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1. Introductlon and Summary 

By Dccision (D.) 97-02-014, the Commission estabHshcd thc California 

Board for Energy Efficicncy (CBEE) to makc rcconunendations about cnergy 

efficiency programs in the rcstructurcd electric industry. The Comn\ission 

dctermined that ncw administrators of energy efficiency progran\s would be 

selected through a competitive bidding process. Among other things, CBEE was 

assigned the task of developing requests for proposals (RFPs) articulating policy 

and programnlatic guidelines for new administrators of thesc programs, subject 

to Con\inission approval.' Pursuant to Public Utilities Code § 381, funding for 

energy e((iciency and other public goods programs will be accomplished through 

a nonbypassable rate conlponenf of the local distribution service, referred to as 

the Public Goods Charge (PGC). 

Today's decision is contingent upon the continuance of the new 

administrative structure estabHshed by 0.97-02-014 and subscquent decisions, 

which is currently being rcviewed by the Commission in light of a rec('nt ruling 

by the State Personnel Board's (SP8) Ex('(utivc Dir('(tor. On February 4, 1998, the 

Acting Ex('(utivc Director of the SPB stated by Ictter ruling that the agrcen)cnts 

between CBEB and its administrative and technical consultants were 

disapproved. This action was pursuant to a complaint to the SPB by the 

California State Employecs Association. A related complaint by thc Association 

of California Attorncys and Administrative Law Judges regarding agrcen\cnts 

(or legal consultant services is currently pcnding at the SPB. 

1 D.97-02-014 also C'stablished the Low·lncome Governing Board (UGB) as an advisory 
board concNning )ow·inconlc assistance progran)s. UGB has not yet submitted an RFP 
or policy rulcs (or Our consideration, so the focus of today's decision is on energy 
efficiency program administration. 
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\Ve issue today's decision to facilitate expeditious impielucntaUol\ of the 

tasks facing us to further Cali(ornia's energy efficiency goals In a restructured 

industry. OUf intention is to stay the course established by D.97-02-014. 

However, if this course is not found feasible by June 30, 1998, We will consider 

alternatives, including the option of continued utility administration. 

Accordingly, today's decision addresses CBEE's proposed policy rules and RFP 

on a conditional basis. Today's adopted policy rules will 'not be implemented 

until further COllul\issioJ\ dirEXtiori is given. Similarly, the approved RFP 

package will not be released until we so order. 

Subject to the condition describ~d above, we approve the policy rules and 

RFP proposed by CBEB for energy efficiency program administrators, with 

certain modifications. We eliminate renewable sell-generation electricity projeds 

from the definitionol energy efifci!'ncy in the polity rules, RFP and model 

contract. Should CBBE wish the Commission to reconsider inclusion of 

renewable self-generation in this deiinition after more public input and 

workshops, it may resubmit this recommendation under the procedures outlined 

in the decision. 

As discussed in this decision l we generally adopt CBEE's 

recommendations regarding aWHate rules and code of (onduct by 

administrators.) However, we modify eBEE's proposed rules to allow the 

transier of employees to affiliates of administrators, subject to the safeguards 

contained In our adopted utility aUiliutc rules. In addition, we direct the utilities 

and administrators (utility or nonutility) to provide information to CBEB and the 

Commission about the energy efficiency market and its participants as the 

J \Ve use the tcrm "administrator" al\d IIprogram administrator" intcrchangeably 
throughout this decision. 



\ R.94-04-Q31,1.94-04-032 ALJ/MEG/mrj:f 

market develops, including the number and dollar value of contracts between 

administrators, affiliates and other entities providing energy efficiency services. 

We also make certain changes to the proposed rules and RFP to remove 

references to CBEll where, in our vie\v, those references 1) inappropriately 

delegate decision making authority to CBEE or 2) prematurely conclude that 

CBEE can receive reimbursement funds or enter into contracts. In particular, we 

clarify that CBEE's recommendations regarding the role of program 

admhlistrators in nonexduded implcrneiltation [UnenOllS \vill be subject to 

Commission approval. Because of issues regarding the SPB and CBEE's legal 

structure, we are still in the process of consideriI\g certain elements of the 

contracting process, such as what entity or entities will hear protests, serve as 

contracting agent and serve as procurement official. Therefor~, we defer 

considerMion of CBEE's proposed model contract until these issues arc clarified 

by further Commission order. 

\Vithin 20 days of the effective date of this order, CBEE should file a 

revised RFP package, including the policy rules to reflect the modifications and 

clarifications adopted by today's decision. This compliance filing should be filed 

at the Com.mission's Docket Office and served on the Special Public Purpose 

service list in this proceeding. The Cotnmission will respond to this filing by a 

letter [ronl Our Executive Director, after consultation with the assigned 

Commissioner. 

The term set forth in CDEE's proposed RFP and accompanying model 

contract requires the Commission to seek a waiver from the Departn,cnt of 

General Services (OGS) to extend the term beyond 36 months. \Ve direct our 

Executive Director to seek such a wc1iver as expeditiously as possible. 

Accordingly, we condition our approval of CDEE's proposed contract term upOn 

DGS's approval of our request for a waiver. 
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2. Procedural Background 

On November 24,1997, CBEE filed its proposed RFP lor selection of 

program administrators, policy rules for energy efficiency activities, afiiliate rules 

and related appendices, pursuant to the assi"gned ALJ's implementation rulings.) 

The following parties filed written comments on December 10, 1997: 

California Energy Conunission (CHC), DGS, Energy Pacific, National 

Association of Energy Sen'ice Companies (NAESCO), NaturalRcsources 

Defense Council (NROC), Pacific Gas alld Electric Company (PG&E), Residential 

Energy Efficiency Clearing House, Inc. (REECH), Residential Service Companies 

United Effort (RESCUE)/Insulation Contractor Association of California 

(ICA)/SESCO, Inc. (SESCO), Sacramento Municipal Utility District (SMUD), 

San Diego Gas & Electric'CoIllpany (SDG&E), Schiller Associates (Schiller) and 

Southern Califoq\ia Edison Company (SCE)" In addition, CBEE re<eived oral 

con'ln'lents at a CBEE meeting on December 16, 1997. 

CBEE reviewed all of the written and oral comments and developed 

responses to those cOn\n\ents at its meeting on December 16 and 17, 1997. eBEE 

filed a detailed response on December 19, 1997, explaining why it agreed or 

disagreed with the (omn\enting parties, by issue. On January 31 and 

March 11,1998, pursuant to (he assigned ALJ's December 22, 1997 ruJing, CBEE 

filed language revisions to its proposed RFP, contract and policy rules. These 

revisions were based on CBEE's agreement with some of the revisions and 

) See the AL} Ruling of October 27, 1997 on implementation milestones, and previous 
rulings. 

t Comments (ron\ REECH and SMUD were filed late at our Do<:ket Office, but were 
received in a timely basis by CBEE. \Ve find that no party has been adversely a((C(tcd 
by the delay and will accept the comments late-filed. 
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clarifications recommended by the parties and on recommendations made by the 

COlnmission's contracting staff. 

Beforc turning to the issues in this case, we want to commend eBEE (or its 

commitment to providing significant and meaningful opportunities lor public 

review of and COlnment on its RFP proposal. Por several months prior to the RFP 

filing, CBEE worked with interested parties to explore issues, review options, 

and develop r«ommendatiol\s on how to hriplement the new policy objectives 

and administrative structure adopted by the Comtriission in D.97-02-014.COEE 

directed its consultants to prepare issue papersl reports and memos on key issues 

to assist CBEE in reviewing options and developing recommendations. eBEE 

reviewed the various documents, discussed the issues at many board meetings, 

and sponsored two public workshops on October 1 and October 30,1997. ]ssue 

papers and draft poCuments were distributed to the CBEE's Technical Advisory 

Conunittec, posted on CBEE's web site and made available (or written (omment 

and public disclJssion at CBEE meetings. This approa~h has provided CBEE, in 

developing its rccommendations, and the Con\mission, in reviewing those 

recom.mendations, invaluable access to public input. 

3. Policy Rules for New Program Development and Implementation 
[Rules I -VII] 

Attachment 2 presents our adoptcd policy rules, marked to indicatc all 

changes to CBBE's proposal. 

In this section, We address issucs raised by interested parties with respect 

to Sections I through VII of COEE's proposed rules. These sections address 

1) policy objectives, 2) roles and responsibilities under the administrative 

structure,3) program design requirenlcnts and cligibility guidclines, 4) measures 

of valuc and performance, including cost-effcctiveness 5) program dcsign 

requirements and cligibiJit}' guidclincs,6) market assessment, evaluation and 

-6-
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performance measurement and 7) compensation and performance incentives for 

progrant administrators. 

The common concerns that underlie comn\ents made by parties on 

Sections I through VII arc: 

1. CBEE's proposed policy rules include n\arket transformation 
activities that arc bI'oader than the ConunissioI\'s objectives 
articulated in D.97-02-014 (Energy Pacific); 

2. Market transformation is not sufficiently well-defined to provide 
a meaningful basis (or designing, implementing and evaluating 
programs (Energy Pacific, REscUE/ICA/SESCO); 

3. The policy rules should rely primarily on measured energy 
savings in determining cost-effectiveness and in establishing 
funding allocation priorities (Energy Pacific, 
RESCUE/ICA/SESCO, &hiller, Sierra Club); and 

-
4. Market participants, not public agencies, arc the appropriate 

bodies to determine how best to meet the Commission's market 
transformation objedives, as well as whether they arc being met 
(Energy Patific, Sierra Club). 

To address these issues, we first turn to the policy language of our 

previous decisions. In our Preferred Policy Decision (D.95-12-063, as Jl\odified by 

D.96-01-009) and in 0.97-02-014, we articulated new policy objectives to guide 

energy efficiency program spending that replaces the former objective o( 

resource acquisition. In the Preferred Policy Decision, we stated: 

liThe primary motive behind utility investment in energy efficiency 
has been to defer or avoid the high costs of new generation. 
However, in a restructured environment, evaluating 
cost-effectiveness on the basis of utility resource deferral nlay no 
longer be as relevant. The May proposals stated a preference (or 
publicly funded energy efficiency programs to shift to those 
programs itl the broader public interest, for example, progran\s with 
market transformation effects and education efforts that would not 

-7-



otherwise bc provided by the competitive market. \Ve continue to 
prefer this two-track approach. 

IIWC recognize that there are many definitions of market 
transformation and education activities, and we will not attcmpt to 
refine those definitions today. In general, it is appropriate to uSc 
public funding to ensure that energy users have information about 
n\anaging their energy usc .... It may also be appropriate to continue 
to provjde financial incentives for energy efficient products and 
services. Any such financial incentives should be focused on 
transforming the fi'larkel (or energy efficient products and services; 
some examples of these activities are the Super-Efficient Refrigerator 
Program, and manufacturer rehates for compact fluorescent light 
bulbs and high-efficiency motors. We expect that public funding 
would he needed only (or a specified and li.mted pcriods of timc, to 
cause the market to be transfoimed./J (0.95-12-063, as modified by 
0.96-01-009, mime6., pp. 155-156; see also Conclusions of Law 82, 83, 
and 84.) 

In D.97-02:014, we referred to the policy direction of the Preferred Policy 

Decision and further articulated out expectations regarding market 

transformation, as follows: 

"Today, we tea(firm our con\n\itment to ratepayer funding for 
energy effidency as a transitional step toward the deve1opn\ent 01 a 
(ully competitive market in energy efficiency services. In our view, 
the mission of nlarket transformation is to ultimately privatize the 
provision of cost-effective energy efficiency services so that 
customers seck and obtain these services in the private, competitive 
market. 

"This wm requite a two·pronged approach. First, we n('Cd to 
promote a vibrant energy ef(iciency services private industry that 
can stand on its own. This wilt require programs that encourage 
direct interaction and negotiation between private energy efficiency 
service providers and customers, building lasting relationships that 
will extend into the future. Second, we need to promote effective 
programs that will simultaneously transform the 'upstream' market 
(e.g., manufacturers and retailers) so thM encrgy efficicnt products 
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and services are available and advertised by private vendors and 
builders_ 

II... As described above, energy etliciency progr<1ms will be 
designed to tr<1llsform the marketplace in order to reduce 811d 

eventually elin\inate barriers to energy e((icient solutions being 
adopted by providers and consun\ers of energy. OVer the next four 
years, $ubstaI\tialmoney will be spent in support of this"market 
transformation process. If these programs arc suc(essful in 
eliminating market barriers, they will no longer be needed. We 
choose to leave to future Commissions the determination as to 
whether market barriers remain, whether (ontinued efforts to 
transformm(\rkets are requited and whether continued ratepayer 
funding is warranted." (0.97-02-014, pp. 21, 22.) 

"Out focus for enetgy efficiency programs has changed from trying 
to influence utilitydedsionmakers, as monopolypl'oviders of 
generation services, to trying to transform the market so that 
individual <ustoIrters at\d suppliers in the future, competitive 
generation market will be making rational energy service chokes." 
(D.97-02-014, Finding of Fact I, p. 81.) 

We reiterate out previous statenlents, in particular our commitment to 

cost-eUective en(>rgy efficiency programs, market transformation goals, and the 

desire to ultimately privatize the provision of these services_ 

\Vc observe that much of the debate over the specific language of the 

policy rules, including (osl-e[(ectiveness criteria, stems from a fll1\damental 

disagreement over what types of activities should be included and emphasized 

under market transformation. For example, those parties that re(ommend 

adoption of project-specific cost-effectiveness requirements, using measurements 

that are conventionally understood (e.g., energy savings), prefer that the "lirst 

prongll of the Con\mission's gutdan(e in 0.97-02-014 be pron\oted through 

standard performance (ontracting (SPC). 

We reject this restrictive interpretation, and concur with eBEE that no 

clement of the two-prong statement in D.97-02-014 or the text surrounding it 

-9-
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suggcsts that this should be construed as an exhaustive description of the 

activities or considerations for energy efficiency funding, or that the additional 

Commission guidance articulated inthe Preferred Poticy Decision should be 

ignored. We have reviewed the proposed policy rules, in particular Rule 1I~6, 

and find that the rules appropriately consider the various aspects of market 

tratlsfoimation discussed in our policy decisions. 

In view of our market transformation objectives, We find that CBEE's 

proposed changes in the definition and calculation 6f cost-effectiveness are 

appropriate. We note that our eXisting deoland-side management (DSM) rules 

do not require that all programs individually pass a test of cost-effectiveness. 

They state that the reason lor exempting certain progralns is that energy savings 

arc difficult to measure. Similarly, it would be imprudent to restrict n'arket 

trans(orn,ation {tjnding to only those activities for which some measurcn\ents 

(e.g., energy) are less controversial. 

CBEE's proposed cost-effectiveness rules ensure a broad portfolio of 

market transformation activities that meet the Con'lll'l.ission's objectives. These 

rutes echo the direction from the Legislature and this Commission that 

PGC-funded. energy efficiency activities produce benefits in excess o( costs. For 

example, Rule 11-1 states that the goal o( PGC-funded energy-efficiency programs 

is to provide in·state benefits through cost-effective energy-efficiency and 

conservation programs. Rule IV-t requires as a threshold criterion for eligibility 

that the portfolio of proposed programs must be shown to be cost-effective on a 

prospective basis. Ongoing demonstration of continued expectations for 

cost-effectiveness of the portfolio (on at least an annual basis) is a condition for 

continued receipt of PGC funds. (Rule IV-3.) 

