Tariff schedules affected: __ N/A
Service affected and changes proposed!: _ N/A

Pending advice letters that revise the same tariff sheets:_ N/A

Protests and all other correspondence regarding this AL are due no later than 20 days after the
date of this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Bay Area Regional Energy Network
Attention: Tariff Unit Attn: Jennifer Berg

505 Van Ness Ave., 4t" Flr. 375 Beale Street, 7th Floor

San Francisco, CA 94102 San Francisco, CA 94105
EDTariffUnit@cpuc.ca.gov jberg@bayareametro.gov

* Discuss in AL if more space is needed.
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Edwin M. Lee,

Mayor

SF Environment Deborah O. Raphael,
Our home. Our city. Our planet. Director

A Department of the City and Couniy of San Francisco

December 12, 2017

California Public Utilities Commission
Energy Division

ED Tariff Unit

505 Van Ness Avenue, 4th Floor

San Francisco, California 94102
Facsimile: (415) 703-2200

E-mail: EDTariffUnit@cpuc.ca.gov

Re:  A-3881-G-A/5137-E-A: Supplemental: PG&E’s 2018 Energy Efficiency Annual Budget
Advice Letter in Compliance with Decision 15-10-028, Ordering Paragraph 4; and
A-8-E: Supplemental: BayREN 2018 Annual Energy Efficiency Program and Portfolio
Budget Request.

Dear Energy Division Tariff Unit:

The City and County of San Francisco (the “City” or “San Francisco”), acting by and through its
Department of Environment (“Department”), respectfully submits the following comments in
response to A-3881-G-A/5137-E-A: Supplemental: PG&E’s 2018 Energy Efficiency Annual
Budget Advice Letter in Compliance with Decision 15-10-028, Ordering Paragraph 4,' and A-8-
E: Supplemental: BayREN 2018 Annual Energy Efficiency Program and Portfolio Budget
Request. Both supplemental filings respond to an Energy Division (“ED”) request asking Pacific
Gas and Electric Company (“PG&E”) and the Bay Area Regional Energy Network (“BayREN”)
to provide new cost-effectiveness calculations for requested 2018 Annual programs and budgets
using the Cost Effectiveness Tool (CET) version 18.1 and the interim greenhouse gas (“GHG”)
adder adopted in D.17-08-0022, and to address the 2018 goals as established in D.17-09-025.

In accordance with GO-96-B, General Rule 7.5.1, San Francisco respectfully asks the ED to
accept these comments on A-3881-G-A/5137-E-A and A-8-E as the additional information
submitted by PG&E and BayREN in their supplements has a significant impact on programs
undertaken by San Francisco and available to San Francisco residents and businesses.

San Francisco urges the Commission to implement cost-effectiveness tests for PG&E’s energy
efficiency portfolio in a manner that retains robust programs in Hard-to-Reach markets and
expresses its support for BayREN programs that will enhance energy efficiency services to Hard-

to-Reach (“HTR”) sectors and provide for greater equity in the delivery of energy efficiency
programs.

'In A-3881-G-A/5137-E-A,

San Francisco Department of the Environment
1455 Market Street, Suite 1200, San Francisco, CA 94103
Telephone: (415) 355-3700 o Fax: {415) 554-6393

N
Email: environment@sfgov.org e SFEnvironment.org %¢ Printed on100% post-consumer recycled pap
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I. The Commission Should Implement Cost-Effectiveness Tests for PG&E’s Energy
Efficiency Portfolio in a Manner that Retains Robust Programs in Hard-to-Reach
Markets

On October 30, 2017, the ED requested PG&E to file a supplement to AL 388-G/5137-E. The
letter also asked PG&E to provide “alternate scenarios...to demonstrate possible approaches to
improving... portfolio cost-effectiveness”.? In response, PG&E filed its Supplemental AL which
included two (2) scenarios. Alternative Scenario #1 seeks to improve PG&E’s portfolio cost-
effectiveness by “Eliminating Non-Resource Programs and Resource Programs with a Total
Resource Cost (TRC) Less Than 0.55”.3 Alternative Scenario #2 seeks to re-visit “The Power of
NTG” - Increasing NTG Values to 0.85”.*

San Francisco is concerned about Scenario #1, and Attachment #5, as our Local Government
Partnership (“LGP”), San Francisco Energy Watch (SFEW), is one of two (2) LGPs called out as
resource programs that would be eliminated under this Scenario. Although PG&E was clear that
it does not “recommend this Scenario (#1) and is not proposing it as a viable solution as it would
create inequities across customer sectors and likely disrupt market innovation..,”> the Scenario
does serve to illustrate the problems that result from selecting individual programs for
elimination based solely on TRC.

Additionally, San Francisco opposes judging any long withstanding program by its TRC over a
single year. Year-end closeout requirements, in addition to other accounting issues, can result in
dramatic under/overestimates of a program’s TRC. For example, if many projects were paid late,
but all administrative costs were included, TRC would be negatively impacted by low reported
savings versus high administrative costs.

Finally, the elimination of LGPs represents a regression of the tremendous work achieved since
D.12-11-015, which approved the expansion of PG&E’s LGP budgets by 10%, in exchange for
effective program design changes “incorporating elements that focused on achieving deeper
savings and complementing existing and continuing programs”.®

SFEW is a unique partnership-program that has been successful in scaling activities that serve
the City’s HTR sectors: Small and Medium Business (“SMB”) and Multifamily (“MF”). Of the
twenty-two (22) LGPs, SFEW is one (1) of only five (5) that deploy City staff for in-house
implementation activities, and the only partnership that serves multifamily properties. While
other energy efficiency (“EE”) programs may target savings-rich properties, that often have big
budgets and in-house expertise, SFEW seeks to achieve project diversity and to serve the utility
needs of all sectors in the City. Department staff intentionally dedicate more time and technical
assistance to HTR customers because they recognize the challenges and barriers that exist within
the HTR sector. Through attentive project management and targeted outreach, SFEW quickly

2 Supplemental Advice Letter, P.6
3 Supplemental Advice Letter, P.8
4 Supplemental Advice Letter, P.10
5 Supplemental Advice Letter, P.7
¢D.12-11-015, P. 85
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scaled Direct Install (“DI”’) program delivery across San Francisco, especially in SMB corridors
and high-density MF areas.

Lack of time and knowledge in energy management are often cited as the primary reasons/gaps
for SMB’s low participation (1-2%) in EE programs.’ The Department’s SFEW staff have filled
this gap by working very closely with local SMBs to manage EE projects from inception to
completion. As a result, over time the Department’s SFEW staff have become trusted advocates
for these businesses. In fact, since 2008 SFEW’s Small Business DI program has completed over
4,000 lighting and refrigeration projects in the SMB sector, paying nearly $7,000,000 in
incentives, and reducing over 40,000,000-kWh in energy consumption.?

These results are directly attributable to the Department’s professional, in-house energy
efficiency staff who regularly implement neighborhood campaigns, personally visiting ground-
floor businesses to conduct marketing, outreach and education. Our partnerships with local
contractors, merchant associations, the Chamber of Commerce, other governmental agencies,
and PG&E are also invaluable in generating leads that enable Department SFEW staff to provide
technical assistance and project implementation quality assurance. Finally, Department SFEW
staff has rapidly scaled the DI model beyond the typical small business to include places of
worship, small private sector educational institutions, community social services centers, and
properties with 2" story businesses that serve the community but are extremely hard-to-reach /
hard-to-serve including but not limited to professional offices such as medical and practices, and
boutique law and consulting firms.

SFEW'’s work in the MF residential sector has enjoyed similar success. The Department’s SFEW
staff has unlocked the energy savings potential of this sector which is notoriously difficult to
serve because of split-incentives and limited access to decision makers. SFEW has developed
robust, comprehensive projects and is able to make cross-referrals by customizing
implementation strategies and leveraging other opportunities like the BayREN Building
Enhancement program. From 2008 when it had only two (2) pipeline projects, the SFEW MF
program has rapidly expanded. To date, SFEW has completed nearly 2,200 MF projects totaling
over $8,000,000 in paid incentives, which have reduced over 41,000,000-kWh and 1,800,000
therms.’ Like the success of the SFEW program in the SMB sector, the success in MF is due to
Department staff’s hands-on, concierge style of managing and facilitating projects from
inception to completion.

The San Francisco Department of the Environment’s mission is to provide solutions that advance
climate protection and enhance quality of life for all San Franciscans. As such, the Department
will continue to serve the HTR sectors. The energy reduction potential of a corner store located
in a neighborhood that is a known food-desert pales in comparison to a high-rise building in the
financial district. But both properties deserve equal access to EE programs, and the corner store

7 ACEEE “Growing the Energy Pie,” 2015, P. 49
8 SFEW Internal Report, “No. of Projects, Total Savings & Incentives Paid at Sites with A1 and A6 Rate
Schedules,” 11-30-17

% SFEW Internal Report, “No. of Projects, Total Savings & Incentives Paid at Multifamily,” 11-30-17
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requires trusted technical assistance to facilitate successful EE project development and
implementation.

In Mayor Ed Lee’s “State of the City Address”,!” he specifically set out a work plan that will
move San Francisco towards the goal of shared prosperity. Specifically, Directive #5 -Anti-
Poverty, states “For San Francisco to reach new levels of environmental achievement, our
solutions to climate change and environmental sustainability must be accessible and benefit all
San Franciscans. All our diverse communities and neighborhoods should share in the benefits of
building a cleaner and greener City, regardless of income.... In addition, to reach our climate
goals, we need a new level of engagement from all our neighborhoods and businesses”.!! Thus,
the Department’s directive from the Mayor aligns with its mission to engage all neighborhoods
and businesses, and not only those that are easily accessible or have the highest energy-savings
potential.

In conclusion, San Francisco emphatically agrees with PG&E that the elimination of programs
simply based on TRC values will result in broad inequity in customer segments served. Since
2008, the SFEW program has proven its ability to scale its DI services in the SMB and MF HTR
sectors, reaping sizable savings and allowing program access to a broad set of constituents. San
Francisco has and will continue to undertake activities in the HTR sector because they are
aligned with the Department’s mission and the Mayor’s directive. The Commission should
similarly ensure that energy efficiency funded by all ratepayers effectively meets the needs of all
ratepayer customer segments.

II. The Bay Area Regional Energy Network’s Supplemental to Advice Letter 8-E Sets
Forth Innovative Ideas to Meet the Needs of All Customers.

San Francisco strongly supports the Bay Area Regional Energy Network’s (BayREN (#941))
Advice Letter 8-3. BayREN presented shovel-ready proposals that enable its portfolio to be more
cost-effective in 2018 while leverage the success of existing programs, such as SFEW.
Moreover, the Single Family and Commercial programs align well with the Mayor’s vision of
“Shared Prosperity” and legislative requirements for doubling EE gas and electricity savings by
2030 in California per Senate Bill (SB) 350,' as well as San Francisco’s climate action goals.
Since the proposals do not require any budget increase,!® accelerating the implementation of
these new, innovative and forward-looking programs will not burden ratepayers with additional
risk.

The BayREN “Small and Medium Commercial Pay-for-Performance Pilot Program” holds the
promise to deliver whole-building, comprehensive projects to San Francisco’s SMB sector. As

10 State of the City Address, 01-15-2015, http:/sfmayor.org/mayor-lees-2015-state-city-address
" http://sfmayor.org/shared-prosperity

12 “Legislative Summary: What does SB350 Do?” http://www.energy.ca.gov/sb350/

13 BayREN AL-8, P.1
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detailed in its Business Plan,'* the BayREN SMB Pay-for-Performance Program focuses on
harvesting energy savings from more expensive and complex equipment upgrades such as
Heating, Ventilation and Air-Conditioning (HVAC), boilers, pumps and improvements to the
building envelop by matching incentives with metered energy savings. Additionally, this
program will leverage existing rebate programs, including SFEW, which under the auspices of
PG&E, is currently designed to primarily deliver technical assistance and incentives that support
lighting retrofits. Accelerating the implementation of BayREN’s innovative Program not only
accelerates the “doubling of energy efficiency,” but also serves to support the successes and
achievements of existing programs like SFEW.

While Pay-for-Performance programs have been successfully deployed by NYSERDA and other
East Coast utilities'® in multifamily, large commercial and industrial sectors, the concept remains
nascent in the SMB sector. As a result, important factors such as accuracy in measurement and
verification have not been standardized. Therefore, multiple efforts and interagency/organization
collaboration will lead to more rapid standardization and propagate broad adoption of this
potentially powerful shift in EE program delivery, especially in the SMB sector.

San Francisco also supports the swift approval of Scenario #3, particularly the Single-Family
program. Single-family homes (SFH) represent 32% of the housing stock in San Francisco or
121,473 structures. Most of these SFH structures were built prior to the adoption of statewide
energy codes (pre-1978), and many include multiple households/units. San Francisco supports
the BayREN Scenario #3 Single-Family program because it serves the City’s aging SFH
inventory with targeted outreach and removes financial barriers with standardized equipment
pricing. The BayREN scenario targets “high-potential, high-impact customers in clusters of
neighborhoods which contain favorable (pre-1978) building vintages and cluster[s] projects to
reduce overall (upgrade) cost”.'® The program introduces standardized pricing on equipment,
mimicking the success of solar photovoltaic group procurement programs. These strategies are
reasonable and appealing, especially in SFH neighborhoods with disproportionally low uptake in
EE programs.

In conclusion, San Francisco urges the Commission to accelerate the implementation of the
innovative SMB and SFH proposals set forth in the BayREN Advice Letter 8-E. The proposal
contributes to reaching the City and State’s audacious energy and climate goals and expedite the
realization of Mayor Lee’s vision for “Shared Prosperity.”

Consistent with in G.O. 96-B, General Rules, Section 3.11, San Francisco will forward this letter
to PG&E and BayREN at the same time San Francisco submits it to the Energy Division.

14 BayREN Energy Efficiency Business Plan 2018-2025, Section 3. Commercial Sector, P.3.1 —3.34

15 NYSERDA Multifamily Performance Program & New Jersey Board of Public Utilities “Pay for Performance,
Existing Buildings”

16 BayREN AL-8, P.8
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Sincerely,

Jessie Denver,

Energy Program Manager

San Francisco Department of the Environment
City and County of San Francisco

CC:

Erik Jacobson, Pacific Gas and Electric Company, PGETariffs @pge.com
Jennifer Berg, Bay Area Regional Energy Network, jberg @bayareametro.gov
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Strindberg, Nils

From: Chu, Lowell (ENV) <lowell.chu@sfgov.org>

Sent: Thursday, December 14, 2017 4:26 PM

To: ED Tariff Unit

Cc: Strindberg, Nils; Franzese, Peter; Fortune, Hazlyn

Subject: ACTION - Please withdraw SF's comments on BayREN Advice Letter A-8-E.

To Whom It May Concern:

On December 12, 2017, the City and County of San Francisco, acting by and through its Department of Environment (the
Department), submitted comments to A-3881-G-A/5137-E-A: Supplemental: PG&Es 2018 Energy Efficiency Annual
Budget Advice letter in Compliance with Decision 15-10-028, Ordering Paragraph 4. In those comments, we also
provided support for A-8-E: Supplemental: BayREN 2018 Annual Energy Efficiency Program and Portfolio Budget
Request. By this email, the Department hereby withdraws all comments that are related to BayREN’s A-8-E. This
withdrawal relates only to BayREN and does not relate to our comments on PG&E Advice Letter A-3881-G-A/5137-E-A.

