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PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Examine the Rulemaking 09-01-019
Commission's Energy Efficiency Risk/Reward (Filed January 29, 2009)
Incentive Mechanism.

SETTLEMENT AGREEMENT BETWEEN AND AMONG
THE OFFICE OF RATEPAYER ADVOCATES, THE UTILITY
REFORM NETWORK AND PACIFIC GAS AND ELECTRIC COMPANY

I INTRODUCTION

In accordance with Rule 12.1 of the California Public Utilities Commission’s
("Commission") Rules of Practice and Procedure, Pacific Gas and Electric Company, ("PG&E")
the Office of Ratepayer Advocates, ("ORA") and the Utility Reform Network ("TURN")
(collectively referred to as “the Parties” or individually as a “Party™), hereby enter into this
Settlement Agreement to resolve issues raised in the Order Instituting Rulemaking to Examine
the Commission's Energy Efficiency Risk/Reward Incentive Mechanism, Rulemaking (R.) 09-01-

{19, that are currently pending before the Commiission.

II. RECITALS

A. Pursuant to Decision 15-09-026, the Commission re-opened this proceeding in
September 2015 to re-examine three Decisions involving the four investor-owned utilities
("IOUs™) energy efficiency shareholder incentive awards for the 2006-2008 energy efficiency
portfolios.

B. The I0Us' 2006-2008 energy efficiency portfolios were approved by the

Commission in Decision 05-09-043.



H. The Commission replaced the RRIM following the incentive awards for the IOUs'
2009 Energy Efficiency Portfolios due to disputes over the functioning of the mechanism.

L The Commission approved an energy efficiency shareholder incentive mechanism
in Decision 13-09-023, entitled the Efficiency Savings and Performance Incentive ("ESPI™), to
reward the IOUs' for energy efficiency savings achieved in 2013 and beyond. Under the ESPI
mechanism, as revised by the Commission in Decision 15-10-028, the IOUs request energy
efficiency shareholder incentives by filing an annual advice letter on September 1 of each year.

J. On November 19, 2014, TURN and ORA filed petitions for modification of
Decision 10-12-049, which requested that the Commission rescind the Decision. ORA's petition
for modification requested, in the alternative, that the Commission grant TURN and ORA's
application for rehearing of Decision 10-12-049,

K. In Decision 15-09-026, the Commission granted TURN and ORA's applications
for rehearing of Decisions 08-12-059, 09-12-045. and 10-12-049. The Commission identified
four issues to consider on rehearing: (1) whether the amount of the IOUs' incentive awards is
"just and reasonable”; (2) whether the incentive awards were based on calculations verified by
Energy Division pursuant to the processes adopted and modified in the underlying proceedings;
and (3) whether refunds are due; and (4) how any refund would be accomplished.¥

Is, Pursuant to the Amended Scoping Memo, the IQUs, the Natural Resources
Defense Council ("NRDC"), ORA, and TURN filed proposals to resolve the issues in dispute on
March 18, 2016.

M.  PG&E's March 18, 2016 proposal sought to retain its full incentive awards for the
2006-2008 period on the grounds that it was reasonable for the Commission's Decision to use ex-
ante savings values instead of ex-post savings values, as was originally required in Decision 07-
09-043. PG&E’s proposal also sought to demonstrate that PG&E’s total award was just and

reasonable by including an alternate analysis which calculated the award on an ex-post basis,

4/ ORA did not join TURN's application for rehearing 0of D.09-12-045,
3/ fd,p. 78, 0P 6.



ESPI Advice Letter. PG&E, in its sole discretion, may accelerate this offset schedule by
increasing the annual offset required by this Settlement Agreement.

3. PG&E will include in its ESPI Advice Letter due September 1, 2016, a
conditional request to offset the amount of PG&E's shareholder incentive award by $5,823,000.
The request will be conditioned upon Commission approval of the Settlement Agreement in its
entirety prior to the issuance of the final resolution on the ESPL. If a Decision on the Settlement
Agreement is issued following the filing of the September 1, 2016 ESPI Advice Letter, but prior
to the Commission's issuance of the resolution approving the ESPI Advice Letter, PG&E will
either file a supplemental Advice Letter to amend its ESPI Advice Letter and/or indicate in its
comments on the draft resolution regarding the ESPI Advice Letter the following information:
(1) the Decision on the Settlement Agreement is final; (2) whether the Settlement Agreement
became effective; and (3) if the Settlement Agreement is effective, that the offset requested in the
Advice Letter is no longer conditional and should be approved.

4. In the event PG&E's ESPI award (or an incentive award pursuant to a
successor energy efficiency shareholder incentive mechanism) in any year is less than that year’s
intended offset, the full shareholder incentive award that year shall be offset, and the difference
between that year’s intended offset amount and the actual shareholder incentive award offset
shall be added to the subsequent year’s offset and included as an additional offset in PG&E's
next request for an energy efficiency sharcholder incentive award.

5. PG&E, in each vear that it offsets its shareholder incentive award to
comply with this Settlement Agreement, shall send a copy of its Advice Letter or such other
document in which PG&E requests its shareholder incentive award, to parties on the service list
for Rulemaking 09-01-019.

6. In the event that the total amount of $29,115,011 has not been fully offset
from shareholder incentive awards by the end of the five-year period following the Settlement
Agreement Effective Date, PG&E will reduce electric and gas revenues in an amount equal to

the remaining balance that PG&E had not previously requested to offset against energy
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the matters stipulated herein. The Parties agree, however, to negotiate in good faith with regard
to any Commission-ordered changes in order to restore the balance of benefits and burdens, and
to exercise the right to withdraw only if such negotiations are unsuccessful.

4, Upon the Settlement Effective Date, TURN and ORA agree that this

Settlement Agreement resolves all issues in the Petitions for Modification of Decision 10-12-049

in regards to PG&E.
C. General Terms and Conditions
1: The Settlement Agreement js intended to be a resolution among the Parties

of all issues raised in Rulemaking 09-01-019, including all disputes regarding the following
Commission Decisions in regards to PG&E: 07-09-043, 08-01-042, 08-12-059, 09-12-045, 10-
12-049 and 15-09-026, and all issues regarding the amount of PG&E's 2006-2008 shareholder
incentive award. None of the Parties admit or concede error in any of the Commission Decisions
as part of this Settlement Agreement.

2. This Settlement Agreement is a negotiated compromise of issues. Nothing
contained herein shall be deemed to constitute an admission or an acceptance by any party of any
fact, principle, or position contained herein. Notwithstanding the foregoing, the Parties, by
signing this Seftlement Agreement and by joining the Motion requesting Commission approval
of this Settiement Agreement, acknowledge that they pledge support for Commission approval
and subsequent implementation of these provisions.

3. The Parties agree by executing and submitting this Settlement Agreement
that the relief requested herein is just, fair, and reasonable, and in the public interest.

4, The Parties understand that time is of the essence in obtaining the
Commission's approval of this Settlement Agreement and that each will extend its best efforts to
enable the Commission to issue a final Decision approving the Settlement Agreement in 2016.

3. The Settlement Agreement is not intended by the Parties to be precedential

regarding any principle or issue. The Parties have assented to the terms of this Settlement
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