Furthermore, nothing in the policy rules precludes this Commission (rom 

taking the cost-effectiveness of individual programs into consideration when we 

-to -
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review the annual program recommendations. (See Rules IV-4 and V-:i.) As 

described in CBEE's filing, CBEE and the new adnlinistrators will jointly develop 

annual progran\ plans and budgets to be submitted in the form of Advice Letter 

filings to the Commission by OCtober 1 each year. We direct CBEB and the new 

administrators to provide program Or project-specific (as appropriate) 

cost-eUectiveness results (prospective) as well as the portfolio total 

cost-(>ifectivcness When making this submission. 

We also endorse CBBE/s reCommendations to conduct independent n\arket 

assessment, prograu\ planning and program evaluation in developing 

reconunendations to the COintnission regarding future program design and 

funding allocation. Some parties suggest that placing funds at the disposal of 

private market participants in return for guaranteed energy savings (e.g., 

through the SPC program) is sufficient to ensure that the market will be 

transformed. We ca1\not draw any conclusions at this time on SPC/s market 

transforming potential in California because until 1998 there has never been such 

a program in California. Nor do we belleve it is possible at this time to identify 

the most or only appropriate ways in which to transform markets. In our 

opinion, reliance on private market participants to self-certify the consistency of 

PCC·funded activities with our overall market transformation objectives is 

simply inconsistent with J\\inimat standards of accountability to ratepayers. 

Instead, we intend to ensure accountabilit}' by conducting independent analysis 

of the PGC·funded programs as we proceed to implement programs that pron\ise 

market transformation effects. CBEE's proposed rules "ppropriate1y reflect this 

approach. (See Rules VI-l to VI·4.) 

As CBER pOints out, the development of workable market transformation 

program planning, implementation and evaluation concepts will require n\ore 

time and effort b}' COEn and interested parties. \Ve do not believe that the 
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absence of details regarding funding allocations and definitions at this time 

should hold up the RFP process. This is not ufllike the situation faced by the 

utilities inlmediately (oJlowing our dedsi.oll to' authorize shareholder incentives 

for DSM. At that time, there wete no a~cepted protocols (or measuring energy 

savings. Absence of agreed upon protocols was not used as atl eXcuse to hold up 

aggressive implementation of a broad portfolio of enhanced DSM programs. 

Instead, parties worked colJaborativel}' at\d diligently through public workshops 

to develop protoc(}ls, which continue lobercfined to this day. 

eBEE has proposed a sirlli1ar public workshop process lor working out 

imp(}rtant implementation issues (or PGC-lunded activities, and we endorse that 

approach. (See Rules II-S, V-S, VI-4.) Attachment 3 presents an illustrative 

example of program development, planning and timelines using the joint 

planning process. proposed by CBEE. 

CBEE requests that we darifythe process by which updates to the policy 

rules should be made. After cortducting the workshops, CBEE should file any 

proposed revisions to the rul('S adopted by today's order (or our consideration as 

a Petition lor Modification under Rule 47 of our RuJes of Practice and Procedure. 

The Petition (or Modification should be filed at the Commission's Docket Office 

and served on the Spedal Public Purpose service list in this proceeding or on the 

servi~e list of any sUCcessor proceeding. Any revisions to the policy rules 

adopted today witl be made by Comn\ission decision. 

However, one definition requires clarification today. In its proposed rules, 

CBEE includes renewable self·generation projects in its definition of energy 

efficiency and energy efficiency measures. (See Attachment 2, Appendix A.) 

This definition is also included in the proposed RFP and sample contract. NROC 

objects to the inclusion of gel\cralion technologies, renewable or otherwisc, in the 

definition of energy effidenC}', stating that this expansion of definition represents 

- 12-
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a significant change (rom the intent of the Legislature and this Commission. CEC 

notes that the inclusion o( renewable self-generation in the definition of energy 

efficiency could exclude other valuable on-site measures Itonl consideration and 

create possible overlaps or confusion, since renewable self-generation 

technologies are already eligible for surcharge funding through the Renewables 

program adrninistered by the CEC. \Ve find n\crit to these objections and 

eliminate renewable self-generation electricity projects iron\ the definition of 

energy efficiency in both the policy rules and the RFP. 

Should CBEE wish the Commission to reconsider inclusion of renewable 

self-generation in the energy efficiency definition alter more public input and 

workshops, it may resubmit this rccommendation under the procedures 6utlined 

above. We encourage CBEE to coordinate with the CEC on these matters. In 

making its I'ccoll\mel\dation, CBEB should specifically address the conCerns 

discussed by CEC and NRDC in their Deccmber 10, 1997 comments, and any 

other concerns raised by participants at the workshops. 

Several other issues regarding the proposed policy rules Were raised by 

individual parties, including the roles and responsibilities of program 

administrators and other clHilies, treatment of state agencies in the bid process 

and access to utility-held information by providers and customers. (Sec Table 1 

ofCBEE's December 19,1997 filing.) We have reviewed CBEE1s responses to 

these issues, and concur with them, except as noted above.s 

In particular, the rules dired that separate residential, nonresidential and 

new construction administrators (total of three statewide) be seleded to 

$ \Ve address the issue of access to information in our discllssion of Rules VIII and IX in 
the following sC(tion. 
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administer energy efficienC}' programs.' SMUD and Energy Pacific object to the 

separation of new construction fronl retrofit applications, and prefer an ... 

administrative structure with two statewide administrators: one for residential 

and one lor nonresidential programs. 

The development of CBEEis proposal with regard to number and 

organization of administrators has involved extensive analysis and public input. 

A wide range of options was considered} including SMUDts and Energy Pacific's 

preferred approach, in detailed issue papers prepared by CBEE/s technical 

services consultants. These papers were presented and discllssed at various 

public meetings and workshops during the fall of 1997. We have reviewed 

CBEE's analysis of options, and concur that of all the approaches consideroo, the 

combination of residential, nonresidential and new construction administrators is 

the most reasonaple. This approach best balances the objectives of: 1) presenting 

each administrator with a scope of responsibilities that is limited enough to be 

within the (apabilities of a wide range ot entities, thus allowing for a substantial 

market response to the RFP, 2) limiting the risks attendant on the possibility that 

one or more adn\inistrators might fail to perform adequately, 3) keeping the total 

number of administrators small enough to lead to a manageable administrative 

assignment on the part of the CBEll, 4) ensuring that the responsibilities of each 

administrator are sufficiently dearly delineated to guard agaitlst the possibility of 

program gaps, overlaps and jurisdictional ambiguities; 5) giving the CBBE as 

n,any options as possible in tailoring the selection of administrtltors to the mix of 

skills across proposers and 6) ensuring that administrators' responsibilities arc 

, Proposers would be allowed to bid on as nlany of these three positions as they wish, 
but the same entity will not be selected to be both the Residential and Nonrl'sidl'ntial 
program administrator. 
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structured in a manner that reasonably approxirnatcs the manner in which actual 

energy efficiency markets are structured. 

On the issue of state agency bidders, we believe that the role of progran\ 

administratorl as defined by this Commission, is well suited to eithcrpublic or 

private entities. To ban state agencies from bidding, as Schiller suggests, would 

inappropriately eliminate potentially qualified progranl administrators ftom 

consideration. However, We (oncur with CBEE that state agencies should be 

treated nO different for purposes of the selection process and criteda Or 

limitations on an administrator also performing iinplementation. Moreover, the 

RFP should reveal to other potential proposers that a state agency may subn\it 

proposals and re<:eive an award. 

On the issue of perfoi~ance incentives for program administrators, we 

note that the proposed pOlicy rules establish a two-part compensation structure, 

which includes both a base-level of compensation and a performance incentive. 

Rules VII-1 to VII-8 provide general guidelines on what forms of incentives, to be 

proposed by bidders, arc (ollsidered appropriate. The revised policy rules 

proposed by CBEE on January 31, 1998 state that these incentives are to be 

included in the bidder's binding proposal for total cost caps, as discussed in the 

proposed RFP. (See Rule VII-1.) This darification addresses our concern that the 

rules did not initially spedfy the inclusion of any performance incentives in the 

total award to winning bidders. 

In its March 11, 1998 filing, CBEH raised the issue of funding for gas energy 

efliciency programs. \Ve are in the process of exploring a g(1S surcharge 

mechanism and, in the interim, the guidance we have provided in 0.97-02-014 is 

in eUect. We prefer the approach taken in 1998. Gas utilities voluntarily worked 

with CBBE, used the interim policy rules for gas-funded activities, and combined 

electric and gas funding into single programs. In any cvent, today's adopted 
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policy rules arc intended to apply to both eleetric- and gas-funded activities 

when the interin\ adnunistration period is over. 

Finally, regulated utilities should be barred frOJ}) using ratepayer funds for 

preparation of bids, as this would give them an unfair advantage OVer other 

competitors. Any ieguhlted utility that subl'))its a bid for program adn\inistrator 

must certify that the source of funding for preparation of the bid did not invOlve 

ratepayer funding, including PGe, gas DSM or carryover funds. 

4. Affiliate Rules and Code Of Conduct for Administrators [Rules VIII 
and IX] 

As directed by D~97-09-117, CllEE's proposedpoJiey rules indude affiliate 

rules applicable to the administration of energy efficiency programs. CBEE's 

proposed rules also indude a Code of Conduct that applies to an administrator's 

interaction with ~onaffiliated persons, irnplementors and other entities. 

(See Rules VIII and IX.) 

CBEE has attempted to coordinate the development of proposed a(filiate 

rules for energy efficiency administration with the development of utility affiliate 

rules in ]{ulen'aking (R.) 97-04-011/Investigation (I.) 97-04-012. Copies of the 

CBEE's proposed aftiliate rules were scrved on the service list in that proceeding 

on November 24, 1997. On December 16, 1997, we adopted final utility affiliate 

rules. CBEB incorporated much of the 1anguage of these rules into its 

Jelnuary 31, 1998 filing. 

In the following sections, we 1) describe CBEE's proposed rules regarding 

the Administrator's Code of Conduct, 2) describe CBEE's proposed a((iJielle rules, 

3) highlight the differences betwecn CllEE's proposed rulcs and the affilielle rules 

adopted in D.97-12-088 and 3) consider CBEE's proposal and parties' (ornmcnts 

in light of our overall policy objectives for energy efficiency program 

administration. 
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4.1 CBEE's Proposed Code of Conduct 

CBEE's ploposed Code of Conduct is included in Policy Rules VIII-! 

to VIII-9, as revised in CBEE's January 31, 1998 filing. These tules require an 

administrator to: 

(1) use a ~orporate identificati<?,ndesignatedby the CBEE lor 
PGC-funded tasks ande((orts rather than its own 
corporate identifiCation, unless permitted to do sobythe 
CBEE (Rule VIII-2)j , 

(2) maintait\$eparat~ books and t~cord$ for PGe~funded 
activities ac~()tdingtogenerany ac~epted accounting 
principles (Rule VlIl .. 3); 

(3) abstain -from performing any progran\ implementation 
function \vithout the approval of the CBEE (Rule VIII-4); 

(4) ~bstain lromtying access to PGe-funded activities to'the 
purchase or USe of non-PGC-funded products, services or 
programsoffeted for sale by the administrator 
(Rule VIII-5)i 

(5) file a plan with the CBEE to ensure that t'lonpublic and 
confidential or proprietary information atquited in the 
performance of its duties ftom implementors and other 
market adors will be protected from misuse with said 
plan to be approved prior to acquiring such information 
(Rule VIII·6)i 

(6) establish a nondiscriminatory process by which 
irnplementors may have access to utility customer 
information and other information received by the 
administrator It adequate customer privacy protc<:tions ar~ 
included and approved by the caBE (Rule VIII-7.); and 

(7) establish internal procedures for approval by th~ eBEn 
whkh ensure that the administrator will not unfairly 
discCiminate tn its trcabnent of any entity I market actor or 
implementor through the design, processing, evaluation 
and selection, administraUon of bIds, requests or 
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negotiations of contracts or in the performance of any of 
the functions necessary to provide the scope of services 
required of an administrator (Rule VIII-8). 

The rules incorporate the Code of Conduct as a provision of each 

administrator's contract. (Rule VIII-I.) The rules allow fleXibility in applying a 

penalty to fit the violation of the Code. Under the ptoposed rules, an 

administrator's contract may be revoked for a violation of the Code of Conduct. 

(Rule VIII-9.) 

4.~ CBEE's Proposed Alilllate Rules 

CBEE's proposed a(filiate rules are contained in Policy Rules IX-l to 

IX·S, as revised in CBEE's January 31, 1998 filing. (See Attachment 2.) These 

rules apply to all administrators (utility or otherwise) and their affiliates in\'olved 

in PGC-{unded c!lergy efficiency efforls and activities. However, several rules 

apply only to a utility administrator and involve access to utility information and 

regulatory oversight, including complial\ce with the Commission's affiliate rules 

adopted in 0.97-12-088. (Rules IX-7(1) to (4).) 

CBEE's affiliate rules linti! participation in PGC-{unded programs if 

those ptogran,s arc overseen by an affiliated administrator. In such a 

circumstance, aUiliates of that administrator n,ay participate only in SPC 

programs and may receive (aU affiliates in aggregate) no rnore than 15% of the 

PGe funds expended {or implementation of those SPC programs. In response to 

comments, CBEEts RFP language also prohibits affiliates of an administrator 

(e.g., for residential progran\S) {rom a1so serving as an administrator (e.g., (or 

nonresidential progran\s).' Otherwise, an affiliate of an administrator may 

, See CBEE's proposed RfP filed on J\iarch It, 1998, page (·2. 
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participatc without limitation in any PGC-funded program administered by al\ 

unaffiliated administrator, and in any tnarket activity for which it does not 

receive pec funds 

Two distinct provisions in eBEE's Code of Conduct rules are also 

included in CBEE's atfiliate rules: (1) the requitcrrt~nt that a firm acting as an 

administrator use a corporate identification (namc, logo, etc.) established by the 

CBEE rather than its own corpOrate identilication when performing 

administrator fOnctions and (2) the ability ()£ the CBEE to authorize an 

adn\inislrator to share utility customer information with itnplernentors without 

the prior affirmative written consent of the customer, if adequate customer 

privacy safeguards are ~stablished. With regard to the administrator's corporate 

identification, the rules permit its nondiscriminatory use by hrtplen\entors 

(including the af(iliates of an administrator) or by third parties, subject to CBEB 

approval. The firn\ selected to be the administrator may continue to share its 

private corporate identification with its affiliates to the extent otherwise . 

permitted by law (e.g., subject to the affiliate rules adopted in D.97-12-088). 

CBEE's proposed rules include nondiscrin\ination, separation, 

disclosure and information and oversight requiren\ents similar to the 

Commission's use of such categories to develop its affiliate rules in D.97-12-088. 

These requirements apply to SPC programs in whkh affiliates of the 

administrator ovetseein$ the SPC program are participating and receiving PGC 

(unds. They apply to all administrators and their affiliates. Except as noted 

below, CBBE's proposed rules mirror the wording and scope of the 

Commission's rules for utilities and their affiliates. Following is a brief overview 

of these Jules by type of requirement. 
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4.2.1 Nondiscrimination RequJr~ment$ [Rules IX-6(1)-(6») 

These sections of the aililiatc rules prohibit unfair 

discrimination by an administrator in favor of its affiliate(s) or against 

nona((iliatcd entities for any tasks or activities performed as part o( the SCope of 

Service for an administrator. These prohibitions include restrictions against an 

administrator providing leads to its affiliates or tying its services as an 

administrator of PGC [unds to a requirement to take or purchase non .. PGC 

funded goods and services that it also offers. These requirements diredly 

parallel and mirror provisions in Part III. A of the affiliate rules adopted in 

D.97-12-08S. 