Regards,

Lowell Chu, LC, CEM, LEED AP

Senior Energy Efficiency Specialist

San Francisco Department of the Environment

1455 Market St., Suite 1200, San Francisco, CA 94103
lowell.chu@sfgov.orgT: (415) 355-3738 F: (415) 544-6393

1 ) SFEnvironment.org
JI'II SF E."IWFC-“F]-’TTE.'I” Facebook ‘ Twitter

)

Newsletter
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ADVICE LETTER (AL) SUSPENSION NOTICE
ENELILLT DUIISITIN

tilitl Name: [lalArea [legional Energ/] Date [tilit[ /Notifiel t [anuar[ /18, 2018
Network ([ lal[JEN) E-Mailelto: [berg@ba' areametro.gov
Ctilitt Number (T pe: [Jal[IEN[1941 ED Staff Contact: Nils (. Strin[ berg

Alvice [etter Number(s) [ 8-E, 8-E-A ED Staff Email: nils.strin berg@cpuc.ca.gov
Date Al (s) Filel) September 1, 2017, ED Staff ' hone No.: (415) 703-1812

November 30, 21017
Ctilitl/Contact [erson: [ennifer [lerg
Ctilitl 1 Chone No.: (415) 820-7947

[ ] INITIAL SUSPENSION (up to 120 DAYS from the expiration of the initial review period)

This is to notifl that the above-inlicate[JA[]is suspenl el for up to 120 [als beginning

CIO T [y for thiel following reason(s) below. [fthe Al lrelnires a Commission resolution anl Ithe
Commission's [eliberation on the resolution prepare /bl |Energ//Division el ten[ s belon[Ithe

el piration of the initial suspension periol ] the al vice letter will be automaticalll Jsuspen! el Ifor up to
180 [Ja s belonl the initial suspension periol!

[I”A Commission [esolution is el uire[to Dispose of the Allvce [‘etter
[ITAlvice Cetter [elests a Commission [Irler

LA Lvice Cetter [lelnires Staff [eview

The el pectel |[uration of initial suspension periollis 120 []as

[X] FURTHER SUSPENSION (up to 180 DAYS beyond initial suspension period)

The Allreluires a Commission resolution anl Ithe Commission!s [ eliberation on the resolution
preparel /b |Energ[/Division has el tenl el belonlthe el piration of the initial suspension periol . The
alvice letter is suspenl el /for up to 180 [als bel onl the initial suspension periol !

'f [ou have an[ [ uestions regar[ing this matter, please contact Nils [ . Strin[ berg
(nils.strin[ berg@cpuc.ca.gov).

cc:
EDTariff[nit

[!Note: reference [ |Decision D.02-02-049, [atel |Februar(121, 2002, anl ! ule 7.5 in appenlil /A of D.[17-01-024



A.17-01-013 VUK/ek4

Marin Clean Energy (MCE) 2018 Annual Budget Advice Letter
(AL) Attachments

1. MCE AL 25-E submitted September 1, 2017
2. ORA Protests MCE AL 25-E submitted September 21, 2017
3. GreenFan/ Verified Protests MCE AL-25-E submitted September 22, 2017

4. Energy Division email accepting late Protest of GreenFan/Verified sent
September 22, 2017

5. Energy Division Initial Suspension Notice sent September 22, 2017
6. MCE Reply to Protests submitted September 28, 2017

7. Energy Division Letter Requesting a Supplemental to MCE AL 25-E sent
October 30, 2017

8. MCE Supplemental AL 25-E-A submitted November 30, 2017

9. Energy Division Further Suspension Notice sent January 18, 2018
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September 1, 2017

CA [ublic Htilities Commission

EnerglIDivision
Attention: Energ[ |Efficienc[ [ ranch M ‘ E
505 [Jan Ness Avenue, 4" Floor

San Francisco, CA 94102-3298

Advice Letter 25-E

Re: MCE 2018 Annual Energy Efficiency Program and Portfolio Budget Request

0 compliance with California [ublic [tilities Commission ({Commission|) Decision (I D.[) 15-
10-028, [rlering [aragraph (L11[1) 4, issue[|[Ictober 28, 2015,! an[|Administrative Law Judge’s
Ruling Modifying Schedule (TAT Culingl), file[] [ine 9, 2017,2 Marin Clean Energ[1(TMCED)
submits this al vice letter filing to reluiest its 2018 annual energ| lefficienc! Jportfolio bul get. D.15-
10-028 callefor the annual bulget alVice letter to be file Jon the first business [allin September.’
The A uling confirme[Jthis [ate to be September 1, 2017.*

Effective Date: [Ictober 1, 2017

Tier Designation: Tier 2

“ursuant to [leneral [Irler 96-1], Energl | mlustr[I[lule 5.2 an[1D.15-10-028, this alvice letter is
submittel Iwith a Tier 2 [ esignation.

Purpose

The purpose of this al vice filing is to compl[ with D.15-10-028, [1[14 an[re[uest MCEI[s 2018
energ! lefficienc Ibul get.

Background

The Commission is transitioning to a rolling portfolio framework for energ[Jefficiencl programs.
To this enl] [frogram Alministrators ([1]Al) file[] business plans in [anuar[ 12017, which the
Commission el pects will be approvellin 2018. To facilitate the transition to the rolling portfolio
framework, the Commission is continuing its ten-ear funing authorilation that began in 2014.°

1 D.15-10-028, [1[14 at p. 123-24.

2 Administrative Law Judge’s Ruling Modifying Schedule (TA U ulingl) (FA.0) 17-01-013, et
al., filel1une 9, 2017, [uling [aragraph ([1/11) 1 atp. 9.

3D.15-10-028, (114 at pp. 123-24.

4 Al uling at pp. 6, 9.

> D.14-10-046, (11121 at p. 167.

MCE Alvice [ktter 25-E
1
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Subsel uient to issuing the ten-[ear funling authori ation in D.14-10-046, the Commission al optel |
relate[] processes anllrules to implement a rolling portfolio.® The process inclules filing this
annual bul get al vice letter to provil e a range of information incluling: (1) the nel't annual bul get![’
(2) the portfolio cost effectivenessl I(3) portfolio changes!(4) funl] shifting[(5) carrlover or
encumberel | fun[ s[Janl](6) the California Energl]Data anl[ [leporting S(stem[s Filing Mol ule
(LCEDALS FMI) filing confirmation, which inclules a cost effectiveness showing (inclulel as
Attachment A to this alVice letter).’

m [ul[12017, Energ[ | Division staff provilel]allitional guilance on the annual bulget alvice
letter.® This guilance acknowle ge[]a number of uncertainties an[changes regar[ing the rolling
portfolio framework an[Icost effectiveness calculations.” Nonetheless, to be consistent with D.15-
10-028, Energl IDivision staff [irecte[ /[ /As to file a Tier 2 al vice letter using the portfolio bul gets
approvelin D.15-10-028 an[cost effectiveness inputs.'® [As are re uire(to file a true-up bullge
alvice letter in 2018.!! Further guiCance is epecte[]from the Commission in its final Cecision
approving business plans.'?

Energ[]Division also provilellan up_atellappen il ltemplate for purposes of this filing.!* MCE
has uploal el Ithis complete! lappenlilto the CEDAIIS FM. The appenlil Iwill be upl atel lonce
the Commission approves cost effectiveness al I ers, business plans, an[|goals for 2018.'*

Discussion

MCE reluests a programmatic bul get for 2018 in the amount of (11,586,347, which is supporte
bllthe appenlil | MCE file[! on the CEDAIS FM. MCE reluests an allitional (18,177 for
Evaluation Measurement an! | [ lerification ((EM[ (1) fun(s.!> MCE also provil es a contelt for
the portfolio cost effectiveness for 2018.

6 See D.15-10-028(D.16-08-019.

"D.15-10-028 at pp. 58-63, 91, [1[14 at p. 123 see also Clarifications on Annual Budget Filings
for Program Year 2017 (August 19, 2016).

8 2018 Energy Efficiency Portfolio Filing and Reporting Budget (Tul[124, 2017).

? Id. [Energ[IDivision recogni és that man[Ichanges are afoot this [ear that affect portfolio
savings goals an(Icost effectiveness/ anllin[ eel Ithe entire portfolio mil lof sectors an!
programs/ an/Jthat the re[nirement for a cost effective portfolio showing malnot be achievable
in 2018 using these parameters anl /given the current uncertainties. [

10 1d.

"' A0 Culing at p. 6.

12 1d.

132018 Energy Efficiency Portfolio Filing and Reporting Budget (Tul[124, 2017).

" 1d.

15D.15-10-028 at p. 87.

MCE Alvice [ktter 25-E
2
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2018 Energy Efficiency Budget

MCE receivel]an annual bullgt authorilation in D.14-10-046 totaling [1,220,267.'° m 2016, the
Commission increase IMCE(s annual bulg¢ to [1,586,347 to account for new communities that
'0ine[IMCE[S service area.!” To compl[with D.16-05-004, MCE file JalVvice letter 16-E,'® which
incorporate[ Jthe bu_get increase into MCE(s overall portfolio bul get.'

MCE presents its funling allocations b[ program anlJits overall 2018 Energ[ |Efficienc[ /[ togram
Tl get in Table 1.

Table 1: Authorized MCE 2018 Energy Efficiency Program Budget

MCE Programs Budget

Single Famil[ 11196,089
Multifamil[ 11676,437
Small Commercial [1686,790

Financing 127,031

Program Subtotal 11,586,347°

EM ][] 18,177

Total $1,604,524

As inlicate Jabove, MCEI[S relnests [18,177 in EM ][] funls basellon MCEI[s approve[ /bul get
for 2018. Table 2, below, presents MCE[s EM[ 1] bul get as a percentage of the total EM[1[] [JA
funls [istribution.

Table 2: Prospective EM&V Funds

2018 Programs Budget 4% EM&V Total Prospective
Funding Level EM&YV Funds
(27.500 EML11]
_A Distribution)
111,586,347 166,098 118,177

16 D.14-10-046 at p. 125.

17D.16-05-004.

18 D.16-05-004, [ 115 at pp. 13-14.

Y MCE Alvice [etter 16-E at p. 3.

20 The Commission authoril e[ Jthis bul get in D.16-05-004, (112 at p. 13.

21 This amount inclules onl[Jthe [JA [istribution baseJon 27.5[1 of the total EM ][] bulget as
inlicatel]in the [iscussion in the EM[1[] Fun[s section below. MCE inclule[1100[] of the
EMU[]1] bul get in the appen!il Juploal el Ito the CEDATIS FM.

MCE Alvice [ktter 25-E
3
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Portfolio Cost Effectiveness

MCEISs portfolio cost effectiveness results for 2018 are:

Total [lesource Cost Test [Jatio ([T ICI): .57
“rogram Al ministrator Cost Test [atio ([T'ACD): .63

n 2013, MCE alministere[ the first energl |efficienc(programs unler the authorit[]grante[lin
Cal. [ub. [til. Cole [1381.1(a)-([). These programs were initiall [ Irestricte[ |b[ 'the Commission
to serve gaps in investor-owne! | utilit[ ([ 11)(][) programs an[ harl‘to-reach markets.?? At that
time, the Commission recognil ¢/ |that these restrictions mal lcause MCEIS proposals to fail the
TLIC test an[therefore [ilInot initiall[limpose a minimum cost effectiveness reliirement.?® [n
2014, however, the Commission lifte[Jthe restrictions** an[limposethe same cost effectiveness
stan[ar[ s on Communit[IChoice Aggregators ((CCAL) as [11(Js.?® [Jet, at that time MCE was not
invite( to file an application to up!late its portfolio because the 2014 programs were el tenl el to
2015, 2016, 2017, anll now 2018 while the Commission transitions to the rolling portfolio
framework.?® Although lifting the restrictions will ultimatelJimprove MCES abilit['to meet the
minimum 1.25 TTIC ratio, MCEI[s current portfolio continues to focus on harl *to-reach markets
anl lgaps in [1][] programs.

m [anuar 12017, MCE filel]a business plan reluiesting authorit! /to implement a broal er anl Icost
effective portfolio that conforms to the rolling portfolio framework an]Commission guil ance.?’
The Commission anticipates approval of the business plan in 2018.2%

1 the interim, MCE continues to make efforts to improve the cost effectiveness of its current
portfolio. [ursuant to Energl] Division guilance, once the new avoilel] cost calculator an!]
[lreenhouse gas ([ 11[1[][) al ler are releasellan(|business plans approvel; MCE will al Tust its
programs to further improve its portfolio(s cost effectiveness.

Portfolio Changes

MCE began implementation of a Seasonal Savings pilot that was approvellan[ Ibegan in the first
Cuater of 2017.% The savings figures associate[] with this pilot have been inclule[]in the cost
effectiveness anal[sis for the 2018 portfolio.

21 12-11-015 at pp. 45-46.

B Id. p. 46.

24D.14-01-033 at p. 14[see also D.14-10-046 at p. 120 (Commission clarifling the restrictions [0
not appllto gas programs).

2 D.14-01-033 at p. 36.

26 D.14-10-046 at pp. 30-32.

27 A.17-01-017.

28 AL uling at pp. 8-9.

2 MCE Alvice [etter 17-E an[]17-E-A.

MCE Alvice [ktter 25-E
4
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(I [ull117, 2017 the Commission approvell alvice letter 24-E, wherein MCE propose! | to
[iscontinue its [In-[lill Cepalment ([0 [rogram. The [0 [rogram was [esignelto provil e
low-cost financing to improve the energ!]efficiencl|of multifamil[ Jan[commercial buillings.
MCE [ecilel lto cancel the [1[10] program [ueprimarill to low customer [eman' for the program.
At the same time, MCE hal greater than el pecte! | participation in, an!|customer [emanl | for,
MCE[S Multifamil[Jan[ Commercial programs. The previousl ' committel] [loan [oss [Jeserve
([TIE0) funls associate! lwith the [1111] program are now inclul e[ lwithin MCE[S Multifamil [ lan[ |
Commercial 2017 bul | gés.>°

Asile from the aforementionel | changes, MCE is continuing its 2017 portfolio of programs in
2018, notwithstan[ing the proposel /programmatic changes in MCE[S business plan.

Fund Shifting

1 bul get [ear 2017, MCE performel Jone fun( shift via al vice letter 24-E, which the Commission
approvelon [ull117,2017.

MCE'S 2017 funlJshift an[Ithe resulting bul get allocations are reflecte[ /in Table 3, below. The
fun[shift move! lpreviousll lcommitte[ ][ I[] fun[s into the Multifamil [ Jan[ /\Commercial program
bullgts. [lecause the committe[|[1'][] fun[s were repurposel for use in the 2017 bul get, the [ ]
funls [0 not affect MCEIs bul get rel uest for 2018.

MCE presents its 2017 funl Ishifting activit[in Table 3, below.

Table 3: 2017 Fund Shifting

MCE Programs Approved 2017 | Shift Out Shift In Final 2017
Budget Budget

Single Famil | 11233,050 - - [1233,050

Multifamil [ 11667,555 [1273,750 11941,305

Small Commercial 658,711 0 273,750 [1932,461
Financing 27,031 - - 027,031
[0 Fun[?! [1547,500 [1547,500 110.00

Total $2,133,847 $2,133,847

30 MCE Alvice [etter 24-E, Table 1 at p. 3.

31 MCE's 0000 program was approve[lin D.12-11-015 as one of three financing pilots. MCE
allocate[11547,500 to a L)1 funfor its Multifamil “Jan[/Commercial [1[17] program. These funl's
were a one-time transfer that carriel lover [ear to [ear as committe Ifunls.

MCE Alvice [ktter 25-E
5
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Committed and Carryover Funds

Cursuant to [11125 of D.14-10-046, MCE reports annuall[ lon unspent fun( s available for carr[ over
in an alvice letter file[1on December 1.3 The annual unspent fun(s alvice letter also reports
MCEISs funl s that are committe! Ifor use in the nelt bul get [ear. The appen!il Ito this al vice letter
proviles a true up of MCES 2016 unspent fun[s. The amount reflecte( lin Table 7 of the appen(i[]
however, [0es not inclule the funls that were unspent in 2016 anl JuselIto offset MCEI(s 2017
bull gt transfer from [11E ([B,714).

Table 4, below, illustrates MCEI[S bullgging practice. The table presents MCEIs actual 2016
unspent fun(s, its prolectel lunspent funls as reportel]in al vice letter 21-E, its 2016 committe![ !
electric funls, anlJThow the aforementione! lamounts affect the 2016 unspent funl's available to
offset the 2018 bulget transfer.?

