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       P.O. Box 3629    Oakland    California    94609 

       510/459-0667 
 
 

MEMORANDUM 
 
To:  LGSEC Members 
 
From:  Jody London, Regulatory Consultant 
 
SUBJECT: CPUC Decision 14-10-046, 2015 Energy Efficiency Goals and Budgets 
 
DATE:  October 28, 2014 
 
This memo summarizes California Public Utilities Commission (“CPUC”) Decision 14-10-046, 
Energy Efficiency Savings Goals and Budgets for 2015.  The final version of the decision was 
released on Friday, including a dissent from Commissioner Michael Picker, who voted no. The 
Decision is critical of the current energy efficiency portfolio, citing concerns about budgets not 
being fully used and programs not coming anywhere near their savings targets.  The Decision 
notes a large increase in energy efficiency spending over the past ten years, and states: 
“Ultimately, we want to see budgets that yield measureable, verifiable savings.”  Nearly $1 
billion is authorized for 2015, yielding savings of 2,20 GWh, 355 MW, and 41 MMt/yr. 
 
Notwithstanding these concerns, the Decision: 

 Approves the majority of programs to continue through 2015 at the same annualized 
level approved for 2014-2015.   

 Determines that 2015 will be Year Zero for a Rolling Portfolio approach to energy 
efficiency: the annualized budgets and programs will remain in place through 2025 or a 
subsequent CPUC decision, whichever comes first.  The Decision notes that the move 
to a Rolling Portfolio may not be easy.  

 Declines at this time to allow current building conditions to be used as baseline for 
schools using Prop 39 funds or any other building. 

 In preparation for looking at baseline issues in Phase 3, directs CPUC staff to begin 
consulting now with other agencies and stakeholders on what is involved in changing 
the baseline, and directs each utility to propose a one-year, up to $1 million pilot that 
assesses whether “to code” programs are viable; 

 Directs the utilities to pilot a Zero Net Energy program for K-12 schools and community 
colleges.  

 
 
 
 
 
 

http://docs.cpuc.ca.gov/SearchRes.aspx?docformat=ALL&DocID=129228024
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ISSUES DISCUSSED IN THE DECISION 
 
Adopts Goals and Potential Study 
 
The Decision adopts energy efficiency savings goals for 2015.  The goals are adopted by 
investor-owned utility (“IOU”) territory rather than by Program Administrator due to data 
limitations.   The goals and potential study adopted in the Decision will be the forecast that the 
California Energy Commission (“CEC”) and the California Independent System Operator 
(“CAISO”) use for their planning purposes.  This should help better align the Long Term 
Procurement Planning and Integrated Energy Policy Report processes.   The total statewide 
goals are 2,203.2 GWh/yr, 354.1 MW, and 40.9 MMT/yr. Recognizing that goals historically 
have not been achieved, the CPUC adopts the “mid” range goals rather than the “high” goals.  
The Decision maintains a 5% minimum for behavior programs in 2015, and encourages the 
administrators to ramp them up voluntarily.  
 
Streetlighting 
 
In compliance with AB 719, the Decision directs the utilities to submit by July 1, 2015 tariffs for 
streetlighting.  AB 719 says that if a local government pays the bill for streetlights, the utility 
must convert the streetlights to technologies that use less energy so the local government can 
save money.  SCE is told to get moving in terms of getting local governments to take action on 
streetlight replacements. 
 
Move to a Rolling Portfolio 
 
The Decision describes 2015 as a hybrid of a third year of the 2013-2014 transition period, and 
“year zero” of the Rolling Portfolio.  Program administrators can count savings from 2013-2014 
toward 2015 goals. EM&V is also to be combined for 2013-14 and 2015. The Decision notes that 
the primary point of “year zero” is to end funding cliffs. Program administrators can still move 
funds in accordance with current fund shifting rules.  
 