4.2.2 Separation Requirements (Rules IX-6(7)-(18») 
This section of the CBEB's affiliate rules also employs 

separation requirements to mitigate the potential for affiliate interest abuse. The 

language of this section, except as noted below, closely parallels the requiren'lents 

imposed by the Commission in the utility affiliate rules (Part V). Consistent with 

Section V.F of those rules, an administrator ~annot trade upon, promote or 

advertise its afEiliateis affiliation with the administrator, or vice versa, except as 

permitted by the CBEE. (Rule 1X-6(14).) Similar to Sections V.A and B. of the 

Commission's utility affiliate rules, eBEll's proposed rules require an 

administrator and affiliates to be separate corporate entities and to maintain 

separate books and records, subject to eBES and Commission review. 

(Rules IX-6(S) and (9).) Also consistent with D.97-12-088 (Parts V.C and G), the 

proposed rules prohibit the sharing of en'ployees, facilities and equipment except 

for (Orpor,lte support. (Rule IX-6(7) and (10).) 

However, son'e of CBEE's proposed separation requirements 

dif(er from those adopted in D.97-12-088. In particular, the utility affiliate rules 

do not bar affiliates from using the name and logo of a regulated utility. Instead, 
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the Commission required utility a((iliates to providc disclaimers that dearly 

indicated to custOlnets that a regulated utility and its affiliates were not the samc 

company and that a regulated utility could not discriminate ii, favor its affiliates. 

CBEE's proposed rules regarding corporate identification take 

a different approach, one that CBEE considers to be consistent with the desired 

role of administrators in the energy efficiency market. Under CBEE's proposal 

the firms selected as program administrators are identified under a generic 

statewide identificatiol\ (name, logo, service mark or "brand t/
) when acting as the 

administrator, rather'then under their private corporate identifications. CBEE's 

proposed rules allow (or co-branding, but only in situations deemed appropriate 

by CBEE. Similarl}', CBEE's afiiliate rules prohibit affiliates of administrators 

from using the generic identification except to the extent that the CBEE also 

permits othet implementors to use such identification. (Rules IX·6(13), (14).) 

In addition, CBEE/s proposed rules prohibit the transfer of 

employees performing administrator functions to an aUiliate implementor or 

affiliale operating in energy efficiency markets in California. (Rule IX-6(lS).) The 

utility aUiliate rules (Part V.G.2.) permit transfers of a utility employee to an 

affiliate, but establish lindtations and rules surrounding that transfer. In 

particular, the utility affiliate rules plohibit the employee from removing or 

otherwise providing information to the affiliate which the affiliate would be 

precluded from having pursuant to those rules. 

CBEE's proposed rules also differ with regard to joint 

purchases of goods and services. The rules applicable to utility affiliates 

(Part IV.D.) pcrnlit the joint purchase of goods and services by a utility and its 

affiliates in certain circumstallces (e.g., purchase of office supplies or telephone 

service but not nlarketing), whereas CBEE's proposed language would prohibit 

joint purchases without the approval of CBEE. (Rule IX-6(12).) In addition, 
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eBEE's proposed Rule IX-6(11) broadens the exanlpJes of services that may not 

be shared by Administrators with their affiliates to include state and federal 

regulatory affairs, legal, and lobbying efEorts. 

In the area of joint marketing, however, eBEE's ptoposec..i 

separation requirenlents are less restrictive than those adopted in D.97-12·088, 

which prohibit a uti Htyfron\ jOint nlarketing with its aUjHates. CBEE proposes to 

allow such joint marketing upon prior approval by CBEE, and if such marketing 

is available to third parties on the same terms as the affiliates. (Rule IX-6(16).) 

4.2.3 DisclOSUre and Information Requirements (Rules IX
. 6(19)·(~2») 

With one exception, the CBEE rules parallel the disclosure and 

information requirements adopted by the Commission in Part II of its affiliate 

rules. The sped(!c proviSions require an adMinistrator to provide or share 

noncon(idential information on a nondiSCriminatory basis in tenns o( access, 

timing and content with its a((i1iates, other implementors and third parties. The 

major difference is that the CBEE rules allow implementors to receive utility 

customer information without prior affirmative written consent of customers if 

adequate customer privacy safeguards have been established and approved by 

the CBEE. (Rule IX-6(20).) 

4.2.4 Oversight Requirements [Rules IX .. 6(23)·(24)J 

These two CBRE rules require an Administrator to maintain 

records available to the CBEE, Co(nmission and public concerning affiliate 

transactions and to have an annual audit prepared to verify compliance with the 

rules, consistent with the provisions of D.97-12-088. 

Rule lX·6 requires that the affiliate rules be incorporated into 

the administrator's contract, making them enforceable as an clement in thal 

contract. Violation of these rules is subject to penalty, which n)ay include 
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disqualification from participation in all PGC·(unded efforts. (Rules IX·3 and 

IX-S.) 

4.2.5 Definitions 

CBEE has used the definitions set forth in the 0.97-12-088, 

with one exception. The definition of "affiliate" differs fton\ that adopted for 

utility affiliates in two respects. First, in response to comments, CBEE has added 

some language to the definition to clarify and ensute thatthe definition of 
~ ~ 

affiliate applies to successive chains of ownership ~and control. Specifically, the 

Commission's rules in 0.97-12-088 include the sentence: "A direct or indirect 

voting interest of 5% or more by the utility in the entity's company creates a 

rebuttable presumption of contTol.lI CBEE proposes the following language: II A 

direct or indirect voting interest of 5% or mote by the adrninistrator, its 

subsidiaries, or Us affiliates in an entity's company creates a rebuttable 

presumption of contro}." 

Second, the definition of affiliates in 0.97-12-088 addresses 

elements that are unique to a regulated utility and its affiliates, such as a utility 

holding company. Those aspects of the definition have been eliminated in 

CBEE's proposed rules. 

4.3 Discussion 
Before addressing the issues raised by CBEE's proposed Code of 

Conduct and affiliate transaction rules, we first sun\marize parties' (omments on 

those rules. Our discussion that follows takes these (omn\cnts into 

(onsideration. 

PG&B argues that CBEE should utilize the Coolmission/s affiliate 

rules adopted in D.97-12-088, rather than include additional restrictions or 

conditions on transactions between new program administrators and their 

a i(i1iates. In particular, PG&E objects to the proposed restrictions on the use of 
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the administrator's logo by affiliate implementors. SDG&B is concerned that 

uncertainty over the size of the SPC prcgral\\ (the only program that may be 

implemelUed by affiliates of the new adnlinistrators) nlay limit bids fronl certain 

entities. 

Other parties express concern that CBEE/s proposed rules do not go 

far enough to nutigate potential market power abuse. RESCUE/ICA/SESCO 

recommend that the rules include cross-funding restrictions so that, for 6xample, 

the residential program administrator cannot award funds that it administers 

«(or SPC or non-SPC prograntS) to the nonresidential administratoris affiliated 

energy service company. RESCUEiICA/SESCO and NAESCO urge the 

Commission to establish market limits on the participation of affiliates of a 

regulated utility whether or not the utility is an energy elfidency program 

administrator! 

As we noted in D.97-09-117, the issues to be addressed with regard 

to affiliate transactions in this proceeding differ from those We considered in 

R.97-04-011/1.97-04-012. (D.97-09-117, mimco. p. 45.) Here we are considering 

rules that I) apply to utility and nonutility entities selected to administer energy 

efficiency PGC funds and 2) address cin:unlstances where an affiliate may receive 

PGC funding for its market activities. Moreover, our objectives in this particular 

proceeding are unique to the nature of the programs being administered under 

• In its January 31, 1998 (ilin~ CBEH made several modifications 10 ils initial affiliate 
rules based on comments received, including (I) adding language to clarify that 
successive chains of ownership and control are cO\'ered by the definition of "affiliate"; 
(2) clarifying in its rules that CBEE intends to create a distinct corporate identification 
for PGC·funded prograrns overseen by administrators; and (3) adding language to 
ensure that a utility adnlinistrator is not inappropriately required to comply with two 
conflicting sets of affiliate interest requirements. In addition, CBEH clarified in its 
proposed RFP that affiliates of an administrator cannot alsO be an administrator. 
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the Boards' direction and the administrative structure we are trying to create. 

Specifically, the focus of a(filiate transaction rules in this context is to balance two 

objectives: 1) maxim.izing the number of potential proposers to be administrators 

or implementors and 2) ensuring that vibrant competitive energy efficiency 

markets develop during the transition fron\ utility administered programs to 

independent administration. Therdore, CBEEis affiliate rules (or the new 

administrators should be crafted to best promote the appropriate balance 

between these two objedives, allowing lor some di((erences between the policy 

rules and the rules set forth in 0.97-12-088, where appropriate . 

. With these goals in mInd, we address the issues raised in this 

proceeding with respect to the administrator's Code of Conduct and affiliate 

rules. 

. 4.3.1 EUglbllity of Affiliates fOr poe Funds' 

The affiliate rules we consider today must address a potential 

abuse that does not adse in our more generic consideration of market 

participation by utility affiliates, i.e., pteventing an administrator (rom 

inappropriately awarding PGC funds to its affiliates. This consideration is 

different ftom the issue of whether a utility affiliate can participate in energy 

elficiency services in the private market. CBEE's limitations on the potential 

receipt of PCC funds do not prevent affiliates of an adn\inlstr<ltor (utility or 

otherwise) from operating in energy efficiency markets. 

CBEE's proposal to limit the market share of affiliates of an 

administrator for the receipt of pce funds represents a reasonable balancing of 

the objectives articulated above. An affiliation between firms where one finn is 

disbursing public funds creates a large potential for sell-dealing, preferences (or 

affiliates and ineUicient economic choices. In addition, the transition from 

utility-administered programs to market-based energy efficiency c((orts will be 

- 25-



R.94-04-031, 1.94-04-032 ALJ/MEG/mrj· * 
aided by the ability to evaluate and assess performance. This requires openness 

by implementors to provide information to prograu\ administrators. To the 

extent that the administrator is perceived as the adjm\ct to a competitor~ it is 

unlikely that accurate hlfornlation will be forthcoming from implementors, thus 

constraining any transitioll. For these reasons, we reject PG&E's arguments that 

the utility af(ilhite rules adopted in 0.97-12-088 should serve as Our affiliate rules 

for PGC-funded energy efficiency programs .. These rul(>s must be augmented to 

limit the eligibility of firins 'to r&eive PGC funds ftom affiliated administrators. 

eBES/s proposal docs this itl a manner that n\eets our objectives and is practical 

to implement, given the leVel of resources available to perform effective oversight 

of affiliate transactions. 

RESCUE/ICA/SESCO and NAESCO recommend limitations 

to nonutility and. utility af(iliate participation that go beyond CBESts proposal. 

\Ve recognize that the issue of utility and utility affiliate market power is a matter 

of concern (or all markets, including energy elficiency. Ho\vever, this isstte 

should be addressed by monitoring utility (and affiliate) market share over time 

and revisiting the rules as necessary, as we intend to do in our ongoing 

consideration of utility affiliate rules. (See 0.97-12-088, page 87; Conclusions of 

Law 10 and 11.) Concerns about potential favoritism by one administrator 

vis-a-vis the affiliate of another arc more appropriately addressed through the 

Code of Conduct rules. Imposing stricter affiliate limitations at this time would 

unduly compromise the goal of maximizing the number of potential proposers to 

be adn\inistrators and/or implementors. 

Accordingly, we adopt CBEE's recommendations regarding 

the limitation of aWHate involvement in PGC-funded energy efficiency programs 

(Rules IX-3, JX-4 and IX-S). However, as discussed further below, we make 

ccrlain changes to remove references to CBEB where those references 
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1) inappropriately delegate decision making authority to CBEB or 2) prematurely 

conclude that CBEE can re<:eive reimbursement funds or enter into contracts. 

4.3.~ Corporate Identification 

Rules related to the corporate identification of energy 

efficiency administrators and their a((iliates must be considered in conteXt. In 

this procceding, the context concerns the identification o( market transformation 

programs funded by ratepayers. As We have stated in previous decisions, our 

goal is t6 transform the energy effidency services market stich that 

publicly-funded programs will become uMccessary over time. (See, for example .. 

D.97-02-014.) In this context, energy efficiency program administrators are acting 

undcr contract to perform specific functionsthat will achieve our market 

transforn\ation goals. They are not acting as finns providing products and 

services directly to customers. This distinguishes the rules we consider today 

froni those considered in D.97-12-088. 

Given the context for today's rules .. we must be careful not to 

create an unfair advantage (or anyone entity in the energy efficiency market 

through the use of corporate identification. CBEB's approach to corporate 

identification is the best means of facilitating the transition to a fully COI"petitive 

energy efficiency market. In particular, it would be unfair and inappropriate to 

use PGC funds to create a new competitive advantage (or a finn or its affiliates 

because of its status as an administrator that disburses PGC funds. 

Accordingly, we adopt CBEE's proposed rules for corporate 

identification of an administrator, affiliate or implementor, as set forth in Rules 

VI 11*2 .. IX-6(13) and (14). \Ve make rhinor language changes to these rules to 

clarify the role of CBEB in their iOlplementation. 
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4.3.3 Access to Information 
CBEE's proposed rules regarding access to customer 

information by program implementors dUler from the utility alfiliate rules 

adopted in D.97-12-088. However, they are consistent with our resolution of this 

issue for 1998 energy efiidency prograrns. In D.97-12-103, issued on the same 

day as 0.97 .. 12-088, we recognized t-hat an approach that requires customer 

consent prior to release of customer inforrnation 1In\a.y be unworkable for certain 

DSM appHcations and marketing approaches.'" (0.97-12-103, p.23.) For this 

reason, we directed the interin\ utility administrators to make customer billing 

te<ords available to contractors under the standard performance contract 

program and other progranlS subject to competitive bid under certain 

drcun\stances. First, the contractor must document its heed (or such re<ords 

based on the sp~ilks of its program implementation or marketing plan and, 

second, the utility n'tust make appropriate sccurity arrangements with the 

contractor to protect the confidentiality of these records. If these conditions are 

met, the utility will develop specific procedures for providing customer records 

to the contractor, at cost. We dire<ted that thcse procedures would apply to 

contractors serving under the new administrative structure, until further notice. 

(D.97-12-103, Ordering Paragraph 8.) 

Achievement of our energy efficiency goals requires a 

nondiscriminatory proc:ess that allows access to certain customer information 

without prior contact with a customer, but with adequate customer privacy 

protections. Our directives in 0.97-12-103 did not explicitly state that any utility 

customer infom1ation received through this process may be used only for 

PCG·funded programs and purposes, as CBEE now recommends. This 

restriction Is appropriate to ensure against potential abuses by power marketers 

or potential attempts to circumvent our utility affiliate rules regarding access to 
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customer information. Accordingly, we will adopt CBBS's proposed Rules VIII·7 

and IX-6(20), with modifications that clarify the approval process for ensuring 

nondiscrimination and customer privacy protection. 

CBEE's proposed Rule VIII-6 addresses the issue of an 

administrator's ac~esS to information ftom implenlcntors or other market actors. 