Table 4: Projection of MCE’s Unspent Funds for 2018

Actual 2016 Projected 2016 2016 2016 Unspent Projected 2017
Unspent Unspent Funds | Committed Funds Unspent Funds
Funds Reported in AL Funds Available to Available to

(Electric 21-E (used to (Electric Offset 2018 Offset 2018
Only) offset 2017 funds) Only) funds Funds
11416,165 ([3,714) ([189,268) 11223,182 [To be provilellin
an Alvice [etter
on December 1,
2017

Notice

Anlone wishing to protest this alvice filing mall[o so bl letter via [1.S. Mail, facsimile, or
electronicall[] an[lof which must be receivel Ino later than 20 [al$ after the [ate of this alvice
filing. [rotests shoull be maile! Ito:

CI1C, Energl IDivision

Attention: Tariff [nit

505 [Jan Ness Avenue

San Francisco, California 94102
E-mail: EDTariff nit@cpuc.ca.gov

32 D.14-10-046, (1125 at p. 168.

33 MCE's actual 2016 unspent fun's el ial [416,165. This amount is re[ice( Ib[ 13,714, which
was the prolécte! ] an! lnow truel +up, 2016 unspent funl s amount that MCE reportel Jin al vice
letter 21-E to offset MCE[s 2017 fun[s transfer. MCEIs actual 2016 unspent fun(s are further
re[uce[Jb[J189,268, which is the amount of 2016 funs MCE committe[Jto funelectricit[]
savings in 2017. See also Table 7 of MCEIs appen(ilito this al vice letter.

MCE Alvice [ktter 25-E
6
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Copies shoul Jalso be mailel lto the attention of the Director, Energl IDivision, [ loom 4004 (same
alltress above).

n al [ition, protests anllall other corresponence regarling this alvice letter shoullalso be sent
bOletter anJtransmitteJvia facsimile or electronicall[Jto the attention of:

Nathaniel Malcolm

Colic[JCounsel

MAON CLEAN ENEOOD

1125 Tamalpais Avenue

San [afael, CA 94901

Chone: (415) 464-6048

Facsimile: (415) 459-8095

E-mail: nmalcolm@mceCleanEnerg[lorg

anl]

Ceckie Menten

Energl Efficienc| Director

MAN CrEAN ENE01)

1125 Tamalpais Avenue

San [afael, CA 94901

"hone: (415) 464-6034
Facsimile: (415) 459-8095

E-mail: bmenten@mceCleanEnerg[org

There are no restrictions on who mallfile a protest, but the protest shall set forth specificall( the
groun[ $ upon which it is baselJan[Ishall be submitte[ e[ pelitious] ]

MCE is serving copies of this al vice filing to the relevant parties shown on the [1.13-11-005 an'
A.17-01-013 et al. service lists. For changes to this service list, please contact the Commission[s

“rocess [ffice at (415) 703-2021 or bl lelectronic mail at [‘rocess[ [ ffice@cpuc.ca.gov.

Correspondence

For [uestions, please contact Nathaniel Malcolm at (415) 464-6048 or b electronic mail at
nmalcolm@mceCleanEnerg| lorg.

[S[Nathaniel Malcolm

Nathaniel Malcolm
[olic[JCounsel
MaADIN CLEAN ENEOO

cc: Service [ists: [.13-11-0050A.17-01-013, et al.

MCE Alvice [ktter 25-E
7
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Attachment A:
CEDARS FM Filing Confirmation

MCE Alvice [ktter 25-E
Attachment A
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CEDARS FILING SUBMISSION RECEIPT
The MCE portfolio filing has been submitted and is now under review. A summary of the filing is provided below.
PA: Marin Clean Energy (MCE)
Filing Year: 2018
Submitted: 10:42:39 on 31 Aug 2017
By: Alice Stover
Advice Letter Number: 25-E
* Portfolio Filing Summary *
- TRC: 0.5657
- PAC: 0.6262
- TRC (no admin): 1.4763
- PAC (no admin): 1.9736
- RIM: 0.6262
- Budget: $1,586,346.96
* Programs Included in the Filing *
- MCEO1: Multi-Family
- MCEO2: Small Commercial

- MCEQS: Single Family
- MCEO4: Financing Pilots
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CALIFORNIA PUBLIC UTILITIES COMMISSION

ADUICE CETTEL FIIIINLI SCMMALIC
ENELLIC) CTHOT

MUST BE COMPLETED BY LSE (Attach additional pages as needed)

Marin Clean Energy

Utility type: Nathaniel Malcolm
M ELC O GAS Phone #: 415-464-6048
O PLC O HEAT 0O WATER | E-mail: nmalcolm@mceCleanEnergy.org
EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)
ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat = WATER = Water

Advice Letter (AL): 25-E
Subject of AL: MCE 2018 Annual Energy Efficiency Program and Portfolio Budget Request
Tier Designation: 0 1 M2 O3

Keywords (choose from CPUC listing):

AL filing type: 00 Monthly [0 Quarterly M Annual [0 One-Time [ Other

If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution: D.15-10-028

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL

Summarize differences between the AL and the prior withdrawn or rejected AL!:
Resolution Required? [0 Yes M No
Requested effective date: October 1, 2017 No. of tariff sheets:

Estimated system annual revenue effect: (%):

Estimated system average rate effect (%):

When rates are affected by AL, include attachment in AL showing average rate effects on customer classes
(residential, small commercial, large C/I, agricultural, lighting).

Tariff schedules affected:
Service affected and changes proposed!:

Pending advice letters that revise the same tariff sheets:

Protests and all other correspondence regarding this AL are due no later than 20 days after the
date of this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Utility Info (including e-mail)
Attention: Tariff Unit Marin Clean Energy

505 Van Ness Ave., Nathaniel Malcolm, Policy Counsel

San Francisco, CA 94102 (415) 464-6048

EDTariffUnit@cpuc.ca.gov nmalcolm@mceCleanEnergy.org

! Discuss in AL if more space is needed.




ORA

Office of Ratepayer Advocates
California Public Utilities Commission
505 Van Ness Avenue
San Francisco, California 94102
Tel: 415-703-1584

http://ora.ca.gov

September 21, 2017

California Public Utilities Commission — Energy Division
Attention: Tariff Unit

505 Van Ness Avenue

San Francisco, CA 94102

Subject: The Office of Ratepayer Advocates’ Protest to Pacific Gas and Electric
Company Advice 3881-G/5137-E, Southern California Edison Company
Advice 3654-E, Southern California Gas Company Advice 5183-G, San Diego
Gas and Electric Company Advice 3111-E/2607-G, and Marin Clean Energy
Advice 25-E (September 1, 2017 — Energy Efficiency Annual Budget Advice
Letters)

Dear Energy Division Tariff Unit,

The Office of Ratepayer Advocates (ORA) hereby submits this protest to the energy efficiency
(EE) Program Administrators’ (PAs) annual budget advice letters (ABALs): Pacific Gas and
Electric Company (PG&E) Advice 3881-G/5137-E, Southern California Edison Company (SCE)
Advice 3654-E, Southern California Gas Company (SoCalGas) Advice 5183-G, San Diego Gas
and Electric Company (SDG&E) Advice 3111-E/2607-G, and Marin Clean Energy (MCE)
Advice 25-E (September 1, 2017). The advice letters request approval of the PAs’ 2018 EE
budgets pursuant to Decision (D.) 15-10-028, Ordering Paragraph (OP) 4.

In this protest, ORA recommends the Commission reject all four Investor-Owned Ultilities’
(IOUs) and MCE’s 2018 budget advice letters due to their failure to meet the Commission’s
required ex ante cost-effectiveness thresholds for EE programs in their 2018 Annual Budget
Advice Letter (ABAL) filings and/or the likelihood that their portfolios will fail to be cost-
effective when implemented. ORA highlights that rejection of the ABALSs will not adversely
affect EE programs since D.15-10-028 already provides a remedy to ensure funding stability in
the event that the Commission does not approve the ABALs. Therefore, no additional remedy is
required at this time.

I. BACKGROUND

Commission policy requires that EE portfolios must be cost-effective in order to approve
funding. In D.05-04-051, the Commission affirmed that a prospective showing of cost-
effectiveness for the entire portfolio “is a threshold condition for eligibility for ratepayer funds.
In order to establish the cost-effectiveness of EE portfolios, the Commission relies upon a dual
test and requires that PAs establish that their portfolios meet a specified threshold of benefits to

’91

'D.05-04-051 at 22.

Ratepayer Advocates in the Gas, Electric, Telecommunications and Water Industries
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costs using the Total Resource Cost (TRC) test and the Program Administrator Cost (PAC) test.’
The threshold is typically a benefits-to-costs ratio substantially greater than a 1.0 because, as the
Commission explained in D.09-09-047, “[i]n order to meet the requirement of Public Utilities
Code Section 454.5(b)(9)(c) to approve cost-effective energy efficiency programs, and to set just
and reasonable rates, it is prudent policy to adopt a margin of safety for the calculation of cost-
effectiveness™

In D.12-11-015, the Commission required that TRC values for prospective portfolios exceed a
1.25 benefit-to-cost ratio, and specified that the calculation should exclude savings and costs
associated with spillover effects and codes and standards (C&S) programs.*

In D.14-10-046, the Commission modified the cost-effectiveness threshold to 1.0 for the PAC
and TRC for 2015 EE portfolios in order to accommodate the transition to rolling portfolios.
However, the Commission also noted that it would require a TRC of 1.25 or above for
subsequent years for all IOU PAs as well as MCE.” D.14-10-046 also extended annual funding
authorization at 2015 levels through 2025 or until the Commission provided superseding
direction.’

In D.15-10-028, the Commission ordered each EE PA to file an annual Tier 2 advice letter
containing, among other things, its proposed budget and portfolio cost-effectiveness statement.’
The Commission also provided that if a PA’s ABAL did not receive a disposition from the
Commission by the end of the calendar year in which it was filed, the prior year’s budget would
remain in place until disposition of the pending advice letter.®

II. DISCUSSION

A. The Commission should reject the IOUs’ and MCE’s ABALSs because the PAs’
proposed EE portfolios either are not cost-effective as filed or are unlikely to be
cost-effective when implemented.

As noted above, the Commission’s expectation in D.14-10-046 was to return to the 1.25 benefit-
to-cost ratio threshold for the TRC and PAC that it established in D.12-11-015. There is,
however, some ambiguity regarding whether the lower 1.0 threshold established for 2015
continues to apply since the budget authorization under which the PAs continue to operate has
been unchanged since program year 2015. Table 1 below reports the cost-effectiveness results
for the portfolios submitted by all PAs.’

>D.09-09-047 at 68-69.

* D.09-09-047 Conclusion of Law (COL) 1 at 353.

*D.12-11-015 at 100-101.

> D.14-10-046 at 109-110. The Commission also recognized in footnote 96 that there is a tension between its
expectation of returning to a 1.25 TRC/PAC threshold and the potential for substantial changes to budgets, but did
not resolve the tension in that decision.

°D.14-10-046 at 31.

"D.15-10-028 OP 4 at 123-124.

¥D.15-10-028 OP 5 at 124.

’ The table includes two PAs, the Bay Area Regional Energy Network and Southern California Regional Energy
Network, that are not currently subject to the Commission’s minimum cost-effectiveness thresholds.
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Table 1: Total Resource Cost Results by Program Administrator'’

[o]V] PA Scenario 2016 Claimed | 2017 Forecast | 2018 Forecast

Resource and
PGE PGE NonResource 0.81 1.04 0.86
(no C&S)

Resource and
PGE BAY NonResource 0.39 0.35 0.20
(no C&S)

Resource and
PGE MCE NonResource 0.27 0.91 0.57
(no C&S)

Resource and
SCE SCE NonResource 1.00 1.02 1.01
(no C&S)

Resource and
SCE SCR NonResource 0.05 0.33 0.40
(no C&S)

Resource and
SCG SCG NonResource 0.74 1.22 1.05
(no C&S)

Resource and
SCG SCR NonResource 0.05 0.33 0.40
(no C&S)

Resource and
SDGE SDGE NonResource 0.96 1.16 0.80
(no C&S)

Resource and
SW Total | SW Total NonResource 0.97 1.02 0.88
(no C&S)

If the appropriate cost-effectiveness threshold is a minimum 1.25 benefit/cost ratio excluding
codes and standards and market effects, all the PAs have failed to submit cost-effective
portfolios, as shown in Table 1 below. If the appropriate cost-effectiveness threshold is 1.0, then
PG&E, SDG&E, and MCE fail to meet the minimum cost-effectiveness threshold while
SoCalGas and SCE just barely meet the minimum (at 1.05 and 1.01, respectively). Taken
together, the entire statewide portfolio of EE programs statewide fails to meet minimum cost-
effectiveness regardless of the operative threshold.

'% Data for Table 1 come from the Commission’s California Energy Data and Reporting System (CEDARS),
accessed on September 20, 2017. The data do not exclude emerging technologies budgets and, therefore,

result in minor discrepancies when compared with the cost-effectiveness showings in PAs” ABAL filings. However,
the discrepancies are minor (no more than 0.01 difference) and do not alter ORA’s substantive recommendations.
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The Commission should reject the IOUs’ and MCE’s ABALs because their proposed EE
portfolios either are not cost-effective as filed or are unlikely to be cost-effective when
implemented. All PAs fail to meet the 1.25 threshold and three fail to even meet the 1.0
threshold. Further, even if the Commission were to determine that the 1.0 cost-effectiveness
threshold continues to be operative, past program results show that nominally cost-effective
portfolios (SCE and SoCalGas) are unlikely to achieve cost-effectiveness in practice when
implemented.

The likelihood of failure to meet cost-effectiveness upon implementation can be seen in the
reported (unevaluated) cost-effectiveness result in the “2016 Claimed” column. When
implemented, all IOUs but SCE failed to meet a minimum 1.0 TRC threshold and SCE only met
the lower 1.0 threshold by the slimmest of margins (1.00). The discrepancies between forecast
TRC and reported TRC are striking. For 2015 and 2016, SCE forecast a portfolio TRC of 1.26
but after implementation reported a portfolio TRC only 1.00 for 2016."'SoCalGas forecast a
portfolio TRC of 1.27 in the same period but reported a portfolio TRC of only 0.74 for 2016.

Given the track record of significantly lower cost-effectiveness achievements when compared to
prospective cost-effectiveness showings, even the marginally cost-effective prospective 2018
portfolio showings from SCE and SoCalGas are likely to be significantly below even the lower
1.0 threshold when implemented. This gap between prospective cost-effectiveness showing and
actual reported cost-effectiveness results is precisely the reason the Commission required a

“margin of safety” and adopted a minimum cost-effectiveness threshold significantly above 1.0
in D.09-09-047 and D.12-11-015.

EE portfolios that are not cost-effective are an unjust and unreasonable burden to ratepayers.
The Commission should reject the four IOUs” and MCE’s 2018 ABALSs accordingly.

B. The Commission has provided a remedy to ensure funding stability in the event that
the Commission does not approve the annual ABAL:s.

As noted above, D.14-10-046 extended annual funding authorization at 2015 levels through 2025
or until the Commission provided superseding direction.'” Furthermore, the Commission
provided in D.15-10-028 that a prior year’s budget remains in place until the disposition of a
pending ABAL. ' Failure to meet cost-effectiveness thresholds does not automatically defund EE
programs, but instead triggers the filing of a new business plan via application.'*

Since the Commission has not yet approved the PAs’ EE Business Plans in Application (A.) 17-
01-013 and authorized funding has not changed since program year 2015, the PA’s funding can
continue at its current levels whether or not the Commission approves their 2018 ABALs. The
failure to meet cost-effectiveness thresholds requires that the PAs submit business plans — as they
have already done. Therefore, no additional remedy is required by the Commission at this time.

'""'SCE Advice 3149-E-B, Appendix A, Table 7.1.
'2D.14-10-046 at 31.

D.15-10-028 OP 5 at 124.
14D.15-10-028 at 53.
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III. CONCLUSION

ORA respectfully requests the Commission adopt the recommendations contained herein.