Overcollection of Funds 
 
The Decision is highly critical of underspending by all program administrators – utilities, regional 
energy networks, and community choice aggregators.   It also questions how and why the 
utilities, in particular, shift funds between programs.  The Decision is critical of the Program 
Administrators for collecting funds that were not needed to cover spending in 2013, and notes 
that the money will either get spent in 2014 and/or on subsequent portfolios  and/or on 
refunds to ratepayers.  It further notes that the utilities did not need to collect that much 
because they had tens of millions of unspent funds from prior cycles, and even then they 
underspent their budgets.  The Decision does note that some of the underspent funds may 
have been committed in prior cycles for 2013.  The Decision attempts to clarify these 
accounting concerns  by stating that the “budgets” for 2015 are authorized expenditures for 
2015 programs; this includes  funds that may be committed in 2015 for payout in subsequent 
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years.  The CPUC Energy Division is directed to hire an accounting consultant to help get this all 
figured out and accounted for.  
 
Prop 39 and Baseline 
 
The Decision discusses challenges with different practices between utilities in terms of how 
school projects, including Proposition 39 projects, are labelled and how custom projects are 
tracked.  The utilities are directed to label the projects as Prop 39 going forward.   
 
The utilities had proposed that for Prop 39 projects, current conditions be used as the baseline, 
rather than assuming all projects are starting from a position of being in compliance with 
current code.  After much discussion, the Decision relies on definitions of baseline in the Energy 
Efficiency Policy Manual that baseline equipment should be determined by the regulation, 
code, or industry standard.  A primary reason provided in the Decision for not using current 
conditions is the Commission does not want to pay customers for things they are going to do or 
would be required to do per code; it wants savings above and beyond what would have 
happened anyway.  “If all that programs do is make it cheaper for customers to do what they 
are going to do anyway, our programs are not accomplishing their primary objective.” (p. 56)   
 
Ultimately, the Decision finds that changing baseline policies at this time is too complicated and 
creates ripple effects for the CEC and CAISO; grid planning implications; energy savings 
performance incentive; Integrated Energy Policy Report; Long-Term Procurement; energy 
savings.  Not to mention potential for double counting because the utilities already receive 
energy efficiency funds for codes and standards work.  The Decision also expresses concern that 
using existing conditions would qualify many more projects for incentives, and this would in 
turn cause energy efficiency budgets to balloon.   
 
The Decision does agree to allow a useful life of 30 years, instead of 20 years, for removed 
equipment for purposes of schools claiming early retirement.   It also directs the utilities to 
develop a pilot Zero Net Energy program for K-12 schools and community colleges.  These pilots 
should be funded from funds not spent previously. The Decision also notes that Prop 39 will 
require additional administrative and technical work, and allows the budgets for schools to be 
increased to reflect that (from unspent funds, of course).  The Decision states a preference for 
project s that will bring schools to code, above code, or to zero net energy status.  Thus, the 
only eligible measures for incentives for schools are those that are above code.   
 
With regard to the larger concern about baseline, the Decision directs each utility to submit a 
Program Implementation Plan for a pilot program up to $1 million (funded from unspent funds) 
that will extend for one year, address similar customer cohorts (test and control groups), and 
include program implementation and evaluation.  The pilots should be designed to “assess 
whether cost-effective ratepayer-funded programs can be developed to target this equipment 
when Program Administrators receive savings credit and customer incentives are made 
available based on to-code, in addition to through-code, savings.”  These pilots were a 
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concession to Commissioner Sandoval, who had requested a hold on the Decision in order to 
negotiate greater attention to the baseline issue.  
 
In concluding on this topic, the Decision states that the Commission is “concerned by parties’  
misunderstanding of, or disagreement with, this approach [to baseline].”  CPUC staff is directed 
to start working now with stakeholders and other agencies to revisit the baseline 
methodologies, and analyze how to create incentives so that funds are not being spent on 
activities that would have occurred anyhow.  
 
Locational Targeting For Energy Efficiency Programs  
 
The utilities and the SoCalREN all proposed programs that would reduce energy use in areas 
that are constrained by transmission or generation.  These programs are approved with 
conditions.  SDG&E is chastised for proposing that its entire service area be deemed a locational 
target, and is invited to bring forward a more specific program with a locational target.  
Commission staff are directed to work with the utilities on how these locational programs will 
be accommodated in the cost-effectiveness calculators.   
 
Water-Energy Nexus 
 
The Decision directs that all existing water-energy nexus programs should continue.  PG&E 
asked for a 10% adder for energy savings from these projects.  This is denied, citing no empirical 
basis. 
 