Such information must be obtained and used in amallner that protects Ilonpublic 

and confidential or proprietary information. We adopt CBEE's proposal that the 

administrators submit a plan before acquiring Informati01\ from hllplementors 

and other market adors, but clarify that the Commission, aI\d not CBBB, will 

approve such a plan. 

4.3.4 Transfer of Employees 

CBEE argues that a ~omplete ptohibition of transfers between 

an adminislrator!s employees and its affiliates is necessary to ensure against the 

potential transfer of sensitive infonrtation to affiliates, as perceived by 

nonaffiliated implementors. We disagree. Our utility affiliate rules regarding 

this issue appropriately addI'ess concerns regarding cross-subsidization, 

competition and inappropriate transfet of information. These rules prohibit 

sharing of employees Ooint employment) between the utility and an affiliate, and 

prohibit temporary or intermittent aSSignments to utility affiliates. The rules 

prohibit any utility employee hired by an affiliate fronl removing or otherwise 

providing information to the affiliate which the affiliate would othenvise be 

precluded from having pursuant to the rules. They also require that the utility 

track and report all eOlployee nlovement between the utility and affiliat~s. 

rvloreover, once an employee of a utility be~omes an employee of an affiliate, the 

employee may not return to the utility for a period of one year. 

We will modify CBEB's proposed rules to be consistent with 

the safeguards provided under Part V.C.2. of our utility affiliate rutes. 
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4.3.5 Joint Purchases and Joint Marketing 

CBEE's proposed rules recognize that joint purchases of goods 

and services by an administrator and its a((iliatcs Il\ay be appropriate in certain 

circumstances, but require that such purchases be approved by CBBE. We prefer 

the approach taken in our utility affiliate rules, and will modify the language of 

Rule IX-6(12) to permit joint purchases except for those in association with the 

provision of energy efficiency servkes to customers. 

\Ve agree with CBBE that there are valid reasons why an 

administrator and implementors (including affiliates of an administrator) nlay 

wish to pursue joint marketing to promote PGC-(unded eUorts. Accordingly, We 

adopt CBEE's proposed Rule IX-6(16), with clarification that such joint marketing 

of services is subject to Commission approval. 

. 4.3.6 CBEE's Role and Authority 

Throughout CBEE's proposed rules oil Code of Conduct and 

affiliates, there are references to CBER's role in the implementation and 

enforcement of these rules. We have modified many of these references to clarify 

where CBEE's role is to make recommendations for approval by the Comnlission. 

Unless otherwise stated in this decision Or the adopted rules, CBER shall request 

Commission approval by HUllg an Advice Letter al'\d serving that Advice Letter 

on the Public Purpose service list in this proceeding or on the service list of any 

successor proceeding. Commission approval will take the form of a Comnlission 

resolution. 

4.3.7 Reporting of Market Share InformaUon and Future 
Consideration of Market Share Limitations 

As discussed itt Section 3 above, we anticipate that the policy 

rules adopted today will be updated after the public workshop on 

implcmcntation issues for PGC-funded energy efficiency activities. ]n addition, 
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as we nlove toward Increasing transformation of the energy efficiency market, we 

anticipate that the market will be changing. It is necessary to ensure that the 

Con\n\ission reviews the policy rules and, in particular, the affiliate rules 

contained therein, as we obtain more information about the Ittarket and its 

participants. 

To this end, the utilities and administrators (utilityot 

nonutility) should report to CBBE and the CO(nI1\ission additional information 

which (ould be useful in thisreview. Suchin(ormation should include market 

share statistics of utilities, utility aliiliates and other entities providing energy 

eifidency services. It should include the number and dollar value of contracts 

between utility and nonutility administrators and 1) theiraffiliates, including· 

alfiliates operating in program ateas administered by nonaffiliated 

administrators, "nd 2) other entities providing energy effidel\cy services in the 

market. 

\Vithin 120 days fron\ the effective date of this decision, CBBE 

should submit recommendations concerning th~ type of markct share 

information to be submitted by the utilities and by administrators (utility and 

nonutility), and propose a pr<xcdural schedule (or the submission of this 

information to CBEll and the Commission. CBBE should solicit public comment 

on its proposal prior to SUbmitting its recommendations. CBEE should file its 

recommendations at the Commission's Docket Office and scrv~ copies on the 

Special Public Purpose service List in this pr<xcooing Or on the service list of any 

succcssor proceeding. Interested parties will have 15 days to comment. The 

assigned ALJ, in consultation with the Assigned Com-missioller, will issue a 

ruling to establish the reporting rcqulrements and filing schedule. 

In its Detember 19,1997 and January 31, 1998 fiJings, CBEE 

states that it plans to address the propricty of market share limitations in the 
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devclopmcnt of 1999 program design and development, rather than through the 

policy rules. According to CBEE's procedural recommendations, these progran\ 

plans would be proposed by Advice Letter. As discus~ above, we adopt 

CBERts procedural rcconul1cndations for program dcvelopment and planning. 

(See Attachment 3.) To cnsure that all interested parties have an opportunity'to 

review CBBE's program design recoJl\J't\endatiol\s, including any proposed 

nlarket share limitations (or specific programs, CBEE and administrators should 

Serve the Advice Letter filing on 1) the Spedal Public Purpose service list in this 
. . 

proceeding Or the service list of any suctessor prOceeding and 2) any other 

individual or organizati()1\ that sends a written request to CBEE to be served. 

5. RFP for Administrators and Contracth"g Process· 
The tollowhlg sections present an overview of CBERts proposed RFP and 

c()l\tracting process lor program administrators. They are based onCBEE's 

November 24, 1997 filing, as revised in CBEE's January 31 and ~1atch II, 1998 

supplemental filings. 

Section 5.1 describes the role of program administrators relative to other 

markct participants. Section 5.2 describes the jOint planning process among 

eBBE, program administrators and othcr market participants that will determine 

annuallunding priorities lor cnergy c((icicn(y programs. These two sections 

provide the institutional framework for program administrators and energy 

efficiency program development. 

Section 5.3 describes the bidder requirements and selection process 

contained in the RFP, including a description of the sample contract. 

Section 5.4 prescnts our consideration of parties' comments and 

determinations regarding CBEnts proposed RFP and contracting process. 
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6.1 Role of Program Administrators and Scope 01 Services 

CBEB proposes to organize the energy efficiency program 

administrators into three progran\ areas: 1) the residential administrator will 

Oversee progranls intended to encourage the adoption of energy e((idency 

n\easures by the owners and ~(upants of existing residential buildings; 2) the 

nonresidential administrator will oversee ptogralhs that encourageeriergy 

efficiency in existing nonrcsid~[\tial buildings and 3) the new construction 

administrator will oversee programs that encou'rage energy eHidency measures 

in newly constructed buildings and major additions, both residential and 

nonresidential. 

CBEE describes the role of program adnunistrators relative to CBEE, 

its technical support, and program in\plementors (i.e., entities delivering energy 

efficiency servk~s under the diredion of program adMinistrators) in its proposed 

RFP. The following is a summary of the responsibilities of each of these entities, 

and the manner in which the CBEE envisions them interacting. Attachment 4 

presents an overview of these responsibilities in tabular form, including a 

description of areas in which the administrator has 1) no direct role in 

implen\entation and 2) may have a role in nonadministrative functions 01\ a 

case·by·case basis. 

(a) CBEn (Advisory Board to the Comrnission) 

The CBEn will have overall responsibility for overseeing energy 
efficiency programs under the direction of the Commission, 
including: (1) overseeing the development of PGC-lunded energy 
efficiel\cy polides, programs, and budgets; (2) overseeing program 
administration, the assessment and verification of adlhinistrator 
performance, and administrator compensation and pcrforn\ance 
incentivesj (3) overseeing the transition process {ron\ the interim 
administrators to the new program adn\inish\\torS; (4) overseeing 
analysis tasks performed by CBEB technical support, including 
strategic planning, market asscssn\cnt, market characterization, and 

- 33-



R.94-04-031,1.94-04-032 ALJ/MEG/nuj" *" 

program evaluation; (5) making recommendations to the 
Comrnission on poHcy and ptogran\ issues; and (6) ovcr~,eeing the 
preparation and submittal of reports to the COJl\IrtissioI'\.' The CBBE 
will also play an active role in providing guidance regarding what 
kinds of programs should be developed and in ensuring the 
compatibility of programs offered by dillercnt administrators. 

(b) CBEE Technicat Support 

The responsibilities of the CBBB technical support will Include: 
(1) assisting the caBH in the tasks,deMribe,d above; (2)perlornung 
analysis hlsksuseful to and identified by the CBEH, including 
strategic pI a nru ng, market asSessment, and program evaluation; 
(3) ptoviding in(oflnationthatAdminisrrators can use' t6 assess al\d 
verify implementor performance and implementor performance 
incentives; (4) developing and dra(ting the CBBE retominendations 
to the Con'ur'lissiort on policy and program issues; and (5) assisting 
the CBEE in the preparation and subiriittal.;>f eBBB repOrts to the 
COfi)Jttission, in the oversight of reports prepared and submitted by 
the administrators, and in the oversight and preparation of reports 
submitted jointly by the CBEB and program administrators. 

A special class 6f CBRR technical support analysts (or entities) of 
particular interest is the analyst or al\alysts ~hal'ged with performing 
the key analytic (unctions described in (2) and (3) of this subsection. 
Such analysts or entities arc referred to as "analysis Agents" in the 
RFP. 

(c) Program Administrators 

The primary responsibilities of program administrators shall 
include: (1) facilitating program development, planning, and 
budgeting; (2) administering and overseeing program 
implementation; (3) helping to facilitate the transition from interim 
administrators; (4) providing reports on the results of these activities 
to the CREE and the Comnlission; and (5) providing general 
program adnlintstration and coordination services . 

. (d) Implcn\entor~ 
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The responsibilities of in'plementors will vary with the type of 
program, but will generally include the following: (I) participating 
in program development and joint planning processes led by 
program administr~ltorsi (2) in'plementing programs and activi.ties 
agreed to under contract with either the pr()gran\ administrator or 
the CBEE; (3) working cooperatively with program administrators to 
resolve ally customer complaints; and (4) providing periodic market 
data and program reports to administrators. 

CBEE specifically limits the tole of administrators in program 

implen\entation. (see Attachment 4.) In particular, program administrators are to 

have no direct role in implementation functions involving project development, 

agreements with customers or the delivery of energy efficient solutions. 

However, they may, on a limited case-by-case basis, have a role in 

implementation and other nonadministrative functions that do not involve these 

activities. 

It Ihay be decided that a useful program is the bulk procurement of a 

specific technology from manufactures in exchange (ot the manufactures 

agreement to incorporate improvements into the technology. lbis program 

might be implemented as other programs are, through the use of an implement 

that would be contracted with the CBBE to implement the bulk procurement 

program. Alternatively it nlay make sense for the Administrator to playa nlorc 

direct rolc in the implementation of such a program. Additionally, the 

administrator nlay also have a more direct role in the implenlcntation of 

providing incentives t~ "upstream" market actors (e.g. retailers, contractors, 

design professionals, distributors and manufactures) to encourage efficiency 

improvements in existing tcchnology or the development of new technologies. In 

the area of mass advertising the administrator may, likely through a 

subcontractor, playa direct role in the implcmentation ot mass advertish\g and 
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public relations or it may rely upon an implenlent to carry out the mass 

advertising and public relations programs. 

\Vc remain cautious about any broadening of the Adnlinlstrator' 

functions beyond Administration. Attached at Attachment 4 (page 2) has a list of 

areas of progrant implementation where the Administrator can play no direct 

role in implementation and a list of progran\ where the Adnlinistrator may have 

a limited direct role in implementation on a (,asc-by-case basis, subject to our 

approval. Where theCBEE wishes'the Administrator to take on these 

implementation functions it should make such a request directly to the 

Commission and justify why it seeks a waiveI' to the general policy that the 

Administrator(s) should play 1\0 direct role in the implementation of programs. 

The fact that thcmarket will not provide the service is not sufficient justification. 

The role of this o,ur energy efficiency program is to have energy services 

delivered that the market would not otherwise provide. Additionally, simply 

determining that a program is best implemented by a single entity is again not 

sufficient to justif}' the administrators role in implementation. If it is the case that 

a single entity would perform the function better than n\ultiple implenlenters 

then only one implement need be selected. Generally, if the Administrator is 

going to perforn\ an inlplen\entation function via a subcontractor then the 

question is raised as to why the program is being done by the Administrator and 

not by a third party implementer. 

All bidders Illust complete a proposed work p]an for each program 

area for which they are proposing to be the program administrator. In its 

proposed RFP, CBEE describes a mininulO\ scope of services that bidders must 

agree to perform, as well as the services to be provided that are ul\ique to each 

progmm area. These requirements are presented in Attachment 5. 
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5.2 Joint Planning Process and DlJlJelopment of Annual 
Program Budgets 

CBEE presents an illustrative budget by program area for 1999, and 

describes the joint planning pro<:ess by which annual funding levels by program 

area will be established by the Con\tnission. (Sec Attachment 3.) CBEE foresees 

at least two different adnunistrative arrangements under which neW programs 

are developed. The first is identified as "CBEE or Administrator-Defined 

Programs," where the administrator works with the CBEE and other parties to 

develop a program con<:ept. The administrator would fadUlate the joint planning 

process by which this concept is transformed into an implementable program .. be 

responsible tor competitive selcdion of in\plementors and oversee program 

implementation. 

Under the second .. uThird-Party Programs" administrative 

arrangement, third parties submit proposals for program concepts in response to 

a solicitation .. and the program administrator coordinates the assessment of each 

progran'l concept. If the concept is found worthy, the administrator facilitates the 

process of transforming the concept into a specific program. Once the program is 

ready to implement .. it is oVerseen by the program adminIstrator in much the 

same way that CUBE/administrator-defined programs are, and implcmcnted 

either by the entity initially proposing the concept or by another entity identified 

by the proposer. 

As illustrated in Attachment 3 .. at the beginning of each year CBEE 

will identify priorities and emphasis areas with input (rom administrators, 

implementors, par~ies and market participants. Based on this guidance, the 

progran\ administrators wilJ conduct assessn\ents of existing programs to 

determine whether or not they should be continued, n\odificd or disconthlued. 

The program adil'linistrators wiJI also develop and issue RFPs for third·party 

ptoposals, and make recommendations on which proposals to fund. 10 addition .. 
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the program administrators will fadlitate the joint planning process to develop 

new program concepts and designs outside of the third-party prop()sal process. 

Based on these activities, the program administrator will propose and submit a 

program plan, including progranl descriptions, progran\ performance indicators 

and program area budgets, to CBEE, around August 15 of each year. eBEE will 

solidt public comment on the proposed program plan and budgets during 

August and September. By September 15, CBEll will approve a final 

recon\Jllended plan and budget and submit those by October lof each year to the 

Commission by Advice Letter. Upon commission appr6va1, the administrators 

and program implementors would prepare for implementation. 

5.3 Bidder RequIrements and Selection Process 

UnderCBEE}s proposed RFP process, each potential bidder must 

submit a notice of intent to submit a ptoposal by a specific date. CBEE added 

this requirement to enable the procurement official to compile a Jist of interested 

bidders and notily that Jist of any changes in the RFP or RFP timetable.' 

However, CBEn proposes that any notice of intent be kept confidential until after 

the submission of final proposals in order to encourage the n\aximum number of 

potential bidders. 