Respectfully submitted,

/s/ MICHAEL CAMPBELL

Michael Campbell
Program Manager

Office of Ratepayer Advocates
California Public Utilities Commission
505 Van Ness Ave.
San Francisco, CA 94102
Phone: (415) 703-1826

September 21, 2017 Email: Michael.Campbell@cpuc.ca.gov

Cc:  Peter Franzese, Energy Division
Service List R.13-11-005
Service List A.17-01-013
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N -
#% greenfan Verified® Inc.
P Higher Efciency - Less Wasted Energy P.O. Box 2159

6v235 Bearclaw Lane Olympic Valley, CA 96146
Bozeman, MT 59715

Sudip Kundu

Kundu PLLC

1300 I Street NW, Suite 400E

Washington, DC 20005

www.kundupllc.com, Office: 202-749-8372, Cell: 202-834-2881
Email: sudip.kundu@kundupllc.com

Attorneys for the GreenFan® Inc. and Verified” Inc.

September 22, 2017

California Public Utilities Commission — Energy Division
Attention: Tariff Unit

505 Van Ness Avenue

San Francisco, CA 94102

Subject: GreenFan® Inc. and Verified® Inc. Protest to Pacific Gas and Electric Company
Advice 3881-G/5137-E, Southern California Edison Company Advice 3654-E,
Southern California Gas Company Advice 5183-G, San Diego Gas and Electric
Company Advice 3111-E/2607-G, and Marin Clean Energy Advice 25-E
(September 1, 2017 — Energy Efficiency Annual Budget Advice Letters)

Dear Energy Division Tariff Unit,

GreenFan® and Verified® hereby submit this protest to the energy efficiency (EE) Program
Administrators’ (PAs) annual budget advice letters (ABALs): Pacific Gas and Electric Company
(PG&E) Advice 3881-G/5137-E, Southern California Edison Company (SCE) Advice 3654-E,
Southern California Gas Company (SoCalGas) Advice 5183-G, San Diego Gas and Electric
Company (SDG&E) Advice 3111-E/2607-G, and Marin Clean Energy (MCE) Advice 25-E
(September 1, 2017). The advice letters request approval of the PAs’ 2018 EE budgets pursuant to
Decision (D.) 15-10-028, Ordering Paragraph (OP) 4.

GreenFan® and Verified® support the ORA and TURN protests and similarly recommend the
Commission reject all four Investor-Owned Utilities’ (IOUs) and MCE’s 2018 budget advice
letters due to their failure to meet the Commission’s required ex ante cost-effectiveness thresholds
for EE programs in their 2018 Annual Budget Advice Letter (ABAL) filings and/or the likelihood
that their portfolios will fail to be cost-effective when implemented. The ABALSs provide no
evidence to indicate any improvement over 2016 cost effectiveness. ORA highlights that rejection
of the ABALSs will not adversely affect EE programs since D.15-10-028 already provides a remedy
to ensure funding stability in the event that the Commission does not approve the ABALSs.
Therefore, no additional remedy is required at this time.
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I BACKGROUND

As noted by ORA, Commission policy requires that EE portfolios must be cost-effective in order to
approve funding. In D.05-04-051, the Commission affirmed that a prospective showing of cost-
effectiveness for the entire portfolio “is a threshold condition for eligibility for ratepayer funds.”'

In order to establish the cost-effectiveness of EE portfolios, the Commission relies upon a dual
test and requires that PAs establish that their portfolios meet a specified threshold of benefits to
costs using the Total Resource Cost (TRC) test and the Program Administrator Cost (PAC) test.”

The threshold is typically a benefits-to-costs ratio substantially greater than a 1.0 because, as the
Commission explained in D.09-09-047, “[i]n order to meet the requirement of Public Utilities Code
Section 454.5(b)(9)(c) to approve cost-effective energy efficiency programs, and to set just and
reasonable rates, it is prudent policy to adopt a margin of safety for the calculation of cost-
effectiveness.™

In D.12-11-015, the Commission required that TRC values for prospective portfolios exceed a 1.25
benefit-to-cost ratio, and specified that the calculation should exclude savings and costs associated
with spillover effects and codes and standards (C&S) programs.*

In D.14-10-046, the Commission modified the cost-effectiveness threshold to 1.0 for the PAC and
TRC for 2015 EE portfolios in order to accommodate the transition to rolling portfolios. However,
the Commission also noted that it would require a TRC of 1.25 or above for subsequent years for all
IOU PAs as well as MCE.” D.14-10-046 also extended annual funding authorization at 2015 levels
through 2025 or until the Commission provided superseding direction.’

In D.15-10-028, the Commission ordered each EE PA to file an annual Tier 2 advice letter
containing, among other things, its proposed budget and portfolio cost-effectiveness statement.’

The Commission also provided that if a PA’s ABAL did not receive a disposition from the
Commission by the end of the calendar year in which it was filed, the prior year’s budget would
remain in place until disposition of the pending advice letter.®

D.05-04-051 at 22.

D.09-09-047 at 63-69.

D.09-09-047 Conclusion of Law (COL) 1 at 353.
D.12-11-015 at 100-101.

D.14-10-046 at 109-110. The Commission also recognized in footnote 96 that there is a tension between its
expectation of returning to a 1.25 TRC/PAC threshold and the potential for substantial changes to budgets, but did not
resolve the tension in that decision.

% D.14-10-046 at 31.
" D.15-10-028 OP 4 at 123-124.
$ D.15-10-028 OP 5 at 124

[ N S
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II. DISCUSSION

A. The Commission should reject the IOUs’ and MCE’s ABALSs because the PAs’
proposed EE portfolios are either not cost-effective as filed or are unlikely to be cost-effective
when implemented.

As noted in the ORA comments, the Commission’s expectation in D.14-10-046 was to return to the
1.25 benefit- to-cost ratio threshold for the TRC and PAC that it established in D.12-11-015. There
is, however, some ambiguity regarding whether the lower 1.0 threshold established for 2015
continues to apply since the budget authorization under which the PAs continue to operate has been
unchanged since program year 2015. ORA provided cost effectiveness results for the IOU
portfolios submitted by all the PAs as shown in Table 1.’

Table 1: Total Resource Cost Results by Program Administrator'’

10U PA Scenario 2016 Claimed 2017 Forecast 2018 Forecast

PGE PGE Resource(;algdcllosn)Resource 031 1.04 086

PGE BAY Resource( EgdCI:I&oSI;Resource 0.39 035 0.20

PGE MCE Res"urce(igdciosn)Res"“me 0.27 0.91 0.57

SCE SCE Resource( ﬁgdclicosn)Resource 1.00 1.02 101

SCE SCR Reso“rce(igdCI;LOS‘;ReS°“rce 0.05 0.33 0.40

SCG SCG Res"urce(igdciosn)l{es"“me 0.74 122 1.05

SCG SCR Resource( Er;dCI;LOSIl)Resource 0.05 033 0.40

SDGE SDGE Reso“rce(igdCI;LOS‘;ReSO“rce 0.96 1.16 0.80
SW Total SW Total Res"urce(igdciosn)ReS°“me 0.97 1.02 0.88

As noted in previous comments filed by GreenFan® and Verified®, the IOUs are averse to
submitting workpapers for cost effective technologies for CPUC Ex Ante Review. This fact is
reinforced in the Table 1 showing “business as usual” forecasts of non-cost effective programs
through 2018. This aversion is based on a lack of scientific understanding of the fundamental
principles of energy efficiency least cost planning where the most cost effective measures are
installed first. Instead some IOU programs take the opposite approach where non cost-effective
measures are installed first and cost effective measures are not installed at all. For example, in the
statewide residential QM programs the motor replacement measure realization rates were 0 to
71% and the expected cost effectiveness would be 0 to 0.37."" This example supports the ORA

? The table includes two PAs, the Bay Area Regional Energy Network and Southern California Regional Energy
Network, that are not currently subject to the Commission’s minimum cost-effectiveness thresholds.

19 Data for Table 1 come from the Commission’s California Energy Data and Reporting System (CEDARS), accessed
on September 20, 2017. The data do not exclude emerging technologies budgets and, therefore, result in minor
discrepancies when compared with the cost-effectiveness showings in PAs” ABAL filings. However, the discrepancies
are minor (no more than 0.01 difference) and do not alter ORA’s substantive recommendations.

H Impact Evaluation of 2015 Commercial Quality Maintenance Programs (HVAC3), Table 19, pp. 40. Motor
replacement kWh realization rate was 0% for SDG&E and 71% for PG&E. The ex ante TRC for motor replacement
ranged from 0.2 to 1.6 with a climate-zone weighted average TRC of 0.53. Therefore, the range of expected cost
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protest regarding why the IOU EE portfolios are unlikely to be cost effective. The ABALs
provide insufficient information for the CPUC (or any party to this proceeding) to understand why
the proposed programs are non-cost effective, and this one of the most important reasons why the
CPUC should reject the ABALSs.

As ORA describes in its protest, if the appropriate cost-effectiveness threshold is a minimum 1.25
benefit/cost ratio excluding codes and standards and market effects, then all the PAs have failed to
submit cost-effective portfolios, as shown in Table 1. If the appropriate cost-effectiveness
threshold is 1.0, then PG&E, SDG&E, and MCE fail to meet the minimum cost-effectiveness
threshold while SoCalGas and SCE just barely meet the minimum (at 1.05 and 1.01, respectively).
Taken together, the entire EE statewide portfolio fails to meet minimum cost-effectiveness
regardless of the operative threshold.

Therefore, the Commission should reject the IOUs’ and MCE’s ABALSs because their proposed EE
portfolios either are not cost-effective as filed or are unlikely to be cost-effective when
implemented. All PAs fail to meet the 1.25 threshold and three fail to even meet the 1.0 threshold.
Further, even if the Commission were to determine that the 1.0 cost-effectiveness threshold
continues to be operative, then past program results show that nominally cost-effective portfolios
(SCE and SoCalGas) are unlikely to achieve cost-effectiveness in practice when implemented.
Virtually all the past EM&V studies have found no evidence to support 100% of the IOU ex ante
energy savings claims. In fact, most of EM&V studies have reported ex post savings far less than ex
ante estimates and some have reported zero energy savings.'

As ORA notes in their protest, the likelihood of failure to meet cost-effectiveness upon
implementation can be seen in the reported (unevaluated) cost-effectiveness result in the “2016
Claimed” column. When implemented, all IOUs but SCE failed to meet a minimum 1.0 TRC
threshold and SCE only met the lower 1.0 threshold by the slimmest of margins (1.00). The
discrepancies between forecast TRC and reported TRC are striking. For 2015 and 2016, SCE
forecast a portfolio TRC of 1.26 but after implementation reported a portfolio TRC only 1.00 for
2016." SoCalGas forecast a portfolio TRC of 1.27 in the same period but reported a portfolio TRC
of only 0.74 for 2016.

Given the track record of significantly lower cost-effectiveness achievements when compared to
prospective ex ante cost-effectiveness showings, even the marginally cost-effective prospective
2018 portfolio showings from SCE and SoCalGas are likely to be significantly below even the
lower 1.0 threshold when implemented. This gap between prospective cost-effectiveness showing
and actual reported cost-effectiveness results is precisely the reason the Commission required a
“margin of safety” and adopted a minimum cost-effectiveness threshold significantly above 1.0 in
D.09-09-047 and D.12-11-015.

effectiveness based the EM&V report would be 0 to 0.37.

12 Impact Evaluation of 2015 Commercial Quality Maintenance Programs (HVACS3), pp. 6-9. “The savings derived
from the residential QM programs has been uncertain. The 2013 Workpaper Disposition for these programs revised the
QM measure group ex ante savings down substantially due to concerns about the use of incorrect maintenance
techniques that could lead to either an improvement in efficiency or an increase in energy usage. The findings from the
billing analysis implemented on 2013 and 2014 program participants in PG&E’s and SDG&E’s service territories
reinforce the CPUC’s concerns. SDG&E’s residential QM program had no net energy savings and PG&E’s had a net
realization rate of 26% in 2015.”

'3 SCE Advice 3149-E-B, Appendix A, Table 7.1.
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EE portfolios that are not cost-effective are an unjust and unreasonable burden to ratepayers.
Therefore, the Commission should reject the four [OUs’ and MCE’s 2018 ABALs accordingly.

B. The Commission has provided a remedy to ensure funding stability in the event that
the Commission does not approve the annual ABALs.

As noted above, D.14-10-046 extended annual funding authorization at 2015 levels through 2025 or
until the Commission provided superseding direction.'* Furthermore, the Commission provided in
D.15-10-028 that a prior year’s budget remains in place until the disposition of a pending ABAL."
Failure to meet cost-effectiveness thresholds does not automatically defund EE programs, but
instead triggers the filing of a new business plan via application.'®

Since the Commission has not yet approved the PAs’ EE Business Plans in Application (A.) 17-01-
013 and authorized funding has not changed since program year 2015, the PA’s funding can
continue at its current levels whether or not the Commission approves their 2018 ABALs. The
failure to meet cost-effectiveness thresholds requires that the PAs submit business plans — as they
have already done. Therefore, no additional remedy is required by the Commission at this time.

III. CONCLUSION

GreenFan® and Verified® supports the ORA and TURN protests and respectfully requests the
Commission adopt the recommendations contained herein.

Respectfully submitted,

Dated: September 22, 2017

oty KL

Sudip Kundu

Kundu PLLC

1300 I Street NW, Suite 400E

Washington, DC 20005

www.kundupllc.com, Office: 202-749-8372, Cell: 202-834-2881
Email: sudip.kundu@kunduplic.com

Attorneys for the GreenFan® Inc. and Verified® Inc.

Cc: Service List R.13-11-005
Service List A.17-01-013

% D.14-10-046 at 31.
15 D.15-10-028 OP 5 at 124.
16 B 15-10-028 at 53.
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Strindberg, Nils

From: Strindberg, Nils
Sent: Friday, September 22, 2017 4:23 PM
To: sudip.kundu@kunduplic.com; Karyn Gansecki; AdviceTariffManager;

PGETariffs@pge.com; Ortiz, Ray; MClauson@semprautilities.com; PGETariffs@pge.com;
tariffs@socalgas.com; k2c0@pge.com; nmalcolm@mcecleanenergy.org;
bmenten@mceCleanEnergy.org

Subject: Energy Division accepts the late protest filed by GreenFan and Verified for 2018 EE
budget ALs

Hi All,

The deadline to file protests or comments on the Program Administrators 2018 energy efficiency annual budget advice
letters was September 21, 2017. On September 22, 2017, GreenFan and Verified filed a joint protest to the PG&E, SCE,
SDG&E, SoCalGas and MCE 2018 annual energy efficiency budget advice letters. Per GO 96-B, Section 7.4.4 the Industry
Division may consider a late protest or response and Energy Division will accept the joint protests of GreenFan and
Verified. Also, per GO 96-B, Section 7.4.4 the utility has five business days from issuance of this notification to reply to
the protest.

If you have any question feel free to contact myself or Peter Franzese at (peter.franzese@cpuc.ca.gov).

Thanks,
Nils

Nils B. Strindberg

CPUC, Energy Division

Energy Efficiency Branch

Metered Energy Efficiency and Emerging Programs
0:415-703-1812

C: 415-849-8140

Nils.strindberg@cpuc.ca.gov
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Strindberg, Nils

From: Cox, Rory
Sent: Friday, September 22, 2017 11:35 AM
To: nmalcolm@mceCleanEnergy.org; bmenten@mcecleanenergy.org
Cc: ED Tariff Unit; Franzese, Peter; Kane, Hal; Buch, Daniel
Subject: Notice of Suspension of MCE Advice Letter 25-E
Utility Name: Marin Clean Energy Date Utility Notified: September 22, 2017
Utility Number/Type: 6/ELC E-Mailed to: nmalcolm@meceCleanEnergy.org
Advice Letter Number(s) #25-E and bmenten@mceCleanEnergy.org
Date AL(s) Filed) September 1, 2017 ED Staff Contact: Rory Cox
Utility Contact Person: Nathaniel Malcolm ED Staff Email: rory.cox@cpuc.ca.gov
Utility Phone No.: (415) 464-6048 ED Staff Phone No.: (415) 703-1093

[ X] INITIAL SUSPENSION (up to 120 DAYS from the expiration of the initial review period)

This is to notify that the above-indicated AL is suspended for up to 120 days beginning

September 22, 2017, for the following reason(s) below. If the AL requires a Commission resolution and the
Commission’s deliberation on the resolution prepared by Energy Division extends beyond the expiration of the
initial suspension period, the advice letter will be automatically suspended for up to 180 days beyond the initial
suspension period.