Home Upgrade Programs  
  
The Decision starts by noting that Home Upgrade and Advanced Home Upgrade are struggling.   
It then goes on to say that having recently approved changes to these programs, now is not the 
time to modify them again. The Decision approves a request from the SoCalREN to remove a 
requirement that customer must install one of three base measures.  The bottom line is all 
programs are approved to continue at levels authorized for 2013-2014. 
 
Overall Budget 
 
The total approved budget statewide is $989,945,000 (although Table 7 shows a grand total of 
$ 962,048,000). Within this, funds are carved out for:   

 EM&V: $37,949,000 (4% of total budget) 

 Local government partnerships: $ 109,578,000   

 BayREN: $12,837,000  

 SoCalREN: $17,314,000 (electric) + $4,337,00 (gas) 

 MCE: $1,220,000    
 
The IOUs and MCE are directed to submit advice letters within 60 days showing budget 
adjustments and revised cost-effectiveness tests for 2013-2015 portfolios.  The Decision allows 
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the Total Resource Cost to drop to 1.0 from 1.25 because the Commission is trying to “use a 
light touch” for 2015 and does not know how all the changes in the decision will affect cost-
effectiveness.   
 
Streetlights are included in overall program goals.  The Commission wants SCE also to move 
away from CFL programs.   The Decision does not authorize additional funding for SCE’s work 
on Energy Efficiency Strategic Plan projects.  Instead, SCE is expected to fulfill 2013-2014 
commitments with 2013-2014 funds.  So, the obligation to the projects remains, but SCE is not 
getting additional funds.  
 
MCE is allowed to offer a multifamily residential program that will produce gas savings.  PG&E is 
directed to enter into a contract for gas funding with MCE, modeled on contract with BayREN.  
 
For the RENs, the utilities are directed to execute all agreements by mid-December, and submit 
Tier 1 advice letters in January (the utilities and RENs had asked instead to do this via a letter to 
the CPUC Executive Director).  The Decision is critical of REN performance to date; then again 
critical of the utilities as well. The BayREN request for increase in codes and standards is denied 
the BayREN does receive an increase in the multifamily budget.  The SoCalREN funding is flat 
across the board.  
 
Dissent from Commisisoner Picker 
 
Commissioner Picker voted against this Decision.  In his written dissent, Picker registers his 
dissatisfaction with the programs and policies in the decision.  He thinks the CPUC should have 
at least approved the current conditions as baseline for low-income school districts.  He 
encourages the utilities to direct their “to code” pilots at low-income schools.  Picker thinks the 
CPUC should be aligning EM&V with program design sooner rather than later. For 2016, he 
believe s the CPUC needs to be able to look at actual program performance as budgets are 
being allocated.   
 
Picker is critical of the Decision for approving a 10-year budget without determining the 
reliability of long-term savings estimates.  “I strongly suggest that Phase 2 of this proceeding 
prioritize reforms to energy efficiency program design that increase both near and long-term 
forecast savings certainty, even if that means accepting lower savings estimates.”   
 
He says the CPUC needs explicit focus on deep retrofits of existing building stock. He observes 
that the current retrofit programs, particularly Home Upgrade, are not delivering yet they 
continue to receive a lot of funding.   Picker suggests we may need to focus on early retirement 
of appliances, tenant-owner split incentive, and relative value of greenhouse gas emissions 
reductions as compared to energy savings.    
 
Picker also states his belief that “…the portfolios approved in this Decision have grown so large 
and unwieldy that they lack adequate accountability, which allows underperforming programs 
to be propped up by high-performance, high-savings programs. I point this out to highlight the 
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fact that Phase 2 and Phase 3 of this proceeding need to focus on how to do a much better job 
parsing through portfolios to be able to understand how to best allocate rate payer funds to 
those programs that deliver verifiable, persistent energy savings.” 
 
Next Steps 
 
The CPUC has not yet announced the schedule for Phase 2, which will implement the Rolling 
Portfolio.  There is speculation that Phase 2 may be delayed while a new Commisioner is 
brought on in January to replace Commissioner Peevey, who is assigned to this case and whose 
terms expires.  In the meantime, the parties continue to develop a recommendation for the 
Rolling Portfolio.  
 
There also is discussion among some parties  about accelerating consideration of the baseline 
issue, and/or how to collect the data identified in the Decision so that parties are ready for 
Phase 3.  
 
Please contact me with any questions or comments.  