A bidder may, at its option, submit a draft proposal as well as a final 

proposal. The draft proposal step is designed to enlarge the pool of qualified 

proposers by identifying adnlinistrative and clerical errors that could otherwise 

catlse a (inal proposal to be rejected for ministeriall't:'asons. A list will be 

prepared to highlight the followjng types of errors or inadequacies discovered in 

the draft proposals: t) clerical or computationa1 errors; 2) ministerial errors such 

t The Commission will identify the contracting party or procurement official for this 
RI~P by subsequent Commission order. 
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as failing to include a mandatory form; 3) failure to respond to a mandatory, 

threshold or administrative requirement and 4) failure to provide information to 

tully score a proposal (e.g., an inadequate or incomplete response in terms of a 

work plan). There will be no attribution of any specific error to a specific 

proposal and no discussions with individual proposers. The names of entities 

submitting a draft proposal will not be made public or available to the CBEE 

until after submission of final proposals. 

To be (onsidered for selection as a program adnunistrator, a bidder 

will have to submit a (ompliarit final proposal and receive a mh\imum number of 

points in total and within each of the scoring attributes.)O There are a total of 200 

possible points to be used in the $(oring of qualified proposals in the RFP. The 

major s~oring attributes, possible points and points as a percentage of total points 

for each n,ajor s(pring attribute ate as foHows: II 

1. Capability (80 points possible: 40% of total points): This 
element of the scoring (titeria requires a proposer to 
demonstrate that it has both (1) the management and 
organizational capability and project team skills to 
sllc(essfully perform the required services (24 points 

U If a bidder files for more than one program area, a compliant final proposal is 
required for each. 

It In its November 24, 1997 submittal, CBEE proposed the following weights for 
selection criteria: 

I. Capabilit}' (90 points possible; 45% of total points) 

2. Cost (60 points possible; 30% of total points) 

3. Understanding and Approach to Scope of \Vork (SO points poSSible; 25% of 
total points) 

In response to comments, CBEIl modified the possible points and weighting as 
indicated abo\'e. 
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possible) and (2) the dctllonstmtcd experience which "", 
indicates that it has and can successfully perform the 
required serviCes (56 points possible). . 

i.,' 

2. Cost (60 points possible: 30%o( total pOints): This elemento( the 
scoring aitel'ia compares ptop0$(lls on the ba.slsof proposed caps 
that apply t6(OmpensMion over the contract Ii(e. 

3. Understanding and Appr6ach to &ope of WOrk (60 points 
possible: 30% of total points)! Thiselemerit of the scoring aiteritl 
is evaluated ot\the basis 6f: 

a) demonstrated understanding of the , 
Corrunission's poliCy "goals and the role of the 
administrator in achievirig these goals (7 points 
possible); . 

b) overall propOsed approach to and wotk pl~:m lor 
performing the scope of services (25 points 
possible); 

. . . 
c) proposed approach to defining markets or market 

segn'lents and a demonstrated undetstanding of 
how specific "markets or market segments operate 
(8 points possible); 

d) proposed performance incentive mechanisms for 
program administtators (12 points possible);" 

e) proposed approath to measuring administrator, 
implementor and program performance (8 points 
possible). 

To 'demonstrate capability, the bidder must provide general business 

in(orn'lation, including a management and organization chart of the proposal 

organization and team and all proposed agreements between bidd~r and 

subtontractors. lbe bidder must also provide three years of financial statements 

for the firm and any partners or subcontractors, and provide the qualifications 
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and experience for the firm and key personnel. References from previous 

projects arc also required. 

To compare and score proposals on the basis of costs, bidders must 

propose two cost caps that will apply to their compensation OVer the contract life. 

The first is a cap on maximum (ully loaded average hourly labor rates, including 

wages, benefits and performance-based compensation paid to employees, as weU 

as a prorated share of company overhead, general and administrative eXpenses 

and profits. The second is a cap on the ratio of total compensation paid to each 

administrator for administrative services to the Iota) costs of program activities 

the administrator is responSible (orl including costs associated with proposed 

performance incentive mechanisms. Adual compensation paid will be based on 

specific rate schedules subnutted by program administrators and approved by 

CBEE/on the act!!al hours of work performed, and on the dir~t costs incurred 

and approved. However, in no case shall total cOlllpensation exceed the caps 

specified by each program administrator in its original proposal. 

To demonstrate its understanding and prop6sed approach to the 

scope of services, bidders must discuss their understanding of California's polky 

objedives regarding energy efficiency, and the role of the administrator in 

helping to pursue these objectives. They are also required to provide a work plan 

that specifically details how they will accomplish each task and sub task set forth 

in the scope of services described in Attachment 5, and describe proposed 

approaches to market segn\entation.u In addition, lor five selected key subtasks, 

bidders nlust describe in detail: 

n Market segmentation is the process of separating markets into groups of clIstomers 
with similar needs (e.g., for a particular product or service) Or characteristics 
(e.g., renters as opposed to homeowners) who are like1}' to exhibit sinlilar behavior in 
purchasing Or adopting energy efficiency products .. services or practices. The purpose 

foolnolt COllliUllfli 011 IItxf "age 
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1. The approach they propose to use to accomplish the task, as well 
as the rationale for this approach, 

2. Why the approach to these sub tasks is likely to have a mote 
significant cUed on the administrator's success than the subtasks 
not chosen and 

3. Contingency plans (or the manner in which the proposed 
approach n\ay be modified if other parties do not behave as 
expected, if the overall policy enVironment changes or i( the 
nature of the programs being OV('rseen by the administrator 
changes. 

Bidders will also be evaluated based on their proposed performance 

incentive mechanisms. The RFP includes the guiding principles that bidders 

should follow in devel()ping proposed incentive Illcchanisms, as well as the 

information bidders must provide regarding those mechanisms. Bidders Me 

required to specify the maxiruum percentage of total compensatioll to be paid 

that is not linked to superior performance. Smaller percentages will increase the 

score given to the performance incentive con'ponent of the bidder's approach. 

The overall score given to each bidder's performance incentive approach will 

take into account this factor and the substantive attributes of the proposed 

mechanism or mechanisms. In a.ddition, because the manner in which 

administrator, implementor and program performance is measured is likely to 

have a substantial cUed on progran\ administrators, the bidder's proposal for 

measuring an three levels of performance is included in the evaluation criteria. 

Attachment 6 sets (orth the RFP score sheet proposed by CBEE. 

of market segmentation is to identify (actors that allow an entity to influence customers' 
dedsionmaking or behavior (or the purchase of energy efficiency products and services 
or the adoplion of energy efficiency practices. 
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An final proposals will be initially reviewed by a screening 

conlmittee established by the CBEE. Such review shaH include an initial scoring 

of the final proposals. Proposals that receive a total of at least 140 points (70% of 

total possible points) and have a SCore of at least 50% of possible points for the 

capability attribute will be deemed responsive final proposals which meet the 

(ofn'lall'equirements of the RFP. 

All responsive final propOsals will be submitted by the screening 

committee to the CBEB (or final ~oring and selection based on the scoring 

attributes and possible points (or each attribute set forth in the RFP. 11\(~ CBEE 

will be the·(inal evaluation committee for aU responsive final proposals. The 

highest scoring responsive final proposal in each progr,am area (nonresidential, 

residential or new construction) will be rCColrtnlended by the CBEB to the 

Commission for i\ grant of award as the program administrator in that ptogn\tn 

area. 

CBEE's proposed RFP includes a model contract, which provides 

both the general terms and conditions under which the winning proposer will 

conduct business with the CBEll, as well as the particular terms that apply to the 

progran\ administrator position (or which the proposer is selected. The initial 

term of the contract between the selected program administrator and the CBEE is 

through December 31, 2001, with the eBEH retaining th~ option to extend it for 

an additional 24·month term. In the event of contact breach, CBEE may 

ternlinate the contracl upon 20 days' written notice, subject to Commission 

approval. CBEB nlay also terminate the contract (or any reason, with or without 

good cause, after giving the administrator 90 days' written notice. TIle contract 

will include the cost caps, scope of services and work plan presented by the 

winning bidders to define expected performance and costs. The contr"ct also 

provides for protection of confidential data and ownership by the Commission 
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and/or State of California of aU data and intellectual property resulting from 

performance under the contract. 

Bidders are required to agree to aU of the ternts of the contract. 

There are no opportunities to negotiate changes to the (ontr.)ct terms. \Vinning 

bidders will sign the contract after the selection of award. 

5.4 Discussion 

In its December 19, 1997 filing,. CBEE provided sumn\aries of parties' 

(Omnlents with a sUn'tn\ary of its responses. CBEE has agreed to many of the 

reconlmendcd revisions and clarifications requested in those comments, and has 

incorporated then) into the revised RFP package, filed on March II, 1998. In 

particular, CBEE has modified the RFP and sample COllrract to: 

• Better organize the RFP package to make it easier lor 
potential proposers to understand what they were required 
to submit in response to the RFPj 

• Provide mote details on the joint planning processes and 
schedule, the transition process in 1998 and reporling 
requirements; 

• Clarify the reJationship and division of responSibilities 
between adnunistratQrs and CBEE technical support 
regarding market assessment and evaluation activities; 

• More (ully describe the dispute resolution process and 
administrator's role; 

• Clarify the roles of administrators in limited 
implementation and other nonadministrative functions; 

• I{evise the program are,l*specific scope of services and 
prescribed programs, including the role of administrators 
in energy center programs; 
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• Clarify that the RFP is intended to include industrial an.d 
agricultural applications; 

• Redistribute the points between th~ Capability Mld 
. Understanding scoring attributes and proVide greater 

speCificity to work planl approach requited ot bidders; 

• Clarify that CBEB/s abilit}' to disapprove substitution of 
. employees is limited to key employees only: 

• Add a specific opportunity to cure for breach of contract 
and a I'~quitement for Commission approval o( c<)ntract 
termination; 

• Revise the term of the contract to coincide with the funding 
term provisions of Public Utilities Code Section 381(c)(1); 
and 

• darify that "additional compensation will be paid for 
services which ate beyond the scope of the tasks identified 
in the Cor'tract. 

We have reviewed all of the comments and CBER's responses, and 

find that CBEE has incorporated thosc suggesHons that ate most workable and 

consistent with our polides established in 0.91-02-014 and subsequent decisiOns. 

We also corteur with CBEB's rejection of certain proposals by commenting 

parties. In particular, we agree with eBEn that it would ~ contrary to our 

poHdes to include the selection and supervision of what CBEn tern\s "analysis 

agents" In the administrator's scope of services, as suggested by Schiller 

Associates. In D.97-09-117, we dir«ted eBEn to have independent analysis 

capability, rather than delegate that function to the program adn\inistrators. (See 

D.97-09-117, mimco., p. 31, Conclusion of Law 21 and Ordering Paragraph 17.) 

\Ve note the (omments of Energy Pacific which suggest a potential 

for confJict-of-lnterest for Board Men\bcrs in the selection of analysis agents. 
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Energy Pacific reconmlends that analysis agent candidates should have no 

financial or organizational connections to individual CBEE members, to CBEE 

subcontractors or other CBEE consultants, and to an}' program administrators or 

implementors; other related measures arc also proposed. Energy Pacific is also 

concerned with the power of analysis agents to drive the energy efficiency 

planning, funding and evaluation processes. 

We agree with the need to avoid the potential for self-dealing or the 

appearance of imp{opriety. Ideally, analysis agents should be objective third 

party entities. CBEE should use a competitive sel~tion process to choose 

analysis agents. We recognize, however, that the universe of qualified 

individuals and entities for these functions may be limited. \Ve will require that 

minimization of conflict-of-interests be a significant criteria in the selection 

process (or analy-sis agents, and that individual Board Members refrain from any 

participation in selection processes when analysis agent candidates have financial 

or organizational ties to that Board Member. 

seE and RESCUE/ICA/SESCO and NAESCO argue that CBEE's 

scope of services for program administrators include implementation functions 

that go beyond the role intended by the Con\n\ission. We disagree. In 

D.97-02-014 and D.97-09-117, we delineated the expected functions of energy 

e((iciency program administrators to include assisting the Board in selecting 

various projects, paying monies to and verifies program milestones/performance 

indk,1tors, managing any standard offers, and collecting lunds and Inanaging the 

bank account. \Ve explicitly stated that the program administrators would not 

"deliver energy ellidency solutions." 

In providing this description of gencrallunclions, we stated that it 

was not intended to be exhaustive of the activities that may be provided by . 

administrators "but simply that any activities should be consistent with this list." 
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(Ibid., p. 30 n. 9.) \Vith respect to implcmentation functions, we clarificd our 

expectation that project dcvclopn\cnt and agreements with customcrs "should be 

lelt to private companies." \Ve also cmphasized that "providing customers with 

meaningful information on energy efficiency inveshllents and reducing barriers 

to investments in encrgy c((icient technologies" are nloie properly performed h}' 

program implementors. (Ibid., p. 31; see also Conclusions of Law 20 and 21, 

Ordering Paragraph 17.) 

Under CBBE's proposal, program administrators shall never 

perform the (oHowing functions; 1) provide energy elliciency solutions to 

customers (c.g., customer inlentives, design assistance, direct installati6n), 

2) develop project agreements with customers (e.g., standard performance 

contracting), 3) provide site-specific information to customers or 4) provide 

general tt:'ChriicaUraining or lonunissioning. {See CBEE's November 24,1997 

filing, pp. 20-22iCBEE's ~fatch 11, 1998 proposed RFP, p. 1-23.)11 These 

exdusions dearly identify implen\entors (not prograrr\ admInistrators) as the 

responsible entities for developing projects, reaching agreements with custon\ers 

and deliveriJlg energy efficiency solutions, consistent with our guidanlc in 

0.97-09-117. 

As discussed in Section 5.1, CBEB identifies program-related 

functions not falling under the above exdusions that arc often categorized under 

program implementation. (See CBEE's March 11, 1998 proposed RFP, pp. 1-18 to 

U \Ve note that the text of the RFP is nl'lt as descriptivc as CBEEJs November 24, 1997 
filing (pp. 20-23) with regard to the nonadnlinistrative functions for which a program 
administrator 1) will never have a role under this RFP or other funding vehfde (e.g., the 
October 1 advice letter process) or 2) may have a role, on a case-by-casc basis. CBEa 
should expand the discussion in the RFP to reflect the description presented in its 
November 24,1997 filing. 
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1-23; 1-39 to 1-45.) Our discussion in D. 97-02-014 and 0.97-09-117 did not 

explicitly address whether program administrators should be allowed to (for 

example): (1) collaborate with other regional and nationallnarket transformation 

initiatives; (2) coordinate bulk purchasing arrangements; (3) provide summary 

information intended to conmlunicate with customers the range of services being 

provided by implementors (and how to contact these implementors); (4) provide 

product rating and contractor certification services; or (5) provide support and 

training to improve compliance with codes and standards. 

We agree with CBBE that there are instances where it may be 

, reasonable to allow the direct involvement of program administrators in these 

nonexc1uded implementation functions. As CBEE explains: 

"Por some functions, such as bulk purchasing arrangementsJ 

eff~tive performance requires an entity with substantial 
market leverage, a central role in the marketplace, and ties to a -
wide range of market actors. ~fanu(acturers, being nationally 
based, generally prefer to deal with as lew organizations as 
possible, and for those organizations with which they do deal 
to be as centrally placed as pOSSible. Under the new 
administrative structure, administrators appear to meet these 
criteria. Thus, administrators may in some cases be better 
placed than imptementors to work with manufacturers. 