[ ] A Commission Resolution is Required to Dispose of the Advice Letter
[ ] Advice Letter Requests a Commission Order

[x ] Advice Letter Requires Staff Review

The expected duration of initial suspension period is 120 days

[ ] FURTHER SUSPENSION (up to 180 DAYS beyond initial suspension period)

The AL requires a Commission resolution and the Commission’s deliberation on the resolution prepared by
Energy Division has extended beyond the expiration of the initial suspension period. The advice letter is
suspended for up to 180 days beyond the initial suspension period.

If you have any questions regarding this matter, please contact Peter Franzese (peter.franzese@cpuc.ca.gov).

1
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cc:
EDTariffUnit

Rory Cox | Energy Efficiency, Energy Division

California Public Utilities Commission

505 Van Ness Avenue, San Francisco, CA 94102

Telephone: 415.703.1093 | http://www.cpuc.ca.gov/energyefficiency
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September 28, 2017

CA Public Utilities Commission
Energy Division

Attention: Tariff Unit
505 Van Ness Avenue, 4" Floor
San Francisco, CA 94102-3298

Reply to Protest of MCE Advice Letter 25-E

Re: The Protests of the Office of Ratepayer Advocates, GreenFan, Inc., and Verified, Inc.
to MCE 2018 Annual Energy Efficiency Program and Portfolio Budget Request

Dear Energy Division Tariff Unit:

Pursuant to General Order (“G.0.”) 96-B, Rule 7.4.3, Marin Clean Energy (“MCE”) hereby
replies to The Office of Ratepayer Advocates’ Protest to Pacific Gas and Electric Company
Advice 3881-G/5137-E, Southern California Edison Company Advice 3654-E, Southern
California Gas Company Advice 5183-G, San Diego Gas and Electric Company Advice 3111-
E/2607-G, and Marin Clean Energy Advice 25-E (September 1, 2017 — Energy Efficiency Annual
Budget Advice Letters) (“ORA Protest”) filed on September 21, 2017.

Pursuant to G.O. 96-B, Rule 7.4.4, MCE also hereby replies to the GreenFan, Inc. and Verified,
Inc. Protest to Pacific Gas and Electric Company Advice 3881-G/5137-E, Southern California
Edison Company Advice 3654-E, Southern California Gas Company Advice 5183-G, San Diego
Gas and Electric Company Advice 3111-E/2607-G, and Marin Clean Energy Advice 25-E
(September 1, 2017 — Energy Efficiency Annual Budget Advice Letters) (“Joint Protest”) filed on
September 22, 2017.

I. Background

Pursuant to Decision (“D.”) 15-10-028, Ordering Paragraph (“OP”) 4 and Administrative Law
Judge’s Ruling Modifying Schedule, filed June 9, 2017,! MCE filed its 2018 Annual Energy
Efficiency Program and Portfolio Budget Request on September 1, 2017.

Energy Division (“ED”) issued guidance on July 24, 2017 that addressed the 2018 budget filing.
This guidance acknowledged a number of uncertainties regarding the rolling portfolio framework
and cost effectiveness calculations for the filing and noted that “the requirement for a cost
effective showing may not be achievable using these parameters and given the current
uncertainties.”?

Y Administrative Law Judge’s Ruling Modifying Schedule, Ruling Paragraph 1 at 9, Application
17-01-013, et al., filed June 9, 2017.

2 2018 Energy Efficiency Portfolio Filing and Reporting Budget (“2018 ED Guidance”), July 24,
2017.

Reply to Protests of MCE Advice Letter 25-E Page 1
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ED directed Program Administrators (“PAs”) to use the 2017 Avoided Costs established
pursuant to the Commission’s updated cost effectiveness framework,?> which dramatically
reduced the cost effectiveness of programs. Moreover, given the number of factors expected in
the next 6-9 months that will impact cost effectiveness, such as the Greenhouse Gas Adder and
the approval of PAs’ Business Plans, the Program Coordination Group (“PCG”)* discussed
deferring major changes to PAs’ portfolios to achieve cost effectiveness until those factors had
been resolved by the Commission. To ultimately account for these unresolved factors, ED
directed PAs to file a true-up budget advice letter in 2018.°

II. MCE’s Reply

MCE appreciates the cost effectiveness issues raised by the ORA Protest and the Joint Protest.
MCE is consistently working to improve its energy efficiency portfolio to ensure effective and
responsible use of ratepayer funds to achieve increased energy savings.

MCE will file a supplemental, true-up advice letter in 2018. That advice letter will comply with
Commission decisions and guidance and accommodate the anticipated changes to the rolling
portfolio framework and cost effectiveness tools that will occur later this year and into 2018.°
MCE expects that its 2018 filing will address the cost effectiveness concerns raised in the
aforementioned protests.

Thank you for your attention to this matter. Please do not hesitate to contact the undersigned
with any questions or concerns.

Respectfully submitted,

/s/ Nathaniel Malcolm

Nathaniel Malcolm
Policy Counsel

cc: Service Lists: R.13-11-005; A.17-01-013, et al.

3D.16-06-007, OP 2 at 26; Resolution E-4801, September 29, 2016.

* The PCG is a group that facilitates coordination between ED and PAs on reporting related
topics.

32018 ED Guidance.
6 See id.
Reply to Protests of MCE Advice Letter 25-E Page 2



STATE G al iFERIA EDMUND G. BROWN JR., Governor
PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3288

October 30, 2017 Advice Letter
MCE 25-E

Nathaniel Malcolm

Policy Council

Marin Clean Energy

1125 Tamalpais Ave.

San Rafael, California 94901

Mr, Malcolm:

On September 1, 2017, Marin Clean Energy (MCE) filed Advice Letter 25-E “MCE 2018 Annual Energy
Efficiency Program and Portfolio Budget Request,” in compliance with Decision 15-10-028, Ordering
Paragraph 4, in which it sought Commission approval of MCE's 2018 energy efficiency budget request.

MCE's cost-effectiveness results as presented in the Advice Letter were limited to a TRC value of .57,
which is under the Commission’s 1.25 threshold for portfolio cost-effectiveness.® Per Decision 14-01-
033, MCE has not been required to meet the CPUC's cost effectiveness thresholds for the first three
years of operation, a period which will end in 2018,

Of particular note when considering portfolio cost-effectiveness is that MCE’s Advice Letter filing does
not include the GHG adder adopted in D.17-08-022 for use in the avoided costs calculator when
analyzing the cost-effectiveness of distributed energy resources. In addition, subsequent to filing Advice
Letter 3881-G/5137-E, the Commission adopted D.17-09-025 that established 2018 energy savings goals.
Consequently, the advice letter presents an incomplete picture of portfolio cost-effectiveness for 2018.

In order to gain a better understanding of portfolio cost-effectiveness for 2018, Energy Division asks
MCE to file a supplemental to Advice Letter 25-E, which will include:

e New cost effectiveness showings using CET version 18.1, released September 25, 2017 and
includes interim GHG adder
o 2018 goals as established in D.17-09-025

! See D.14-10-046 Section 3.9.1 Surmmary of Budgets (pp. 104-109): “The TRC and PAC astimates are to exceed a 1.0 cost-
effectiveness threshold for 2015; rather than the 1.25 we usually require, and will require for subsequent years.”

1
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In order to reach portfolio saving goals and cost-effectiveness requirements, trade-offs will be required
between expanding programs with high cost-effectiveness and reducing programs with low cost-
effectiveness. MCE’s supplemental filing should include a requested portfolio and budget, plus any
alternative scenarios MCE may wish to propose. Alternative scenarios could offer viable options such as
portfolios that may exceed current budget limits. All portfolios and budgets shall be supported by
outputs from the Cost Effectiveness Tool version 18.1, in order to demonstrate possible approaches to
improving and realizing portfolio cost-effectiveness. In instances where MCE proposes to increase a
program budget, it will provide related evidence of whether and how the budget increase will lead to
increased savings from that program. D.14-10-046 sets a maximum annual budget and to exceed that
budget requires commission approval. A tier 3 advice letter, properly noticed, is an appropriate vehicle
to request an increase in the budget limit.

Please file the supplemental advice letter by no later than November 22, 2017.

if you have any questions, please contact Rory Cox at rory.cox@cpuc.ca.gov .

Thank you.

Rbed L SHtFuas-

Robert L. Strauss
Energy Efficiency Branch Manager
Energy Division

cc:
Hazlyn Fortune, CPUC

Hayley Goodson, TURN

Dan Buch, CPUC Office of Ratepayer Advocates

Sudip Kundu, Kundu PLLC {for Green Fan and Verified Inc.)
ED Tariff
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November 30, 2017

CA Public Utilities Commission
Energy Division

Attention: Energy Efficiency Branch M ‘ E
505 Van Ness Avenue, 4" Floor
San Francisco, CA 94102-3298

Advice Letter 25-E-A

Re: Supplement to Marin Clean Energy’s 2018 Annual Energy Efficiency Program and
Portfolio Budget Request

Marin Clean Energy (“MCE”) filed MCE Advice Letter (“AL”) 25-E on September 1, 2017
pursuant to Decision (“D.”) 15-10-028, which requested MCE’s 2018 annual energy efficiency
program budget. On September 22, 2017, California Public Utilities Commission (“Commission”)
staff notified MCE that it had suspended AL 25-E. On October 30, 2017, Commission staff
directed MCE to supplement MCE AL 25-E.! MCE now submits this supplemental filing and
hereby presents an updated cost effectiveness showing and budget for MCE’s 2018 energy
efficiency portfolio.

Effective Date: December 30, 2017

Tier Designation: Tier 2

This advice letter is submitted with a Tier 2 designation pursuant to General Order 96-B, Energy
Industry Rule 5.2 and Decision D.15-10-028, which requires energy efficiency Program
Administrators (“PA”) to file an annual budget advice letter as a Tier 2 filing.

Purpose

Commission staff suspended AL 25-E and directed MCE to file a supplemental advice letter to
update its 2018 portfolio cost effectiveness report using the interim Greenhouse Gas (“GHG”)
adder adopted in D.17-08-022 and Version 18.1 of the Cost Effectiveness Tool (“CET”).
Commission staff also invited MCE to propose alternative energy efficiency portfolio scenarios
for its 2018 energy efficiency portfolio. This advice letter filing supplements MCE AL 25-E, filed
September 1, 2017, to comply with the Commission staff directive.

! Correspondence from Robert L. Strauss, Energy Efficiency Branch Manager, to MCE, October
30, 2017 (“October 2017 Commission Staff Directive”).

MCE Advice Letter 25-E-A
1
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Background

A. MCE’s Energy Efficiency Portfolio History
i. MCE'’s Current Energy Efficiency Portfolio

In 2013, MCE administered the first energy efficiency programs under the authority granted in
Cal. Pub. Util. Code § 381.1(a)-(d). These energy efficiency programs were initially restricted by
the Commission to serve gaps in investor-owned utility (“IOU”) programs and hard-to-reach
markets.? At that time, the Commission recognized that these restrictions might cause MCE’s
proposals to fail the Total Resource Cost (“TRC”) test.® Therefore, the Commission did not impose
a minimum cost effectiveness requirement on MCE’s energy efficiency programs.*

In 2014, however, the Commission lifted MCE’s programmatic restrictions® and imposed the same
cost effectiveness standards on Community Choice Aggregators (“CCA”) as IOUs.® As part of its
analysis, the Commission acknowledged cost effectiveness hurdles new CCAs may encounter in
launching new energy efficiency programs.” To account for these hurdles, the Commission
adopted an on-ramp period of 3 years, during which time new CCA PAs would not be required to
achieve a 1.25 TRC ratio for their energy efficiency portfolios.® The Commission also encouraged
CCAs to “continue to target hard to reach markets and offer innovative programs, but also employ
a mix of programs which will result in a cost-effective energy efficiency portfolio.”’

Despite lifting the restrictions and imposing a 1.25 cost effectiveness requirement on CCAs, the
Commission chose to extend the 2014 energy efficiency programs to 2015 and beyond while the
Commission transitioned to the rolling portfolio framework. !° Consequently, MCE was not invited
to update its portfolio to accommodate the newly imposed cost effectiveness requirements. This
was despite the Commission’s expectation that CCAs would administer a cost effective mix of
programs and continue to serve hard-to-reach markets.!!

Although the Commission’s decision to lift the restrictions will ultimately improve MCE’s ability
to meet the minimum 1.25 TRC ratio once its rolling portfolio business plan is approved, MCE’s

2D.12-11-015 at pp. 45-46.

31d. at p. 46.

*1d.

5 D.14-01-033 at p. 14; see also D.14-10-046 at p. 120 (Commission clarifying the restrictions do
not apply to gas programs).

6 See D.14-01-033 at pp. 14-15; Ordering Paragraph (“OP”) 3 at p. 50 (applying IOU cost
effectiveness standards to CCAs).

"1d. atp. 14.

8 1d. at pp. 14-15, 32-34, OP 3 at p. 50.

% Id. at p. 15 (emphasis added).

10D.14-10-046 at pp. 30-32.

1 See D.14-01-033 at p. 15.

MCE Advice Letter 25-E-A
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current portfolio continues to focus on hard-to-reach markets and gaps in IOU programs. MCE
appreciates the opportunity to serve these hard-to-reach, underserved customers; however, the
Commission has acknowledged the inherent cost effectiveness challenges such portfolios face.

ii. MCE’s 2015 Business Plan

MCE attempted to bring its portfolio into compliance with the new cost effectiveness standards in
October 2015 when it filed an application and business plan to expand and balance its energy
efficiency portfolio.'? Although the Commission held a Prehearing Conference on MCE’s
application in early 2016, it took no further action on the application and eventually directed MCE
to withdraw and re-file its application, '* which it did in January 2017. Meanwhile, MCE continued
with its current suite of energy efficiency programs.

iii. MCE'’s Pending 2017 Business Plan

In January 2017, MCE filed a second business plan, again, requesting authority to implement a
broader, balanced, and cost effective portfolio to conform to the rolling portfolio framework and
Commission guidance issued subsequent to MCE’s initial business plan filing.!* At that time,
pursuant to Commission directive, MCE moved to withdraw its 2015 business plan application,
which the Commission granted. '

MCE anticipates approval of the business plan in 2018,'® at which point MCE will be able to
administer a balanced and cost effective portfolio of energy efficiency programs. In the interim,
MCE continues to make efforts to improve the cost effectiveness of its current portfolio. This goal,
however, has been elusive because of the aforementioned restrictions. Consequently, MCE is eager
to focus its attention on administering its business plan in 2018 and launching expanded energy
efficiency programs.

B. MCE’s 2018 Annual Budget Advice Letter (MCE AL 25-E)
The Commission is transitioning to a rolling portfolio framework for energy efficiency programs.

To facilitate the transition to the rolling portfolio framework, the Commission has continued its
ten-year funding authorization that began in 2014.'7

12 See Application (“A.”) 15-10-014.

13 See D.16-08-019, OP 2 at p. 109.

14 See A.17-01-017.

15 See D.16-08-019, OP 2 at p. 109.

16 See Administrative Law Judges’ Ruling Modifying Schedule (“ALJ Ruling”) A. 17-01-013 et
al., filed June 9, 2017 at pp. 8-9.

17D.14-10-046, OP 21 at p. 167.

MCE Advice Letter 25-E-A
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Commission staff acknowledged a number of uncertainties and changes regarding the rolling
portfolio framework and cost effectiveness calculations for the 2018 annual budget filings.'® A
June 2017 Administrative Law Judge Ruling clarified that PAs are required to file a true-up budget
advice letter in 2018.!” The ruling further indicated that the Commission would provide guidance
in its final decision approving business plans.?* Commission staff provided additional guidance on
the 2018 annual budget filings in July 2017 to explain how the 2018 annual budget advice letter
would fit within the context of the anticipated business plan approvals. To be consistent with D.15-
10-028, Commission staff directed PAs to file a Tier 2 advice letter using the portfolio budgets
approved in D.15-10-028 and cost effectiveness inputs.>!

In compliance with Commission directive and Commission staff guidance, MCE timely filed its
annual budget advice letter on September 1, 2017, which reported a TRC of .57.2

On September 22, 2017, GreenFan Inc. and Verified Inc. protested MCE’s 2018 annual budget
advice letter. MCE filed a timely reply to this protest on September 28, 2017.

Also on September 22, 2017, Commission staff issued a Notice of Suspension of MCE’s 2018
annual budget advice letter.

On October 30, 2017 Commission staff directed MCE to file a supplemental annual budget advice
letter by November 22, 2017.?> Commission staff instructed MCE to: (1) provide a updated cost
effectiveness showing using CET Version 18.1 and the interim GHG adder; (2) address the 2018
goals established in D.17-09-025; (3) propose a requested portfolio budget; and (4) propose any
alternate scenarios that may assist MCE in achieving a cost effective 2018 energy efficiency
portfolio.?* This directive also permitted MCE to propose a budget increase, provided MCE
supported the request with evidence that the budget increase would lead to increased savings and
improved portfolio cost effectiveness.?

On October 31,2017, Commission staff extended the deadline for MCE’s supplemental filing from
November 22, 2017 to November 30, 2017.

18 2018 Energy Efficiency Portfolio Filing and Reporting Budget (July 24, 2017) (“July 2017
Staff Guidance™). “Energy Division recognizes that many changes are afoot this year that affect
portfolio savings goals and cost effectiveness—and indeed the entire portfolio mix of sectors and
programs—and that the requirement for a cost effective portfolio showing may not be achievable
in 2018 using these parameters and given the current uncertainties.”

1 ALJ Ruling at pp. 6-8

201d. at p. 6.

2! July 2017 Commission Staff Guidance.

22 MCE AL 25-E.

23 October 2017 Commission Staff Directive at p. 2.

24 1d. at pp. 1-2.

B Id. atp. 2.

MCE Advice Letter 25-E-A
4



A.17-01-013 VUK/ek4

Discussion

MCE renews its request for a 2018 programmatic budget in the amount of $1,586,347, which is
supported by the updated appendix MCE recently filed on the California Energy Data and
Reporting System’s Filing Module (“CEDARS FM”). The filing confirmation is included as
Attachment 1 to this advice letter. The appendix and final report reflect the interim GHG adder
and the CET Version 18.1.

MCE also renews its request for an additional $18,177 for Evaluation Measurement and
Verification (“EM&V”) funds.?

A. 2018 Energy Efficiency Portfolio

This supplemental filing presents MCE’s current energy efficiency portfolio with an updated cost
effectiveness report to reflect the interim GHG adder and the CET Version 18.1. Due to the
restrictions outlined in the Background section, above, it is not possible with MCE’s current
portfolio to achieve a 1.25 TRC because it is comprised of program types that have shown to be
less cost effective. Working within the restrictions described above, however, MCE has used the
time provided by Commission staff to update elements of its portfolio proposed under the business
plan application process to increase portfolio cost effectiveness in anticipation of MCE’s business
plan approval. MCE’s modified proposed portfolio is presented in Section E, below, as an alternate
scenario.

B. 2018 Energy Efficiency Budget
As stated previously, MCE requests a 2018 energy efficiency programmatic budget of $1,586,347.
Table 1 shows MCE’s funding allocations by program and its overall 2018 Energy Efficiency
Program Budget as presented in its September 1 filing (MCE AL 25-E).

Table 1: Authorized MCE 2018 Energy Efficiency Program Budget

MCE Programs Budget Requested in Advice Letter 25-E
Single Family $196,089
Multifamily $676,437
Small Commercial $686,790
Financing $27,031
Program Subtotal $1,586,347%7
EM&V $18,177°%
Total $1,604,524

26 D.15-10-028 at p. 87.

27 The Commission authorized this budget in D.16-05-004, OP 2 at p. 13.

28 This amount includes only the PA distribution based on 27.5% of the total EM&V budget as
indicated in the discussion in the EM&V Funds section below. MCE included 100% of the
EM&V budget in the appendix uploaded to the CEDARS FM.

MCE Advice Letter 25-E-A
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As indicated above, MCE requests $18,177 in EM&V funds based on MCE’s approved budget for
2018. Table 2, below, presents MCE’s EM&V budget as a percentage of the total EM&V PA funds
distribution.

Table 2: Prospective EM&V Funds

2018 Programs Budget 4% EM&V Total Prospective
Funding Level EM&YV Funds
(27.5% EM&V
PA Distribution)
$1,586,347 $66,098 $18,177

C. Portfolio Cost Effectiveness

MCE’s updated portfolio cost effectiveness results for 2018 using CET Version 18.1 and the
interim GHG adder are:

Total Resource Cost Test Ratio (“TRC”): .69
Program Administrator Cost Test Ratio (“PAC”): .76

MCE provides an updated CEDARS FM filing confirmation for its 2018 energy efficiency
portfolio, which includes a cost effectiveness showing, as Attachment 1 to this supplemental
advice letter.

D. MCE’s 2018 Internal Savings Goals and Targets

In D.17-09-025, the Commission established 2018 energy efficiency savings goals. Consistent
with D.14-01-033 and D.14-10-046, the Commission did not impose savings goals on MCE.
Nonetheless, MCE sets internal annual savings goals and targets to (1) drive program success; (2)
help the state achieve its energy savings mandates; and (3) reduce the state’s GHG emissions.
MCE’s 2018 energy savings goals and targets are set forth in Table 3, below, which are based on
MCE’s current portfolio.

Table 3: MCE’s Internal Savings Goals and Targets

MCE Programs MCE 2018 Net MCE 2018 Net
Electric Savings Gas Savings
Targets/Goals Targets/Goals
(kWh) (therms)
Single Family 0 34,848
Multifamily 416,682 32,170
Small Commercial 1,438,474 3,289
Financing non-resource non-resource
program program
Total 1,855,156 70,307

6
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E. MCE’s Proposed Alternative 2018 Energy Efficiency Portfolio Scenario
The October 2017 Commission Staff Directive provided an opportunity for MCE to propose
alternate 2018 energy efficiency portfolio scenarios.?” Pursuant to Commission staff’s request,

MCE provides an alternate scenario for Commission staff’s review.

Alternative Scenario — MCE’s 2017 Business Plan Portfolio

As an alternate scenario to MCE’s current energy efficiency portfolio, MCE proposes its business
plan portfolio as filed in its January 17, 2017 application in A.17-01-017 et al.*®* MCE has been
designing, building, and revising this portfolio since 2014. MCE has considered how to transition
its current portfolio to this alternate business plan portfolio within the on-going rolling portfolio
process. Given Commission staff’s expedited request for this supplemental advice letter, MCE
presents this portfolio as a reasoned alternative to its current, non-cost effective energy efficiency
portfolio.

The business plan presents a balanced, expanded, and cost effective portfolio of energy efficiency
program offerings that includes a 10-year vision of customer transformation with increasing
program cost effectiveness over time.3! This portfolio also offers an integrated delivery of
programs across an expanded set of customer sectors that go beyond MCE’s current Multifamily
Residential, Single Family Residential, and Commercial programmatic activities. MCE’s business
plan expands to encompass the Industrial and Agricultural sectors and to support Workforce
Development. Each of these sectors will be supported by emerging technologies and financing
programs to drive enrollment and increase energy savings.>?

While remaining consistent with the structure of its business plan as presented in A.17-01-017,
MCE continues to improve its business plan measures list and explore methods to allocate costs
across programs.>> This in an on-going effort to increase savings and overall portfolio cost
effectiveness to comply with evolving Commission policies and directives. The expedited
schedule for this advice letter did not provide sufficient time for MCE to update and finalize cost
effectiveness inputs for its business plan. MCE expects, however, to have results for its cost
effectiveness analyses in early 2018. Moreover, to be consistent with the guidance provided in the

22 October 2017 Commission Staff Directive at p. 2.

30 See A.17-01-017.

31 1d. at pp. 6-7.

32 For additional details regarding MCE’s proposal, please refer to MCE’s application, business
plan, and supporting testimony, which can be accessed under the “Energy Efficiency Program” tab
using the following link: https://www.mcecleanenergy.org/regulatorydocuments/.

33 MCE is currently analyzing its programs to better understand how it can improve cost
effectiveness under the Commission’s current policies. Additionally, MCE is consulting with its
program implementers and manufacturers to update measure lists in anticipation of the 2018
true-up and refiling of MCE’s business plan in 2018.

MCE Advice Letter 25-E-A
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ALJ Ruling,** MCE will provide a trued-up cost effectiveness showing once the Commission
approves business plans and provides additional guidance to PAs.

Conclusion

Pursuant to Commission staff directive, MCE has provided: (1) an updated cost effectiveness
showing for its current portfolio to reflect the interim GHG adder and the CET Version 18.1; (2)
a 2018 budget request for its 2018 energy efficiency portfolio; (3) MCE’s 2018 internal savings
goals and targets to help the Commission evaluate MCE’s contribution to California’s statewide
savings goals; and (4) one alternate portfolio scenario in addition to MCE’s current energy
efficiency portfolio.

Notice

Anyone wishing to protest this advice filing may do so by letter via U.S. Mail, facsimile, or
electronically, any of which must be received no later than 20 days after the date of this advice
filing. Protests should be mailed to:

CPUC, Energy Division

Attention: Tariff Unit

505 Van Ness Avenue

San Francisco, California 94102
E-mail: EDTariffUnit@cpuc.ca.gov

Copies should also be mailed to the attention of the Director, Energy Division, Room 4004 (same
address above).

In addition, protests and all other correspondence regarding this advice letter should also be sent
by letter and transmitted via facsimile or electronically to the attention of:

Nathaniel Malcolm

Policy Counsel

MARIN CLEAN ENERGY

1125 Tamalpais Avenue

San Rafael, CA 94901

Phone: (415) 464-6048

Facsimile: (415) 459-8095

E-mail: nmalcolm@mceCleanEnergy.org

and

34 See ALJ Ruling at pp. 8-9.

MCE Advice Letter 25-E-A
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Alice Stover

Manager of Customer Programs, Policy, and Planning
Marin Clean Energy

1125 Tamalpais Ave.

San Rafael, CA 94901

Phone: (415) 464-6030

Facsimile: (415) 459-8095
astover@mceCleanEnergy.org

There are no restrictions on who may file a protest, but the protest shall set forth specifically the
grounds upon which it is based and shall be submitted expeditiously.

MCE is serving copies of this advice filing to the relevant parties shown on the R.13-11-005 and
A.17-01-013 et al. service lists. For changes to this service list, please contact the Commission’s

Process Office at (415) 703-2021 or by electronic mail at Process Office@cpuc.ca.gov.

Correspondence

For questions, please contact Nathaniel Malcolm at (415) 464-6048 or by electronic mail at
nmalcolm@mceCleanEnergy.org.

/s/ Nathaniel Malcolm

Nathaniel Malcolm
Policy Counsel
MARIN CLEAN ENERGY

cc: Service Lists: R.13-11-005; A.17-01-013, et al.

MCE Advice Letter 25-E-A
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Attachment 1:
Updated CEDARS FM Filing Confirmation

MCE Advice Letter 25-E-A
Attachment 1
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CEDARS FILING SUBMISSION RECEIPT
The MCE portfolio filing has been submitted and is now under review. A summary of the filing is provided below.
PA: Marin Clean Energy (MCE)
Filing Year: 2018
Submitted: 11:23:39 on 22 Nov 2017
By: Qua Vallery
Advice Letter Number: 25-E
* Portfolio Filing Summary *
- TRC: 0.6861
- PAC: 0.7595
- TRC (no admin): 1.7905
- PAC (no admin): 2.3938
- RIM: 0.7595
- Budget: $1,586,346.96
* Programs Included in the Filing *
- MCEO1: Multi-Family
- MCEO2: Small Commercial

- MCEQS: Single Family
- MCEO4: Financing Pilots
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CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY LSE (Attach additional pages as needed)

Company name/CPUC Utility No. Marin Clean Energy

Utility type: Contact Person for questions and approval letters: Nathaniel Malcolm
M ELC O GAS Phone #: (415) 464-6048
O PLC O HEAT 0O WATER | E-mail: nmalcolm@mcecleanenergy.org

EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)

ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat WATER = Water

Advice Letter (AL) #: MCE 25-E-A

Subject of AL: Supplement to Marin Clean Energy’s 2018 Annual Energy Efficiency Program and Portfolio
Budget

Tier Designation: 0 1 M2 3
Keywords (choose from CPUC listing): Compliance
AL filing type: 0 Monthly [0 Quarterly O Annual M One-Time [ Other

If AL filed in compliance with a Commission order, indicate relevant Decision: Decision (“D.”) 15-10-028

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL
Summarize differences between the AL and the prior withdrawn or rejected AL!:
Resolution Required? (0 Yes M No

Requested effective date: December 30, 2017 No. of tariff sheets: 0

Estimated system annual revenue effect: (%): n/a

Estimated system average rate effect (%): n/a

When rates are affected by AL, include attachment in AL showing average rate effects on customer classes
(residential, small commercial, large C/I, agricultural, lighting).

Tariff schedules affected: n/a
Service affected and changes proposed?:
Pending advice letters that revise the same tariff sheets: none

Protests and all other correspondence regarding this AL are due no later than 20 days after the
date of this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Utility Info (including e-mail)

Attention: Tariff Unit Marin Clean Energy

505 Van Ness Ave. Nathaniel Malcolm, Policy Counsel

San Francisco, CA 94102 1125 Tamalpais Ave. San Rafael, CA 94901
EDTariffUnit@cpuc.ca.gov nmalcolm@mcecleanenergy.org

! Discuss in AL if more space is needed.
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ADVICE LETTER (AL) SUSPENSION NOTICE

ENERGY DIVISION
Utility Name: Marin Clean Energy Date Utility Notified: January 18, 2018
Utility Number/Type: MCE/#6 E-Mailed to: nmalcolm@mcecleanenergy.com
Advice Letter Number(s) #25-E, 25-E-A astover(@mcecleanenergy.com
Date AL(s) Filed) September 1, 2017, ED Staff Contact: Nils B. Strindberg
November 30, 2017 ED Staff Email: nils.strindberg@cpuc.ca.gov
Utility Contact Person: Nathaniel Malcolm ED Staff Phone No.: (415) 703-1812

Utility Phone No.: (415) 464-6048

[ ] INITIAL SUSPENSION (up to 120 DAYS from the expiration of the initial review period)

This is to notify that the above-indicated AL is suspended for up to 120 days beginning

, for the following reason(s) below. If the AL requires a Commission resolution and the
Commission’s deliberation on the resolution prepared by Energy Division extends beyond the
expiration of the initial suspension period, the advice letter will be automatically suspended for up to
180 days beyond the initial suspension period.

[ ] A Commission Resolution is Required to Dispose of the Advice Letter
[ ] Advice Letter Requests a Commission Order

[ ] Advice Letter Requires Staff Review

The expected duration of initial suspension period is 120 days

[X] FURTHER SUSPENSION (up to 180 DAYS beyond initial suspension period)

The AL requires a Commission resolution and the Commission’s deliberation on the resolution
prepared by Energy Division has extended beyond the expiration of the initial suspension period. The
advice letter is suspended for up to 180 days beyond the initial suspension period.