IIFor some functions, such as product rating and contractor 
certification, effective performance requires an entity with 
substantial credibility in the marketplace and a reputation as a 
disinterested party. Under the proposed affiliate rules, the 
CBEB envisions requiring adnlinistrators to use a common 
logo reflecting the public nature of their funding. The CBEE 
hopes that this will result, over time, in impJementors aligned 
with the CBER programs building up such credibility. 
However, at least initially, administrators may be the entity 
that is best placed to coordinate the use of the logo for 
program implementation functions such as those described 
above. 
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"For som.e functions, such as providing a centralized source of 
information regarding the range of services being provided by 
implementors and the way to teach these implementors, 
effective performance requires an entity with full awareness of 
the range of activities being conducted by {mplementots. 
Because administrators will be responsible lor overseeing the 
program implementation activities of iil\plementors, they may 
be well placed to play this tole. 

"SOme functions, such as code support and training, Illay he1p 
contribute to n'lee-ting the CPU CiS policy goals, but are of such 
a natute that they cannot be expected to be freely provided by 
private market actors, eVen in a vibrant and well functioning 
energy efficiency market. Administrators may be a logical 
entity to assume responsibility for such functions." (CBEB's 
November 24, 1997 filing, pp. 21-22.) 

However, any such ditect involvement in program in'lplementation 

by administrators should be undertaken, as CBEE teconunends, only on a 

case-by-case basis. Because the role of program administrators in the market 

may directly in\pact our policy goals for energy efficiency, these decisions should 

be subject to Con\mission approval in the form of a resolution or decision. 

Approval for the involvement of program administrators in progran\ 

implementation not falling under the above exclusions may be requested in 

conjunction with the October 1 Advice Letter subnuttal o~ energy efficiency 

program plans and budgets. Alternatively, this approval may be requested at a 

later datel as the programs approved by the COIl\n\ission are being irnplementcd. 

CBBE should clarify in the RFP that it will make rC(on\mendations 

regarding the role of program adm.inistrators in nonexc1uded in\plementation 

functions, on a case-by-case basisl subject to Comn'lission approval. Factors to be 

considered it\ giving this approval should include: (1) whether a successful case 

can be made that the administrator is better placed than any private market actor 

to fill the nonexcluded function and (2) whether a successful case can be made 
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that the nonexduded function contributes to Illeeting policy objectives, but w1l1 

not be freely provided by private market actors even b\ a well-functioning energy 

efficiency market. 

In their (on\ments 01\ CBEE's November 24, 1997 filing, PG&E, 

SMUD and others urge Olore specificity regarding program design and funding 

for the specific programs to be implemented. Several parties also expressed 

objections to the program funding levels that Were presented in the RFP. We 

recognize that the RFP may not ('ontain the level 01 detail that bidders would 

prefer. However, too much specificity at this time would limit the effectiveness of 

further joint planning processes and the impact of public input and ideas from 

the marketplace, all of which we ate trying to encourage. We believe that CBEE's 

response to bidders' comments, namely to present a list of minin\um 

responsibilities fQr which administrators are to be responsible and encourage 

bidders to go beyond that minimull\, represent a reasonable balancing of 

concerns. We emphasize that the funding levels presented in the RFP (or various 

progranls are illustrative examples only. Final funding levels will be developed 

through the joint planning process, to be reviewed and approved by the 

Commission on at\ annual basis. 

SDG&E objects to the cost cap system because, in its view; such a 

system imposcs excessive risk on administrators. The cost cap approach is a 

aitical component of the RFP. The point of conducting a con\petitive solicitation 

for program administrator services is, among other things, to place the risk of 

cost overruns on market players, c.g., those who choose to bid under the RFl'. 

The aHemativc, namely to place that risk on ratepayers, is unacceptable. 

Finally, we find no merit to REECH's allegations that public input 

was inadequate to consider CBEE's recommendations. As described in Seclion 2, 
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extensive formal and informal efforts. and opportunities for pubJic input have 

been provided in this proceeding. 

In sum, we find that CBEE's proposed RFP and selection process are 

consistent with our goals and objectives {or the independent administration o{ 

energy c({idency programs. We have, however, identified sOme areas that 

require further darification or revisions, as discussed above. In addition l we note 

that there arC references in the RFP to the IIgoals and objectives of thcCBEE." 

(Sec, for example, page 11-11 of CBEE's March 11, 1998 proposed RFP, 

Section (iii)(I).) In its compliance filing, CBEE should consistently rcfer to the 

Commission's goals and objectives (rather than CBEE's) sO there is no 

misunderstanding that it is our goals being promoted by the competitive 

solicitation and subsequent implementation of energy efficiency programs. 

Reg~tding the model (ontract terms, eBEE requests a deterrnination 

regarding the contracting party, e.g., what entity (or entities) should sign the 

contract with new program: administrators. CBEE's model contract identl(ies 

CBEE as the contracting party in the opening statement and inspedfic contract 

prOVisions, but identifies the CPUC and CBEE as joint signatories to the 

agreement. CBEE also reconul\ends that we identify the procurement official 

who will be responsible (or issuing the RFP, handling inquiries and questions, 

ensuring that state procurement principles are followed l ensuring that proposals 

are held in a secure environment, and transmitting final proposals to the CBEE 

and its screening committee. 

Because of issues regarding the SPB and CBEE's legal structure, we 

are still in the process of considering these and other elements of the contracting 

process, such as what entity or entitles will hear protests. Today's decision does 

not teach a resolution of these Issues. We will defer our consideration of the 

nlodel contract language until these issues can be addressed by further 
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Commission order. Accordingly, the RFP language should be revised at this time 

to ontit specific identifkation of the contracting party, procurem('nt official or 

entity that will h('ar protests. We will also defer determination of the manner in 

which funds will be disbursed to the new administrators, until the issu('s 

identified above are addressed. 

As CBBE notes, the terrn sel forth in the RFP and accompanying 

contract requires the Commission to seek a waiver fron .. the DGS to extend the 

term beyond 36 m6nths. We lind that there is a substantial justilication for a 
longer contract term in this situation, given the current time limitation on the 

CBEE's eitorts to the period through the end of 2001. WHhout such an extension, 

a contract entered into in August 1998, fot example, could require a new 

competitive procurement {or only the remaining four months of 2001. We direct 

our Executive Director to seek such a waiver as expeditiously as possible, and 

report to the assigned Commissioner on the status of that request. \Ve approv~ 

eBEE's proposed contract term, contingent upon DGS approval of our request 

for a waiver. 

As eBEn points out, the model contract will be amended several 

times during the tern\ to reflect the development of program designs as a result 

of the joint planning proc~ss. CBEE requests that we decide how such 

amendments should be n,ade, and by whom. CBEE also requests that we decide 

the procedural process for approval of program administrator awards and 

contracts. 

Amendments to the contracts that reflect progranl design and 

devclopn\ent should be presented to the Commission as part of the annual 

Advice letter process described in Attachment 3, and considered at that time. 

CBEE's request (or approval of the program administrator awards and signed 
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contracts should also be made by Advice L-ettef, to be approved by Commission 

resolution. 

Page I-56 of COEE/s proposed RFP currently states that CBEn has the 

authority to n'lOdUy the RFP prior to the date fixed (or submission of final 

proposals. This language should be changed to state that the Commission, or the 

Commission's designee, shall have this authority. 

CBEE's proposed RFP includes a timeline for the transition to the 

new administrative structure, which includes milestones adopted by the assigned 

ALJ in compliance with the transition dates adopted in 0.97-09-117. 'Inc Hmeline 

includes key dates (or: 1) the release of the RFP, 2) the preparation and 

submission of proposals, 3) the review of proposals and eBEE selectionl 4) the 

Commission review and approval of award contracts, and 5) the Cull operation of 

new administrators. 

We have been unable to move Convard on schedule in light of certain 

events, in particular, the recent ruling by the SPB Executive Director which 

disapproved the agreements between CBEE and its administrative and technical 

consultants. As discussed in the Introduction and Summary, we arc reviewing 

the extent to which the administrative structure adopted in 0.97-02·014 and 

subsequent decisions can be continued in light of that ruling. As part of that 

review process, we may need to make modifications to the transition dMes 

adopted in 0.97-09-117, and hencc, the key dates included in the RFP. Therefore, 

in its compliance filing, CBEE should leave the key dates blank until further 

direction from the assigned ALJ, assigned Commissioner or the Commission. 

On March 10, 1998, the Governor issued an executive order (or all 

state agendes to ('case enforcement of the minority and women busin~ss 

enterprise program participation goals previously r('quired under Public 

Contracls Code 10115. The RFP Janguage in Section III should be revised to 
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delete reference to ntinority and wonlen business enterprises, leaving reference 

only to disabled veterans. The corresponding (orm in Appendix A of the RFP 

should be modified or replaced accordingly. 

State ptocuren\ent rules may tequire that the identity of entities 

submitting letters of intent or bids must be considered public information. 

Therefore, CBEE's proposal to keep the letters of intent conlidential may not be 

consistent with th{>se rules and this confidentiality language should be deleted 

from the RFP. We will revisit this question in a futui'e decision on whether to 

release the RFP. 

Finally, we recommend the folloWing editorial changes to eBBS's 

proposed RFP; 

• Clarify that final proposals arc public upon completion of the 
techriical evaluation, ratherthari upon opening. (Section I-G.11 

page 1·55); 

• Clarify that the master (Opy of proposals will be retained fQr 
oiliciallites and will becorile public record after the date and time 
lor technical evaluation of proposals and notice of intent to award, 
rather that after the date and time lcir final proposal submission. 
($c(lion I.G.5, page I-56.)j 

• Correct the phone tlumber for the Oifi<:e of the Secretary of State. 
(page 111·8.); 

• Move th~ definitions presented in Sec:tion I·H into a separate 
appendix; and 

• Include an additional nolke to emphasize that a separate proposal 
must be filed for each separate administrator. 

Within 20 days of the cf(cdive date of this order, CBEE should file a 

complete RFP package, including the policy rules, as modified by thisdcdsion. 

This compliance filing should contain markings that indicate all changes to the 
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documents presented in CBEE's March 11, 1998 filing. CBEB should prepare a 

table of cross-references between the modifications or clarifications required by 

teday's decision and the location of specific Janguage(on\plyi~g with those 

requirements in the (ompliance documents. CBBE should also include an 

unmarked version of the documents tn its (iling. The Corrunission ,vill inforn\ 

CBEB of the results of its review by a letter from the Executive Director, by 

Commission decision or by Commission resolution, as deemed appropriate by 

the assigned Commissioner. 

Findings of Fact 

1. The Commission's statements in 0.97-02-014 do not exhaustively describe 

the activities or (onsiderations (or energy c(fidency funding. Nor do they imply 

that the additional Commission guidance in the Preferred Policy Decision should 

be ignored. 

2. CBEB's proposed lules, as modified by this decision, appropriately 

(onsider the various aspects of market transformation and privatization 

discussed in the Comn\issionJs policy decision. 

3. CBER's proposed cost-effectiveness rules ensure a broad portfolio of 

market transformation and privatization activities that meet the ConunissiOl\'s 

objectives, and are consistent with the diredion (rom the Legislature that PGC

funded energy efficiency activities produce benefits in excess of costs. 

4. CBEE's proposed rules ensure accountability by requiring independent 

analysis of the I)GC-funded progran\s as they are implemented. 

5. The public workshop process proposed by CBEE (or working out 

important implementation issues is consistent with the approach this 

Commission has taken in the past to implement utility-funded DSM activities. 

6. CBEE's recon\I\\cndations to have separate administrators (or residelltial, 

nonresidential and new construction activities best balances the following 
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objectives: 1) presenting each adnlinistrator with a scope of responsibilities that 

is limited enough to be within the capabilities of a wide range of entities, thus 

allowing for a substantial rnarket response to this RFP, 2) limiting the risks 

attendant on the possibility that one or more adm.inistrators Iltight fail to perform 

adequately, 3) keeping the total number of administrators small enough to lead 

to a manageable administrative assignment on the part of the CBEE, 4) ensllring 

that the responsibilities of each administrator are sufficiently dearly delineated to 

guard against the possibility of program gaps, overlaps and jurisdictional 

ambiguities; 5) giving the CBEE as many options as possible in tailoring the 

selection of administrators to the mix of skills across proposers and 6) ensuring 

that administrators' responsibilities ate structured in a manner that reasonably 

approximates the manner in which actual energy efficiency nlarkets are 

structured. 

7. To ban state agencies ftom bidding for prograrll administrator would 

inappropriately eliminate potentially qualified administrators from 

consideration. At the san\e time, it would be unfair to other bidders to treat state 

agencies differently lor the purpose of the scledion process and criteria or 

limitations on an adm.inistrator also performing implementation. 

S. Induding performance incentives in the total award and bidder total cost 

cap ensures that the total costs of administrator compensation will be Iim.ited to 

the costs proposed by bidders in response to the RFP. 

9. h\duding renewable self-generation in the definition of energy efficiency 

represents a significant change to our current definition and could exdude other 

valuable on-site measures fron\ consideration. In addition, this modification to 

the definition of energy e(ficiency could create possible overlaps or confusion, 

since renewable self-generation technologies arc already eligible for surchMge 

funding through the Renewablcs program administered by the CEC. 
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10. AHowing regu1ated utilities to use ratepayer funds for preparation of bids 

would give them an unfair advantage over other competitors. 

11. CBEE's proposed administrator code of conduct, as n\odified by this 

decision, restrict an administrator lrom conducting its activities in a manner that 

would unfairly favor or discrin\inate against any n'arket entity. 

12. The context lor the ,,(filiate rules addressed in this proceeding is different 

from that governing the Commission's consideration of utility affiliate 

transaction rules in R.97-04-011/1.97-04-012. First, today's adopted rules apply to 

both utility and nonutility entities. Second .. they address circumstances under 

which affiliates may receive PGC funding for energy efficiency activities, rather 

than whether affiliates may operate in the market. Finally they apply to program 

administrators that are acting under contract to perform specific (unctions to 

achieve the Commission's market transforn\ation goals, rather than firms 

providing Pioducts and services directly to customers. 

13. Limitations on the potential receipt of PGC funds do not prevent affiliates 

of an administrator from operating in energy efficiency markets. 

14. Limiting the receipt of PGC funds to nonaffiliates of a progran\ 

adnlinistrator, with the exception of SPC programs up to a 15% market share, 

appropriately balances two objectives: 1) maximizing the number of potential 

proposers to be administrators or implementors and 2) ensuring that vibrant 

competitive energy efficiency markets develop during the transition from 

utility-administered programs to independent administration. 

15. Remaining concerns over the issue of utility and utility affiliate market 

power can be addressed by monitoring utility (and affiliate) market share over 

time and revisiting today's adopted rules, as necessary. 

16. Concerns over potential favoritism by one administrator vis-a-vis the 

a((iliate of another can be addressed through COEE's proposed code of conduct, 
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as modified by this decision. Imposing stricter affiliate limitations at this tiole 

would unduly compromise the goal of maximizing the number of potential 

proposers to be adIninistrators or implementors. 

17. The context for considering corporate identification of energy efficiency 

administrators and their affiliates conCerns the identification of market 

transformation programs funded by ratepayers. 

18. Allowing a program administrator to usc its private corporate 

identification in performing PGC-lunded administrative services today could 

create a competitive advantage for that firm, or its affiliates, as the energy 

efficiency market becomes privatized. 

19. Identifying the firms sclected as progrant administrators under a generic 

statewide identilication when acting as the administrator, rather than under 

private corporat~ identification, removes the potential that these firms 

(or alfitiates) would obtain an unfair competitive advantage based on their role 

as (or affiliation with) program administrators. 