If you have any questions regarding this matter, please contact Nils B. Strindberg
(nils.strindberg@cpuc.ca.gov).

cc:
EDTariffUnit

* Note: reference — Decision D.02-02-049, dated February 21, 2002, and Rule 7.5 in appendix A of D.O7-01-024
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Pacific Gas & Electric (PG&E) 2018 Annual Budget Advice
Letter (AL) Attachments

1. PG&E AL 3881-G/5137-E submitted September 1, 2017
2. ORA Protests PG&E AL 3881-G/5137-E submitted September 21, 2017
3. TURN Protests PG&E AL 3881-G/5137-E submitted September 21, 2017

4. GreenFan/ Verified Protests PG&E AL 3881-G/5137-E submitted September
22,2017

5. Energy Division email accepting late Protest of GreenFan/ Verified sent
September 22, 2017

6. Energy Division Initial Suspension Notice sent September 22, 2017
7. PG&E Reply to Protests submitted September 28, 2017

8. Energy Division Letter Requesting a Supplemental to PG&E AL 3881-G/5137-
E sent October 30, 2017

9. PG&E Supplemental AL 3881-G-A /5137-E-A submitted November 22, 2017

10. NRDC and “Joint Parties” Comments on Supplemental PG&E AL 3881-G-
A/5137-E-A submitted on December 11, 2017

11. Energy Division email accepting NRDC and “Joint Parties” Comments sent
December 12, 2017

12. City and County of San Francisco Comments on Supplemental PG&E AL
3881-G-A/5137-E-A submitted December 12, 2017

13. Energy Division Further Suspension Notice sent January 17, 2018
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Pacific Gas and
- -
Electric Eampanf
Erik Jacobson Pacific Gas and Electric Company
Director 77 Beale St., Mail Code B13U
Regulatory Relations P.O. Box 770000

San Francisco, CA 94177

Fax: 415-973-3582

September 1, 2017

Advice 3881-G/5137-E
(Pacific Gas and Electric Company ID U 39 M)

Public Utilities Commission of the State of California

Subject: PG&E’s 2018 Energy Efficiency Annual Budget Advice Letter in
Compliance with Decision 15-10-028, Ordering Paragraph 4

1. Purpose

Pacific Gas and Electric Company (PG&E) hereby submits its 2018 energy efficiency
(EE) portfolio budget (2018 EE Budget) by Tier 2 advice letter (AL) in compliance with
the Decision Re Energy Efficiency Goals for 2016 and Beyond and Energy Efficiency
Rolling Portfolio Mechanics, the “Rolling Portfolio decision,” (D.15-10-028)" and
guidance from the California Public Utilities Commission (CPUC or Commission) Energy
Division (ED) staff (Staff). PG&E’s proposed budget of $400 million is based on the
2015 portfolio structure, with program budget adjustments to meet 2018 net goals® and
deliver a cost-effective portfolio. This filing would not increase any current rate or
charge, cause the withdrawal of service, or conflict with any rate schedule or rule.

PG&E requests that the Commission approve its 2018 EE Budget, effective as of
January 1, 2018 for PG&E's approved EE programs.

Il Background
A. Regulatory Requirements
The Rolling Portfolio Decision required each program administrator to file an advice

letter with a budget for the next calendar year’s EE portfolio by the first business day of
September each year.> The Commission explained:

' D. 15-10-028, Ordering Paragraph (OP) 4.

2 PG&E’s 2018 goals are based on the net market potential included in the Energy Efficiency
Potential and Goals Study for 2015 and Beyond (2015 Potential and Goals Study).

°* D.15-10-028, OP 4.
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The decision on the business plans will not establish a particular amount
for cost recovery (for IOUs) or for transfers from I0Us (for CCAs) or for
contracting purposes (for RENs). It will establish a “ballpark” figure for
spending for the life of the business plan. The annual advice letter filings,
not the business plans, will propose detailed budgets for cost recovery,
transfer, and contracting purposes.

The “Rolling Portfolio” cannot unfold as envisioned this year because the order of
events has been reversed. Instead of fine-tuning a ballpark budget established by an
approved EE business plan, PG&E’s 2018 EE Budget is based on PG&E'’s existing
approved 2015 portfolio structure, with program budget adjustments to meet 2018 net
market potential goals, as delineated in the 2015 Potential and Goals Study. PG&E
expects to exceed its goals with its proposed 2018 EE budget (see Section Ill. B.).

PG&E's proposed budget ($400,087,573) includes the currently authorized funding
amounts for Marin Clean Energy (MCE) and the Bay Area Regional Energy Network
(BayREN). PG&E's proposed budget does not include any additional funds requested
by these and other proposed program administrators (PAs) in their pending Business
Plan Applications.* Due to the uncertainty about these budget requests, PG&E
proposes to retain its authorized revenue requirement of $425,185,369 pending the
Commission's decision on the Business Plan Applications. Following the decision,
PG&E will revise its revenue requirement and/or return any over-collected funds in the
next scheduled electric and gas rates annual true-up ALs.

The Administrative Law Judges’ Ruling Modifying Schedule, issued June 9, 2017, re-
established September 1, 2017 as the deadline for the annual budget ALs.

B. Filing Requirements

The Rolling Portfolio Decision requires the PAs to include the following information in
their budget advice letters:®

e A portfolio cost effectiveness statement submitted in detail electronically in an
online tool and referenced in the AL;

e Application summary tables with forecast budgets by sector and
program/intervention;

e Report on portfolio changes, annual spending, and fund shifting.°

The amount of funding sought by current or potential program administrators over the amount
currently authorized and included in PG&E's rates is approximately $19 million in 2018 and
increases each subsequent year.

°® D.15-10-028, pp. 59-60.

® PG&E has not fund shifted in 2017.
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PG&E received direction from ED Staff on May 24, 2017’ that PG&E should not include
BayREN and MCE benefits or costs in the California Energy Data and Reporting
System (CEDARS) filings. PG&E's AL follows this guidance.

Staff also provided a memo on July 24, 2017 with the following guidance:®

e The 2018 EE Budget AL is considered “interim,” as Energy Division
acknowledges the changes in progress that affect portfolio savings goals and
cost-effectiveness;

e PAs must use the portfolio budgets and 2018 net goals established in D.15-10-
028;

e PAs must use the 2017 avoided costs found in the Cost Effectiveness Tool (CET)
v.17.3.0.

ED Staff released the CET version 18.0 for PA download on August 16, 2017 to assist
in PA forecasting efforts. Version 18.0 is consistent with the CET used by CEDARS.

C. Contents of this Filing
PG&E's advice letter is organized as follows:

Budget

Goals

Cost Effectiveness

Cost Recovery

Prior Years’ Unspent Funds

2018 Program Changes

Evaluation, Measurement & Verification (EM&V)

In addition to the information above, PG&E’s 2018 EE budget AL includes the following
materials:

e Attachments
o Attachment 1 — CEDARS Filing Confirmation
o Attachment 2 — Appendices
o Attachment 3 — Caps and Targets Table
o Attachment 4 — Program Closures

" Email entitled “CPUC/PG&E Meeting,” sent from PG&E to CPUC Staff dated May 24, 2017.
® Email entitled “Reporting Guidance Memo,” sent from CPUC Staff to Public Coordinating
Group (PCG) meeting attendees dated July 24, 2017.
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I1l. Discussion
A. Budget

PG&E’s total 2018 EE Budget of $400 million is based on PG&E’s 2015 portfolio
structure adopted for PG&E by the Decision Establishing Energy Efficiency Savings
Goals and Approving 2015 Energy Efficiency Programs and Budgets, the “Funding
Authorization” or “FA” Decision (D.14-10-046),° with adjustments to meet 2018 net
goals.

® D. 14-10-046. As used herein “D.14-10-046" refers to the FA decision as corrected by D.15-
01-002 and D.15-01-023. The final Figure 6, “Total Approved Budgets for 2015” appears in
D.15-01-023.
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Table 1: PG&E Total 2018 Energy Efficiency Budgets'®

Program Name 2018 Budget ($)
Residential 55,622,926
Commercial 64,732,629
Agricultural 17,238,326
Industrial 18,155,388
Lighting 11,131,075
Codes & Standards 16,183,839
Financing 17,658,662
Subtotal 200,722,845
Third Party 75,653,627
Government Partnerships 72,368,174
Subtotal 148,021,802
Emerging Technologies 5,629,976
Workforce Education & Training 11,038,180
Statewide DSM 547,921
Subtotal 17,216,076
Subtotal Utility 365,960,723
BayREN"' 16,537,000
MCE" 1,586,347
Subtotal Nonutility 18,123,347
Total Programs 384,084,070
EM&V 16,003,503
Total EE Budget 400,087,573

Changes to sector-level budgets that exceed 15% of PG&E’s 2017 approved sector-
level budgets include:

e $5.1 million increase for Industrial programs

e $2.3 million decrease for Emerging Technologies (ET) programs

Additional details on program changes are included in 2018 Program Changes below
(see Section F).

' Statewide Marketing, Education and Outreach (SW ME&O) is requested in a separate
Commission proceeding and is not reflected in the Total EE Budget. The portion of SW
ME&O allocated to EE is reflected in PG&E's cost-effectiveness calculations.

" BayREN’s currently approved 2017 budget of $16,537,000 is included in PG&E’s 2018 EE
Budget.

2 MCE’s currently approved 2017 budget of $1,586,347 is included in PG&E’s 2018 EE
Budget.
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PG&E’s program budget meets the 10% IOU administrative cap, 6% local marketing
target, 4% EM&V cap, and the 20% requirement for competitively bid programs. ">
PG&E’s 2018 projected caps and targets are shown in Attachment 3.

PG&E's proposed portfolio will meet or exceed its service area goals using a budget
below the authorizations approved in the FA Decision. PG&E’s 2018 EE budget request
is reasonable and should be approved.

B. Goals

PG&E expects to exceed the energy savings goals set by the Commission for 2018."°
The goals in the Rolling Portfolio Decision'® and PG&E’s forecasted savings are shown
in Table 2 below. The CPUC-adopted energy savings goal for each 10U covers the full
IOU service territory.'” PG&E’s goals include savings that will be achieved by BayREN
and MCE; however, PG&E includes only its own energy savings forecast in its 2018
targets, below.

Table 2: PG&E Targets Compared to CPUC Goals

Electric Savings Peak Savings _Gas Sayings o
(GWh/Year) (MW) interactive effects
(MM Therms/Year)
Programs (goals set on net basis)'® "
CPUC 2018 Goals 399 50 12.5
PG&E 2018 Targets 624 162 19.3
% of Goal 157% 327% 155%
Codes & Standards Advocacy (goals set on net basis)
CPUC 2018 Goals 408 103 6.0
PG&E 2018 Targets 733 141 14.2
% of Goal 180% 137% 236%

10% admin cap requirement based on D. 09-09-047.
Per the Administrative Law Judges’ Ruling Modifying Schedule, issued June 9, 2017, pp. 5-6,

until the adoption of the business plans, the third party requirements previous to D.16-08-019

are in effect.

> PG&E used net goals as required by D. 16-08-019, Finding of Fact 9, p. 96.
'® D.15-10-028, Tables 1-3, pp. 8-9.

"7 D.15-10-028, p. 8.

Net goals were included in the 2015 Potential and Goals Study.
Energy Savings Assistance (ESA) program savings are included in the program goals.
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C. Cost-Effectiveness

PAs are required to demonstrate that their portfolio of EE programs results in a positive
net benefit, based on the total resource cost (TRC) and program administrator cost
(PAC) tests on a prospective basis during the program planning stage.20

PG&E forecasts a total portfolio TRC of 1.19 and PAC of 3.18 with Codes and
Standards (C&S), market effects, and Efficiency Savings and Performance Incentive
(ESPI) as shown in Table 3 below.

Table 3: PG&E 2018%' Cost-Effectiveness Results

Cost-Effectiveness Scenario 2018 TRC 2018 PAC
Forecast Forecast
Total Portfolio with C&S, market effects, and ESPI 1.19 3.18

TRC and PAC calculations include costs for:
e Resource and non-resource programs;
e Non-recoverable financing costs;
e PG&E’s portion of Statewide Marketing, Education and Outreach (SW ME&O)
allocated to EE programs;
e EM&V; and
e An estimate of $19 million for PG&E’s ESPI award in 2018.

TRC and PAC calculations exclude:

e Emerging Technologies (ET) program costs;

e BayREN and MCE benefits and costs®?

e Recoverable financing costs including: 1) 2018 On-Bill Financing (OBF) revolving
loan funds adjusted for projected loan defaults; and 2) credit enhancements
approved for the Statewide Financing Pilots in D.13-09-044; and

e Energy Savings Assistance (ESA) program benefits and costs.

1. Current Cost-Effectiveness Challenges

PG&E currently faces challenges in forecasting a cost-effective energy efficiency
portfolio. While PG&E plans to improve cost-effectiveness in 2018 and beyond through
portfolio modifications detailed in its Business Plan, challenges still remain in
forecasting a cost-effective energy-efficiency portfolio due to certain structural aspects

2 D.05-04-051, p. 43.

? The Cost Effectiveness Tool (CET) v.18.0 was released on August 17, 2017 and is being
used to produce CE (cost-effectiveness) outputs by CEDARS.

2 BayREN and MCE costs (including EM&V) are excluded.
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of California’s cost-effectiveness framework. These key structural features of the cost-
effectiveness framework include subjective rulesets for cost-effectiveness inputs and
the application of inputs that embody significant uncertainty, both of which are within the
Commission’s control. PG&E respectfully requests that the Commission consider its
approach to these aspects of the cost-effectiveness framework in light of their impact on
program and portfolio cost-effectiveness, redoubling efforts to use objectivity in
developing rulesets for cost-effectiveness inputs. In addition to these structural aspects,
there are also market-based challenges (e.g., changes to avoided costs) outside of EE
industry control that present challenges in cost-effective forecasting. The structural
challenges with the cost-effectiveness framework and market-based challenges are
discussed in the following sections.

Cost-Effectiveness Framework Challenges

Three examples within the cost-effectiveness framework demonstrate the subjective
rulesets for cost-effectiveness inputs and the application of inputs that embody
significant uncertainty. These examples are participant cost definitions, net-to-gross
(NTG) rules for hard-to-reach (HTR) applications, and the application of uncertain NTG
estimates in forecasting. Participant costs and NTG values are major drivers in the TRC
calculation.

First, participant costs include both energy and non-energy benefits in the TRC
analysis. Including measure costs attributable to non-energy benefits such as comfort
and other improvements unnecessarily reduces the cost-effectiveness of EE measures
and programs. Second, the rules for applying HTR NTG values are subjective and
overly restrictive. As noted in Resolution G-3510 Finding 14, the definition of hard-to-
reach customers and subsequent NTG assumptions for their projects warrants further
study.?® The current definition of HTR and its application to NTG assignments does not
appear to be based on a current nor comprehensive study of the impact of delivery type
or customer demographics such as geography, socio-economic status, language, and
other factors. Third, the NTG estimates applied in the TRC calculation carry significant
uncertainty from insufficient decision-making documentation, unreliable self-report
evaluation methods, and other sources. The uncertainty of NTG estimates was
discussed extensively at the Informal NTG Workshop (July 19, 2017, CPUC), where
panelists and attendees discussed multiple sources of potential measurement bias and
uncertainty.

Another noteworthy challenge to forecasting cost-effectiveness within the existing
framework is the current forecast duration of a single year instead of multiple years.**
Multi-year programs that are currently under development may include forecasted costs
but low or no benefits in the first year, which impacts annual cost-effectiveness

% Resolution G-3510, Finding 14.
* Prior to the Rolling Portfolio, PAs forecasted 3-year portfolio cycles, which allowed for a
longer-term view of cost-effectiveness projections.
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forecasts. For example, PG&E has multiple subprograms in its 2018 portfolio, including
Pay for Performance (PGE210010) and Industrial Strategic Energy Management (SEM)
(PGE2103), which are in the development phase, and thus include costs for 2018, but
low or no benefits. Once these subprograms ramp up, they will deliver benefits beyond
2018, and contribute positively to cost-effectiveness forecasts. However, since the
complete program benefits are not reflected in the first-year view, PG&E’s 2018 cost-
effectiveness forecast is impacted.

Lastly, the energy savings goals that guide portfolio efforts do not fully reflect the cost-
effectiveness standards the utilities are required to meet. The 2015 Potential and Goals
Study uses a TRC threshold of 0.85 to determine eligible measures for inclusion in the
economic potential calculation.?® Depending on the average TRC of measures included
in the study, the total energy savings potential calculated may not align with portfolio
offerings that are both realistic and enable a portfolio TRC of 1.0. Thus, goals derived
from the study may inherently overstate the amount of achievable cost-effective energy
savings.

Market-Based Challenges

Two major market-based factors are driving diminished portfolio cost-effectiveness
compared with previous years. The first factor is the new, lower avoided generation
costs in the CET that have resulted in a substantial decrease in benefits. The new
interim greenhouse gas adder that will be included into the avoided cost calculator,?® will
likely only partially ameliorate the negative impact of the new avoided costs.

The second major market-based factor driving diminished portfolio cost-effectiveness is
the transition from highly cost-effective, high-volume deemed “widget-based” measures
(e.g. compact fluorescent lights (CFLs)) to more comprehensive and expensive
projects. This transition has been fueled by changes in market and energy savings
potential. PG&E has capitalized on the most cost-effective “low-hanging fruit” measures
in past years that are no longer viable due to market saturation, reduced energy savings
potential, and/or other market changes. The remaining savings opportunities are
captured through multi-faceted programs with higher implementation and/or measure
costs. Measure costs are a significant driver in the TRC calculation — high measure
costs relative to energy savings result in lower TRCs.

While these market-based factors may be outside of the Commission's control, PG&E
respectfully requests that the Commission act on the opportunities to improve cost-
effectiveness that are within the Commission’s control, which are detailed in the
following section.

* Energy Efficiency Potential and Goals Study for 2015 and Beyond, p. v.
% D.17-08-022
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2. Opportunities to Improve Portfolio Cost-Effectiveness

PG&E’s Business Plan proposes solutions to address the challenges with the cost-
effectiveness framework identified above and improve the cost-effectiveness of EE
portfolios moving forward.?” PG&E recommends the Commission modify its current
cost-effectiveness protocols to provide PAs with the ability to accelerate adoption of
new technologies, support deep retrofits, and offer a broad portfolio of programs.
Specifically, PG&E recommends that the Commission:

1. Review participant cost inputs in the TRC calculations to exclude non-energy
related costs in some cases.

2. Allow effective useful lives (EULS) in excess of the current 20-year limit to
encourage long-term measure installations.

3. Include Codes & Standards (C&S) advocacy savings in the evaluation of
program portfolio cost-effectiveness, as well as total portfolio cost-effectiveness.

4. Exclude costs from non-resource program areas that most stakeholders would
agree provide significant benefits, but for which benefits have not been quantified
(e.g., Workforce Education and Training (WE&T)), as is currently done for
Emerging Technologies.

5. Update savings calculations in the Database for Energy Efficiency Resources
(DEER) to reflect current system peak hours.

6. Reuvisit the definition of HTR NTG based on a comprehensive study of the impact
of delivery type and customer demographics, including geography, socio-
economic status, language, and other factors.

7. Revisit the process for adopting NTG estimates to ensure all NTG estimates are
rationalized using applicable evaluation data. Unreliable NTG estimates can
significantly skew cost-effectiveness results.

After PG&E’s Business Plan is approved, PG&E will implement its proposed portfolio
modifications for 2018 and beyond, which should lead to improved cost-effectiveness. In
its Business Plan Application, PG&E sets forth its vision to make a significant impact in
reducing energy waste cost-effectively and maximizing the value of energy efficiency for
customers, the grid, and for the state. PG&E’s key strategies to improve cost-
effectiveness through its Business Plan implementation include:?
e Deploying new program models (i.e. SEM) and third-party financial structures
that spur deep investment and persistence of savings;
e Targeting customers with high energy savings potential such as targeted
interventions for HVAC equipment and building shells in geographic and climate
regions that deliver higher average savings;

* PG&E’s Business Plan, Portfolio Overview chapter, pp. 45-47. Response of Pacific Gas and
Electric Company (U 39 M) to Comments on Attachment A of the Scoping Memo and Ruling
and to Attachment B Questions, pp. 12-13.

% PG&E’s Business Plan, Portfolio Overview chapter, pp. 32-34.
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e Focusing on technology strategies that promote deeper, more comprehensive
savings for new and existing buildings such as high quality light emitting diodes
(LEDs); and

e Simplifying the portfolio through the implementation of the statewide and third
party program models.

PG&E will continue to further optimize the portfolio as it implements these changes by
introducing new and/or modifying existing, efficient products designed to improve cost
effectiveness. PG&E will also sunset existing programs that no longer meet energy
savings and cost-effectiveness objectives.

D. Cost Recovery

1. Collection of PG&E’s 2018 EE Budget in Rates

Table 4: Authorized EE Funding in 2018 Rates

Natural Gas Public

Electric Energy

Total Energy

el Efficiency Funds Purpose Funds Efficiency Funds
E:ﬁi?;am Funds — $304,242,593 $85,812,013 $390,054,606
Program Funds —
BayREN $12,898,860 $3,638,140 $16,537,000
Program Funds — $1,237,351 $348,006 $1,586,347
MCE
EM&V — Utility $12,676,775 $3,575,501 $16,252,275
EM&V — BayREN $537,453 $151,589 $689,042
EM&V — MCE $51,556 $14,542 $66,098
Total PG&E $331,644,588 $93,540,781 $425,185,369

Notes:

(1) PG&E proposes to retain its authorized revenue requirement of $425,185,369
pending the Commission's decision on the Business Plan Applications (see
Section II. A.).

(2) Revenue Fees and Uncollectible Accounts Expense (RF&U), formerly known as
Franchise Fees and Uncollectible Accounts Expense (FF&U) is not included in
this table but will be added to electric funding to determine the revenue
requirement when recovered in rates through the Annual Electric True-Up (AET).

(3) The EE program and EM&YV totals are allocated 78% electric and 22% gas in
whole numbers to simplify EE cost accounting in balancing accounts, and is
subject to Commission approval of the new benefit split discussed in the
following section.
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(4) PG&E includes BayREN'’s approved 2017 budget of $16,537,000 in the 2018
budget forecast.

(5) The Commission approved an increase in MCE’s EE budget to $1,586,347 for
the rolling cycle until 2025 unless and until modified by the Commission. (D.16-
05-004).

(6) The 2018 authorized funding for BayREN and MCE has not been adjusted for
any unspent 2017 program funds.

(7) PG28§E is authorized to collect these funds in rates in 2018 per D.14-10-046, OP
21.

2. Collection of PG&E’s 2018 Demand Response portion of Integrated
Demand- Side Management (IDSM) Budget in Rates

Table 5: Authorized Demand Response IDSM Funding in 2018 Rates

Category Electric Demand Response Funds®
Program Funds — Utility $3,264,000
Total PG&E $3,264,000

Notes:

(1) RF&U is not included in this table but will be added to electric funding to come up
with the revenue requirement when recovered in rates through the AET.

3. Electric and Gas Benefit Split

The method for splitting the EE budget for recovery in gas and electric rates and
recording the EE budget and expenses in our gas and electric balancing accounts is
based on the forecasted benefits of the EE portfolio for the program cycle.>’

29

30

31

See also D. 14-10-046, p. 111, “Program Administrators’ existing energy efficiency program
funding shall be extended annually through 2015, at the 2015 annually spending levels by
program administrators as approved in this Decision until the earlier of 2025 or when the
Commission issues a superseding decision on funding levels. IOUs are to collect in rates the
annual authorized budget levels for the program administrators in their service territory at the
2015 level, less carry-forward of unspent funds from prior portfolio cycles, until the earlier of
2025 or when the Commission issues a superseding decision on funding.”

Administrative Law Judge’s Ruling Providing Guidance for the 2012-2014 Demand Response
Applications, Rulemaking (R.) 07-01-041, August 27, 2010 directed that future authority and
funding for the demand response portion of Integrated Demand-Side Management activities
be considered in energy efficiency proceedings starting with the energy efficiency
applications for 2013-2015. These funds were approved in the FA Decision.

This method was first approved for the 2006-2008 program cycle (D.05-09-043).
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PG&E’s program portfolio proposed in this advice letter has a benefit split between
electric and gas of 78 percent and 22 percent, respectively. This is a revision from the
84 percent electric and 16 percent gas benefit split approved in PG&E’s 2017 EE
budget AL.*? The revised allocation would change the recovery of the total EE revenue
requirement between electric and gas customers. Upon approval of this AL, PG&E will
adjust the revenue requirements used in its EE balancing accounts to reflect the new
allocation between electric and gas customers for 2018. The adjustment will be
reflected in rates through the next Annual Electric True-up and PPP Gas Surcharge
ALs.

E. Prior Years’ Unspent Funds
1. PG&E Prior Years’ Unspent Funds

Table 6 below illustrates PG&E’s unspent funds for prior years’ program cycles.
Balances are through June 30, 2017. This data is also presented in the Appendices on
Table 6 - Committed Energy Efficiency Program Funding Not Yet Spent, and Table 7 -
2016 Authorized and Spent/Unspent Detail. PG&E requests authorization to return the
unspent and uncommitted funds of $11,541,267 to ratepayers as a one-time credit to
offset PG&E’s 2018 EE revenue collections.

Table 6: Prior Years’ Unspent Funds as of June 2017

Pre-2013 PY 2013-2015 PY 2016 Totals
Unspent & Committed
EM&V $499,490 $14,853,931 $15,672,827 $31,026,248
Financing Pilots - $6,159,112 - $6,159,112
BayREN - $3,760,885 - $3,760,885
MCE (gas funding) - $36,182 $104,615 $140,797
Total $499,490 $24,810,110 $15,777,442 $41,087,042

Unspent & Uncommitted for 2018 Offset

Utility Program Funds $866 $369,947 $11,170,454 $11,541,267

2. PG&E’s MCE Sub-account Prior Years’ Unspent Funds

In D.14-10-046, the Commission instructed PG&E to offset MCE’s unspent funds
against payments to be made to MCE under its authorized electric EE portfolio budget.

% Advice Letter 3753-G-D/4901-E-D, including the revision to electric and gas rates and
revenues split, was approved July 26, 2017.
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MCE’s authorized electric budget for the 2017 totaled $1,301,647.%*> PG&E has paid or
committed to pay a total of $1,235,835 in electric payments to MCE for 2017 by the end
of 2017. PG&E requests authorization to return the remaining $65,812 of unspent funds
in PG&E’s MCE electric sub-account to ratepayers as a one-time credit to offset
PG&E’s 2018 EE revenue collections. In addition, the $230,474 of unspent funds from
the 2015 through 2016 periods to be refunded in 2017, was presented in the 2017
ABAL as being refunded entirely from the 2013-2015 program cycle. This has been
corrected in the 2018 ABAL to reflect the proper program cycles affected by the refund.
$311,915 will be refunded from the 2016 cycle, while an increase to the 2013-2015
cycle funds will be recorded for $81,441.

F. 2018 Program Changes

In this section, PG&E identifies changes to PG&E’s proposed programmatic activity in
compliance with the Rolling Portfolio Decision.** Until the Business Plan is approved,
PG&E will continue to focus on implementing programs currently in its portfolio in 2018.
Once its Business Plan is approved, PG&E will implement its proposed portfolio
modifications for 2018 and beyond.

1. Residential Program

PG&E plans to consolidate multifamily dwelling offerings to achieve greater adoption of
energy efficiency among multifamily dwelling owners and tenants. PG&E previously
reported the Multifamily Upgrade Program (MUP) as part of the Energy Upgrade
California (PGE21004) subprogram. In 2018, PG&E will report MUP through a distinct
Energy Efficiency Groupware Application (EEGA) code for Multifamily Energy Efficiency
(PGE21003). Consolidating multifamily dwelling offerings under PGE21003 will allow
PG&E to more effectively track and report key metrics, including savings, participation,
and cost effectiveness, for the single family and multifamily customer segments.
Additionally, PG&E is enhancing the Single Point of Contact (SPOC) for the multifamily
dwelling sector to organize and coordinate multifamily dwelling offerings for property
managers and owners, ensuring that each multifamily property is served through the
channel that most aligns with its needs.>®

Further, PG&E anticipates selecting additional Pay for Performance (P4P)
(PGE210010) subprogram aggregators via third party solicitations and increasing this
budget in future years. PG&E believes that the P4P model allows for innovative
program designs, has the potential to deliver higher savings per incentive dollar, and
can deliver scalable programs that meet PG&E’s portfolio and state policy goals.

% The Commission authorized for MCE a 2017 electric budget of $1,301,647 and gas budget of
$284,700 in D.16-05-004, OP 2.

* D.15-10-028, p. 60.

% PG&E Business Plan, Residential Sector chapter, p. 39.
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PG&E also proposes a budget decrease for the Residential HVAC (PGE21006)
subprogram in 2018 to optimize portfolio cost-effectiveness.

2. Commercial Program

PG&E plans to increase the budget for the Savings by Design (SBD) subprogram
(PGE211025) to continue to support Zero Net Energy (ZNE) efforts.

PG&E proposes to decrease the Commercial Continuous Energy Improvement (CEl)
(PGE21013) subprogram budget, as PG&E intends to pause the planned launch of the
Step Up and Power Down initiative in a new community.

PG&E also proposes to decrease the Commercial HVAC (PGE21015) subprogram
budget to optimize portfolio cost-effectiveness.

3. Agricultural Program

In 2018, PG&E will start transitioning a portion of its Food Processing engagement from
the Agricultural portfolio to the Industrial Strategic Energy Management (SEM)
(PGE21030) program. This will better align with the objectives set in PG&E’s Business
Plan. PG&E also proposes to decrease yet continue its Agricultural Continuous Energy
Improvement (CEIl) (PGE21033) subprogram budget, enabling PG&E to continue
exploring opportunities that will contribute to PG&E’s long-term vision of SEM.

4. Industrial Program

PG&E proposes to reduce the Industrial Continuous Energy Improvement (CEl)
(PGE21023) budget, as PG&E is transitioning these activities to the Industrial SEM
(PGE21030) subprogram, per D. 16-08-019.%® However, SEM is expected to serve only
large customers, so PG&E is keeping the Industrial CEl subprogram open to test other
energy management models for small and medium businesses. This will ensure that
once the Business Plan is approved, PG&E is prepared to begin implementing its long-
term vision of SEM for Industrial customers of all sizes.*’

PG&E proposes an Industrial budget increase of $5.1 million. PG&E proposes to
increase the 2018 budget for the Industrial Calculated Incentives (PGE21021)
subprogram as PG&E plans to renew focus on marketing and outreach, working with
sales partners to build up the pipeline. Additionally, PG&E plans an increase to the
Industrial Deemed Incentives (PGE21022) subprogram 2018 budget due to an expected
increase in participation and new products.

% D. 16-08-019, pp. 41-42.
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5. Third Party Programs

PG&E evaluates its portfolio on an ongoing basis to verify programs meet portfolio goals
and objectives. This review ensures ratepayer funds are used efficiently and effectively
to support the state’s energy efficiency goals and objectives. After reviewing the
performance of its third party (3P) subprograms, PG&E requests to close the following
subprograms once the implementers meet existing customer commitments: Retail
Energy Efficiency Program (PGE210118) and K-12 Private Schools and Colleges Audit
Retro (PGE210126).

PG&E has informed the third-party implementers of its intention to close these
programs, and will continue to serve these customer segments through other programs
and delivery channels. Customers interested in participating in similar offerings going
forward will be referred to other PG&E programs. Specifically, for the Retail Energy
Efficiency Program (PGE210118), PG&E will continue to serve these customers’ lighting
needs through the LED Accelerator (PGE210119) subprogram and their non-lighting
needs through the Commercial Calculated Incentives (PGE21011) and Commercial
Deemed Incentives (PGE21012) subprograms. For the K-12 Private Schools and
Colleges Audit Retro (PGE210126) subprogram, PG&E will continue to serve these
customers through local government partnerships, as well as the Commercial
Calculated (PGE21011) and Commercial Deemed (PGE21012) subprograms.

Additional information on these subprograms is provided in Attachment 4. Upon
approval of this AL, PG&E will proceed to close the 3P subprograms once the current
projects are completed.

The Commission approved PG&E’s request to close the Refinery Energy Efficiency
Program (PGE21029) subprogram.®® PG&E has budgeted for 2018 for this subprogram
to finish the existing pipeline of projects.

PG&E is integrating the Moderate Income Direct Install (MIDI) activities into the
Residential portfolio under the Residential Energy Fitness (PGE210011) subprogram.
With MIDI and Energy Fitness being implemented by the same third party implementer
this transition of MIDI to the residential sector will facilitate improved coordination and
yield programmatic and administrative efficiencies. Further, MIDI will now operate
independently (instead of being solely tied to prospects who do not qualify for the ESA
program). Along with these administrative changes, PG&E is substantially expanding
product offerings under MIDI. The program now offers a suite of high quality LED
measures, HVAC measures, smart power strips, and water savings measures. MIDI
serves single family homes as well as multifamily properties and will be a major vehicle
for the Residential sector to serve moderate income custom