20. There may be some circumstances where "co-branding lJ would be 

appropriate to further the Commission's market transformation objectives. 

21. The achievement of the Conmlissionls energy efficiency goals requires a 

nondiscriminatory process that allows access to certain customer information 

without prior contact with a customer, but with adequate customer privacy 

protections. CBEE's proposed policy rules achieve this objective and are 

consistent with our directives in D.97-12-103. 

22. Our utility affiliate rules, as adopted in 0.97-12-088 contain adequate 

safeguards to ensure against the potential transfer of sensitive information to 

affiliates, without completely prohibiting transfers of employees to affiliates. 
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23. The approach taken in D.97-12-088 to address joint purchases between 

utilities and affiliates adequately protects against cross subsidization without 

requiring case-by-casc approval of those transactions. 

24. Consistency with the utility affiliate rules on the issue of jOint marketing is 

inappropriate in the context of energy cfficiency programs, where there may be 

valid reasons why an administrator and implemcntors (including affiliates of an 

administrator) n\ay wish to pursue joint marketing. 

25. CBEE's proposed pottcy rules do not dearly delineate thetespective roles 

of CBEE and this Commission in implementing and enforcing these rutes. 

26. eBEE's proposed joint planning process (acilitates the evolution of 

program designs and budgets in light of market developments and with input 

(ron\ a wide range of market participants. 

27. CBEE's proposed RFP package has incorporated suggestions by 

(ommen tors that are most workable and consistent with Comnlission policies. 

28. It would be contrary to Commission policy to include the selection and 

supervision of analysis agents in the administrator's scope of services. It is 

necessary to take steps to see that analysis agents are objective, third-party 

entities to the extent possible. 

29. CBEE's delineation of excluded implementation functions for program 

administrators is generally consistent with Conlmission guidance, but requires 

some clarification. 

30. On a case-by·case basis, a program administrator may be the most 

appropriate entity in the market to be involved in certain noncxcluded 

implementation functions, such as bulk purchasing, product rating and 

contractor certification, code support and training and providing a centralized 

source of information regarding implemcntors' services. 
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31. Too much specificity in the RFP regarding the administrator's scope of 

services would limit the effectiveness of further joint planning processes and the 

impact of public input and ideas from the marketplace. CBBE's presentation of a 

list of minimum responsibilities strikes an appropriate balance. 

32. The funding levels contained in the RFP [or various programs are 

illustrative only. Final funding levels will be developed through the joint 

planning process to be reviewed c\l\d approved by the Commission annually. 

33. CBEE's proposed cost caps appropriately place the risk of cost overruns 

on market players rather than ratepayers. 

34. Extensive formal and informal efforts and oppOrtunities for public input 

have been provided to address the issues in this proceeding. 

35. CBEE's proposed RFP and selection process, as modified herein, are 

consistent with C;omntission goals and objectives for the independent 

administration of energy efficiency programs. 

36. Given the issues regarding the SPB and legal structure of CBER, several 

contracti~8 issues still need to be resolved, such as what entity or entities will 

serve as the contracting party, serve as the procurement official and hear 

protests. The method of lund disbursement to administrators also stUl needs to 

be resolved. 

37. CBEE's proposed contrad term requires Ihe Commission to seek a waiver 

from DGS to extend the term beyond 36 nlonths. 

38. A term longer than 36 months for the program Administrator contracts 

may be required to avoid unreasonable disruptions in program administration. 

39. The model contract, if and when adopted by the CommiSSion, will need 10 

be amended durhlg the term to reflect the development of progran\ designs as a 

result of the joint plAnning process. 
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40. The key dates and timeHnc for the RFP may n'eed to be modified in 1ight 

of recent developments. 

41. On March 10, 1998" the Governor issued an executive order for all state 

agencies to cease enforcement of the minority and women business enterprise 

program participation goals pteviously required under Public Contracts 

Code 10115. 

Conclusions of Law 

1. Because the new administrative structure lor energy eflidency programs, 

as envisioned in D.97-02-014 and subsequent decisions, is currently being 

reviewed by the Commission" CBEE should not implement today's adopted 

pOlicy rules Or release the adopted RFP package until the Commission 

determines that it is feasible to do so. 

2. CBEE's proposed policy rules" as modified by this decision and presented 

in Attachment 2, are reasonable and should be adopted subject to the above 

condition. The differences between the affiliate rules adopted today and those 

adopted (or utility alfiliate transactions in 0.97-02-014 are appropriate, given the, 

different context for affiliate transactions in this proceeding. 

3. As Illodified by this dedsion, CBEE's proposed RFP and selection process 

are reasonable and should be adopted subject to the above condition. However, 

adoption of the model contract language should be deferred until issues such as 

the contracting party, procurement official and entity hearing protests are 

resolved by further Commission order. 

4. Our approval of CBER's proposed contract term should be contingent upon 

our obtaining a waiver from DGS to extend the term beyond 36 n\onths. The 

Executive Director should seek such a waiver as expeditiously as possible. 

S. As desaibed in the RFP, CBEB and the new adn\inistrators should jointly 

develop annual program plans and budgets to be submitted to the Commission 
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as an Advice Letter filing by October 1 of each year. In this submission, COEE 

and the new administrators should provide program or project-specUic (as 

appropriate) cost-effectiveness results as well as portfolio total cost-effectiveness, 

01\ a prospective basis. The annual program plans may alsO include CBEE's 

recomnlendations regarding market share limitations., as discussed in this 

decision. Amendments to the program administrator contract, to reflect changes 

in program design that nlodify the workplan and other aspects of the program 

administrators' responsibilities/·should be presented in this annual submission 

for Commission review and approval. Because the new administrators may not 

he under contract until too late in the process, CBEE should develop th~ program 

plans and budgets to be submitted to theComnUssion (or the 1999 program year, 

as described above. 

6. The public. workshop process proposed by CBEE (or working out 

implementation issues is reasonable and should be adopted. After cortducting 

the workshops., CBEE shoUld filed any proposed revisions to the rules adopted 

by today's decision as a Petition lor Modification under Rule 47, to be served on 

the Special Public Purpose servke list in this proceeding or on the scrvke list of 

any successor proceeding. 

7. Renewable self-generati~t\ projects should not be included in the definition 

of energy efficiency in the policy rutes or RFP package (including the model 

contract) at this time. After additional public input and workshops, CBEE may 

resubn\it this re~ommcndation under the procedures discussed above. CBEE 

should coordinate with CEC on these matters and., in making its 

recon\mendations, should specifically address the conCerns raised by CEC and 

NRDC in their December 10., 1997 comments, and any other conCerns raised by 

workshop participants. 
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8. State agencies should be allowed to bid for program adminlstratorj but 

should not be treated differently from other applicants for purposes of the 

selection process and criteria or limitations 01\ an administrator also performing 

implementation. The RFP should be modified to reveal that a slate agency may 

submit proposals and receive an award. 

9. Regulated utilities should not use ratepayer funds for preparation of bids 

under the energy efficiency program administrator RFP. 

10. CBEE's proposed affiliate rules should be modified to be ~onsistent with 

the safeguards provided under Part V.G.2. of our utility a(filiate rules adopted in 

D.97-12-088. 

11. The Con\n\ission should review the polity rules adopted in today's 

decision based on updated market information. 

12. Any revisjons to the policy rules adopted today should made by 

Commission decision. 

13. Analysis agents should be selected through a competitive bidding 

process, which uses avoidance of conflicts-of-interest as a significant seledion 

criterion. CBRR members who have a financial or organizational connection to 

analysis agent candidates should not partitipate in the selection process. 

14. In its compliance filing, caEE should expand the discussion in the RFP to 

reflect the description presented in its November 24, 1997 filing regarding the 

nonadministrative functions (or which a program administrator 1) will neVer 

have a rote under this RFP Or other funding vehicle or 2) may have a role, on a 

case-by-casc basis. 

15. In its compliance filing, CBEE should consistently refer to the 

Commission's goals and objectives, rather than CBEE's, so there is no 

misunderstanding that energy clfidency programs arc to be implemented to 

promote the Commission's policy objectives. 
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16. In its compliance filing, CBEE should leave the key dates in the RFP 

timeline b1ank until further direction from the assigned Administrative Law 

Judge, assigned Con\missioner or by the COlnmission in an order or resolution. 

17. CBBE should clarity in the RFP that its request for appro\'al of program 

administrator awards and signed contracts wiJl be by Advice Letter, to be 

approved by COm.n'ission l'esolut1()}\ 

18. Because the role of program administrators in the market may directly 

impact the COn\mission's policy goals for energy efficiency, decisions regarding 

progran\ administrators role in nonexduded implementation (uncnons should be 

subject to Commission approval in the 'fonn o( a resolution or decision. Factors 

to be considered in giving this approval should include: (1) whether a successful 

case can be made that the administrator is better placed than any private market 

actor to (ill the nQnexcluded function and (2) whether a successful case {'an be 

made that the nonexduded function contributes to rneeting policy objectives, but 

will not be (reely provided by private market adors even in a well-functioning 

energy efficiency market. 

19. The RFP language in Section III should be revised to delete reference to 

minority and women business enterprises, leaving reference only to disabled 

veterans. The corresponding form in AppendiX A of the RFP should be n\odified 

or replaced accordingly. 

20. CBEn should o\odify the RFP to state that the Commission or its designee 

shall have the authority to modify the RFP prior to the date fixed (or submission 
, 

of final proposa1s. 

21. Because state procurement rules o\ay require that the identity of entities 

submitting letters of intent or bids must be cOl\sidered public information, 

CBEE's proposal to keep the letters of intent confidential "lay not be able to be 

adopted. The Commission should darify this point in a future decision. 
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22. In its compliance liling~ CBEH should make the editorial changes to the 

RFP: 

• Clarify that linal proposals arc public upon (onlpleti6n of the 
technical evaluation, rather than upon opening. (Section I·G.1J 

page I-55); 

• Clarify that the master copy of proposals will be retained for 
ofCicialliles and will become public record after the date and linle 
for technical evaluation of proposals and notice of intent to award, 
rather that after the date and tiOle for final proposal submission. 
(Section I.G.5, page I-56.); 

• Correct the phone nUl'nber for the Of(ice of the Secretary of State. 
(page 111-8.); . 

• tvlove the definitions presented in Section I-H into a separate 
appendix; and 

• Include an additional notice to emphasis that a separate proposal 
must be filed for each separate administrator. 

22. Unless otherwise stated in this decision or adopteQ policy rules, CBEE 

should request Commission approval by filing an Advice Letter and serving that 

Advice Letter on the Special Public Purpose service list in this proceeding or on 

the service list of any successor proceeding. Commission approval will take the 

(onn of a Comn\ission resolution. 

23. BtX'ause no party has been adversely a{fcded by the late filing of 

comments by REECH and SMUD, those comn\enls should be accepted. 

24. In order to expedite the filing of compliant RFP documenls, this order 

should be e((cctive today. 
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INTERIM ORDER 

IT IS OltDERED that: 

1. The approval given in Ordering Paragraphs 2 and 3 of the policy rules and 

request for proposal (RFP) proposed by the California Board (or Energy 

Efficiency (CBEE) is conditioned on the Commission's dcterininatioI\ that the 

approach to the administration of energy efficiency programs adopted in 

Decision (D.) 97-02-014, D.97-04-044, D.97-05-041, and D.97-09-117 is feasible. 

The adopted poHcy rules shaH not be implemented and the adopted RFP shall not 

be released until further order of the Commission. 

2. The policy rules proposed by the CBEE to govern the use of Public Goods 

Charge (PGC) funds for promoting energy c(fidency, as modified by this 

de<:ision and presentoo in Attachment 2, are adopted subje<:t to the condition 

stated in Ordering Paragraph 1. Any modifications to these policy rules shall be 

made by Commission decision. 

3. The RFP proposed by CSEE, as modified by this decision, is adopted 

subject to the condition stated in Ordering Paragraph 1. The model contract 

proposed by CBBE and included in the RFP is not adopted at this time. It shall be 

reviewed by the Contn\ission in a subsequent decision, in which the contracting 

party, procurement official and entity hearing protests will be identified. 

4. \Vithin 20 days of the effective date of this order, CBEE shall file a complete 

RFP package, including the poHcy rules, as modified by this decision. This 

compliance filing shall contain nlarkings that clearly indicate all changes to the 

documents presented in CBBS's l\1arch 11, 1998 filing. COEn shall prepare a table 

of cross-references between the Illodifications or clarifications required by 

today's decision and the location of specific language con\plying with those . 

requirements in the cOn\plial\Ce documents. CBEE shaH also include an 

unmarked version of the documents in its filing. These tasks arc appropriately 
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considered wrap-up activities for CDEE's technical consultants, consistent with 

Assigned Commissioner Neeper's Ruling of February 24,1998. The Comnussion 

shall inforn\ CBEB of the results of its review by a leUN from the Executive 

Director, by Con\mission decision or by Commission resolution, as deemed 

appropriate by the assigned Commissioner. 

5. CBEE and the new administrators of PGC-funded energy efficiency shall 

jointly develop annual program plans and budgets to be submitted to the 

Commission as an Advice Letter filing by October 1 of each year. In this 

submission, CBEB and the new administrators shall provide program or 

project-specific (as appropriate) cost-effectiveness results as well as portfolio total' 

cost-effectiveness, on a prospective basis. An\cndmcnts to the program 

administrator contract" to reflect chan~es in program design that modify the 

workplan and ottter aspects of the program administrators' responsibilities, shall 

also be presented in this submission for Commission review and approval. The 

annual program plans may include CBBB's recommendations regarding fnarket 

share limitations. The Advice Letter filing shall be served on 1) the Special Public 

Purpose service list in this proceeding or the service list of any su<cessor 

proceeding and 2) any other individual or organization that sends a written 

request to COEE to be served. 

6. CBEn shall hold public workshops to address implementation issues (or 

PGC-funded activities, including updates and refinements to: 1) initial 

definitions in the rules, 2) measures of value and performance, including 

cost-effectiveness tests, and 3) market assessment, (!valuation and perfonnance 

n\(~asuren\ent. After conducting the workshops, CBBE shall file any proposed 

revisions to the rules adopted by today's decision for Commission consideration 

as a Petition for Modification under Rule 47 ot the Commission's Rules of 

Practice and Procedure. COEE's Petition for Modification shall be filed at the 
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Commission's Docket Office and served on the Special Public Purpose service list 

in this proceeding or the service list of any successor proceeding. Any revisions 

to the policy rules adopted today shall be made by Comnussion decision. 

7. Pacific Gas and Eledric Company, Southern California Edison Company, 

San Diego Gas & Electric Company, and Southern California Gas Company shall 

not use ratepayer funds for the preparation of bids in response to the ptograW~ 

administrator RFP adopted in this decision. 

8. \Vithin 120 days from the effective date of this dedsio}\ CBEE should 

submit recommendations concerning the type of market information to be 

submitted by utilities and the adlt'l.inistrators (utility and nonutility), and propose 

a procedural schedule for the submission of this information to CBEE and the 

Commission. Such information shollid include market share statistics of utilities, 

utility affiliates a_nd other entities in the energy efficiency market, the number 

and dollar value of contracts between utility and nonutility adn\inistrators and 1) 

their affiliates, including affiliates operating in program areas administered by 

nonaffiliated administrators, and 2) other entities. eBEE shall solidt pubJk 

comment ort its proposal prior to subolitting final rtXommendations. CBEE sha1l 

file its recommendations at the Commission's Docket Office and serve copies to 

the Special Public Purpose sentice list in this proceeding ot on the service list of 

any successor proceeding. Interested parties shall have 15 days to comment. The 

assigned Administrative Law Judge, in consultation with the Assigned 

Conunissioner, shall issue a ruling to establish the reporting requirements and 

filing schedule. 

9. In consideration of staffing uncertainties, the timing of requirements for 

CBEn compliance in Ordering Paragraphs 4, 5, 6 and 8 may be modified by 

Assigned Con\missloner Huling. 
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10. As expeditiously as possible, the Comn\ission's Executive Director shall 

seek a wah'er ftom the Department of General Services to extend the model 

contract term beyond 36n\onths. 

11. Unless otherwise stated in this decision or the adopted policy rulcs, CBEE 

shall request COnU1\ission approv'al by tiling an Advice Letter anct serving that 

AdviceLetter on the Special Public Purpose service list in this proceeding or On 

the service list of any success()r prOtecding. Commission approval shall take the 

form of a Comnussi()n resolution. 

12. The latc-filed comments of Residential Energy Efficiency Clearing House, 

Inc. and Sacramel\to ~1unicipal Utility District in response to CBEE's 

November 24,1997 filing ate accepted. 

This order is ~f(ective today. 

Dated Ap!iI23, 1998, at Sactamento, California. 

RICHARD A. BILAS 
President 

P. GREGORY CONLON 
JESSIB J. KNIGHT, JR. 
HENRY M. DUQUE 
JOSIAH L. NEEPER 

CommissiOl\el'S 
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ADOPTED PROPOSEOMODtFfEO-POLICY RULES FOR 
ENERGY EFFICIENCY ACTIVITIES' 

A. Overview 

The policy rules contained in this docun\ent are the California Public Utilities 
Commissiott's (Commission) guiding principles to the California Board for 
Energy Efficiency (CBEE) for use in pursuing the Comtllission's energy-efficiency 
policy objectives. 

The poHcy rules are organized into nine sections: 

I. Introduction 
II. Polky Objectives 
]11. Roles and Responsibilities Under the Administrative Structure 
IV. Program Design Requirements and Eligibility Guidelines 
V. Measures of Value and Performance,lncludingCost-Effectiveness 
VI. Market Assessment, Evaluation, and Performance Measurement 
VII. Compensation and Performance Incentives for Program Administrators 
VIII. Administrator Code of Conduct 
IX. Affiliate Rules 

Appendix A contains a list of definitions. Appendix B describes the Public 
Purpose Test, a cost-effectiveness test for use with Public Goods Charge (PGct 
funded energy-efficiency programs. 

I. IntrOduction 

I-t. These polk}' rutes govern the use of Public Goods Charge (PGC) funds for 
promoting energy efficiency. These rules do not apply to the interim 

I This document indicates all changes to the Modified Policy Rules proposed by the 
California Board for Energy Efficiency (CBEE) on November 24, 1997, as revised in 
the January 31,1998 and March II, 1998supplementaJ filings. Additions are double 
underlined; deletions are struck out. 

1 The policy rutes usc the term "PilbJic Goods Charge" to refer to (l) electriC PGC funds 
for energy cmciency as set forth in AS 1890, (2) t\nrencrgy efficiency funds resulling 
from a gas surcharge mechanism, and (3) gas DSM funds for energy efficiency 
authorized in the interim until a gas surcharge mcc:hanism is implemented. 
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administration of PGC-funded programs-tlttring-tht.~ir:ltnit\e-mt}nth~f 
1998. These rules do not apply to pre·1998 progran\ commitments, which 
are to be funded using pre·1998 (arryover funds, or to shareholder 
incentives associated with these (ommitments, both of which remain 
subject to the demand-side mancagen\cnt (DSM} policy rules that were in 
place at the time the commitments Were made. 

1-2. The policy rules are to be used by the Commission) the CBEB, 
administrators of PGC-funded energy-efficiency programs, ~lI\d 
Implenlentors of PGC-lunded energy-efficiency programs. TIle CBEE is 
the appropriate initial forum [or parties to review and discuss policy rules 
and program implell\entation, and proposed changcs to policy rules and 
programs. 

1-3. The policy rules are supplemented by supporting documents that provide 
additional information on the application of these rules. 

1-4. Supporting documents olay be developed through CBEE-sponsored public 
workshops, on an as-needed basis. In view of the newness of the 
objectives, approaches, and needs of PGC-funded programsl these 
workshops should commence as soon as possible while the CBEE is in the 
process of hiring new adnunistrators. 

1-5. The policy rules are to be reviewed and modified, as necessary, by the 
CBEE} subject towith-ultimate approval from the Commission. 

II. Policy Oblecthfes 

H-t. The goal of PGC·funded energy-efficiency progranls is to provide in-state 
benefits through cost-effective energy-efficiency and conservation 
programs. 

11-2. The objectives for energy-efficiency policies have changed from trying to 
influence utility decision makers, as monopoly providers of generation 
services, to trying to transform the market so that individual customers 
and suppliers in the future, compelitive generation markel, will be making 
informed and ft)st-be-neficidkost-eCfcdive energy chokes. 
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11-3. PGC-funded energy-efficiency programs should playa strategic and, 
ideally, transitional role in the development of a fully competitive market 
for energy-efficiency products and services. 

11·4. The mission of PGC-funded programs is to transform markets and 
ultimately privatize the provision of cost-beneftdalcffcclive energy
effident products and services so that customers seek and obtain these 
products and services in the private, competitive market. Energy-efficient 
products and services are currently sought and obtained by customers in 
the private, competitive market. Yet, a variety of Ceatures or conditions of 

. the structure and functioning of the current market, called market barriers, 
prevent customers from/filly seeking and obtaining all cost
beneficitllelredive energy-eHident products and services. Success in 
transforming markets means reducing or eliminating market barriers in 
ways that allow the private competitive market to supply and customers to 
obtain all cost-beneficittfcffcctive products and services in a self-sustaining 
fashion -that is, without a continuing need lor PGe-Cunded programs. 

11-5. Elements of such a fully transformed} wen-fundionin~ and self-sustaining 
market include: (1) Workable competition that nlotivates rival sellers to 
supply a variety of energy-relatcd products and services, including 
different levels of energy efficiency, that satisfy diverse customer needs 
and societal environmental goals at competitive prices; (2) A 
customer-friendly environment in which customers can readily obtain and 
process trustworthy information or professional services that allows them 
to compare the prices and energy-efficiency qualities of different services 
and products; (3) A positive legal and regulatory structure that 
(a) minimizes undue barriers to the entry of new service providers or the 
development of new and more efficient products; (b) provides for the 
internalization of environmental damages in energy prices; (e) provides for 
the exp~ditious redress of legitimate customer complaints related to 
defective energy-efficiency products and services or fraudulent 
performance claims; antf .. (4) A~ pO!'tiHve-innovative ftnc.He~Nting 
environment in which rival entrepreneurs compete and profit by 
innovatively discovering untapped energy-efficiency marketing 
opportunities~ and (5) a learning environment in which customers learn 
how new energ}'-effidenl investnlcnts and practices may better satisfy 
their needs and circumslances. 
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11-6. Achieving the objectives of market transformation will require a balanced 
portfolio of programs that collcctively will: (1) Promote a vibrant 
energy-efficiency products and services industry that can be self-sustaining 
without a continuing need {or PGC-funded programs; (2) Encourage direct 
interaction and negotiation between private marketpartidpants (including 
energy-e((iciency service providers) and customers, bltilding lasting 
relationships that will extend into the (uturei (3) Trans{orm the "upstream'l 
market (e.g'l Il\anufacturcrs, distributors, retailers, and builders) So that 
energy-efficient products and services ate made availablel pron\ote<il and 
advertiSed by private market participants; (4) Be in the broader public 
interest, with support for activities that would not othenvise be provided 
by the competitive market (e.g., capturing lost opportunities and aVoiding 
cream-skill\tl\ing); (5) Empower customers, especially residential and small 
commercial customers, with meaningful information on the costs and 
benefits of energy-efficiency measures; (6) Align the beneiits of PGC 
programs with the customers providing PGC funds; (7) Transfonh markets 
in an expeqitious manner, in view of the limited time horizon over which 
PGC funding is guaranteed; and (8) Maximize the societal and in-state 
energy-effidencY-l'elated benefits achievable through PGC funding. 

11·7. PGC-funded programs ate no longer warranted when they cannot further 
transform the market in a cost-effective manner. 

11-8. Con\mon definitions and reporting requirements are necessary to al10w the 
CBEE to: (1) Track progress in meeting the market trans{onllation 
objectives outlined in this section; and (2) Ensure consistency in treatment 
of Administrators and Implementors. 

Appendix A includes a list of definitions devc10ped by the CBEE. The CBEE wiH 
sponsor public workshops to discuss and develop further definitions and 
reporting requirements. 

III. Roles and Responsibilities Under the Administrative Structure 

111-1. The entities responsible for overseeing, administering, and implementing 
the expenditure of PGC funds (or energy efficiency include the following: 
(1) the Commission; (2) the CBEB; (3) entities perforrntng analytic and 
other snpJx)fHechnk,,1 services for the CBEE, known as COEB sWf-ttnd 
ftgentstcchnic(,) sHREort: (4) Program Administrators, including a 
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Residential Administrator, a Nonresidential Administrator, and a New 
Construction Administratorj (5) sub<ontractor hired by the Administr.,(ors 
to perform specific tasks that arc the respollsibility of the Administrator; 
and (5g) Implementors, or entities delivering energy efficiency services 
under the dirC(tlon of Program Administrators. 

111-2. The following rules describe the general rote of the CBEE, stftif and "gents 
technical support of the CBEE, Program Administrators, Subcontractors 
and ImpJementors. It should be noted, however, that the role of each of 
these parties will vary somewhat both oVer timc1 as experience with the 
new policy rules accumulates, and oVer different types of programs. 

111-3. The responsibilities of the CBEE shall include the following: (1) Making 
recommendations to the ComnUssion regarding the expenditure of PGC 
funds; (2) Overseeing the development of PCC-funded programs and 
budgets, induding overseeing periodic or as-needed joint planning 
processes fadlitated and led by Program Administrators; (3) Overseeing 
the transition from interim administrators; (4) OVerseeing Program 
Ado\inistrators and their oversight of program implementation, the 
assessment and verification of Administrator performance, and 
Adn'tinistrator compensation and performance incentives; (5) Overseeing 
the preparation and submittal of reports to the Commission, including 
reports drafted by eBBE sMff fllld _'gents technic .. ,) support and submitted 
by the CBEE, reports prepared and submitted by Program Administrators, 
and reports prepared and submitted jointly by the CBBE and Program 
Administrators; and (6) Ovcrseeing analysis tasks performed by CBEE-!\hlff 
ffilth\getlts~ech,\ki\l support. including str~ltegic planning, market 
assessment and program evaluation. 

III·4. The responsibilities of CBEn tcchnkt,t support5ttlff--anlhlg<:'1lt"S-shall indude 
the following: (1) Assisting the CBEE in the tasks described in 1l1·3j (2) 
Performing analysis tasks useful to and identified by thc CBEE, including 
strategic planning, market assessment, and evaluation; (3) Providing 
inforn'tation, where requested, that Administrators could use to assess and 
verily implementor performance and help deternune implementor 
compensation; (4) Developing and drafting CBEE recofllmendations to the 
Commission on policy and program issues; and (5) Assisting the COEE in 
the preparation and submittal of COBE reports to the Commission l in the 
oversight of reports prepared and submitted by the Administrators, and in 



R.94-04-031,1.94-04-032 ALl/MEG/nuj * 
ATTACHMENT 2 

Page 6 

the oversight and preparation of reports submitted jointly by the CBBE and 
Program Administrators. 

111-5. The responsibilities of Program Administrators shall include the following: 
(1) Facilitating program developnlent, planning, and budgeting, induding 
leading program development and joint planning processes, and being 
responsible for preparing program designs and budgets (or CBEE review 
and rccommendation, and CPUC approval; (2) Administering and 
overseeing program implementation, including n'anagement of pr6grams 
using Administrator staff or subcontrc'lctors; development and oversight of 
quality assurance standards and tracking mechanisms; development and 
oversight of dispute resolution processes; review and approval of 
implementor invokes; and assessment and verification of implementor 
performancej (3) Helping to fc'ldlitate the transition from interim 
administrators, induding working jOintly with the CBEE and the other 
Program Administrators to transfer or reassign the administration of 
programs and assets and liabilities in an efficient and effective mannerj 
(4) Providing reports on the results of these activities to the CBBB and the 
Commission; an~ (5) Providing general program administration and 
coordination services, including monitoring of budgets, management of 
Administrator stafi and subcontractors, invoking, expenditure approval, 
financial accountingl maintenance of financial records consistent with 
accounting standards, and having audits prepared by independent 
auditors on an annual basis. 

111-6. The responsibilities of Implcmentors shaH include the following: 
(1) Participating in program development and joint planning processes led 
by Program Administrators; (2) Implementing programs and activities 
agreed to under contract with either the Program Adnlinistrator or the 
CBEE; (3) \Vorking cooperatively with Program Administrators to resolve 
any customer complaintsj and (4) Providing periodic market data and 
program reports to Administrators. 

111.7. The rcsponsibilil)' of Administr.,tor subcontmctors shall include the 
foBo\ring: (1) Performing the assigned 1.1Sks in compliance with the 
contmct; (2) lvtceting performance cxpcchlliol1s of the Adminislrcltor; 
(3) Pro\'iding periodic rCgQ.rls to Administrator; and (4) Pcrforn'ing their 
roles in a nondiscritninatoQ' f.lshion. 
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IV. Program Design RequIrements and EligIbility Guidelines 

IV-I. PGC-funded activities are expected to be cost ('({ective. A prospective 
showing of cost effectiveness for the entite portfolio of PGC .. funded 
activities and programs (i.e., individual programs, plus a1l costs not 
assignable to individual programs, such as overhead, planning, evaluation, 
and administrator compensation and performance incentives) is a 
threshold condition for eligibi.lity (or PGC funds. 

IV-:2. AH-PGC-funded programs ate expected to be capable of transforming 
markets. That is, programs should strive to achieve sustainable changes in 
the market place that will increase the supply of and/or demand for 
cost-beneficial energy-efficient products and services. 

IV -3. On-going demonstration of continued expectations for cost elfectiveness of 
the portfolio (on at least an annual basis) is a condition for contillued 
receipt of P.GC funds. 

IV-4. For individual programs within an adnunistrator's portfolio, cost 
effectiveness is important but not the only criteria for eligibility for PGC 
funds. In addition, other considerations, such as those identified in policy 
rule 1I~6, must also be taken into account. 

IV-5. To assist in assessing a progran\'s potential to or actual performance in 
transforming markets, progran\ descriptions ll\Ust include the following: 
(1) Which customer segments (and customer market segments) and what 
market events are being targeted by the program; (2) What conditions or 
features of the market (or market barriers) currently prevent customers 
from fully seeking and obtaining all cost-effective energy·effidency 
products and services in the private, competitive market and WhYi 
(3) Whether these conditions can be expected to change (and, if so, in what 
way) in the absence of the proposed program, including an explanation of 
why or why noti (4) What activities are proposed for the program, and 
why and to what extent these activities are expected to reduce or eliminate 
the market barriers described; (5) What intermediate and/or ultimate 
indicators will be used to determine to what extent (and why) the program 
has reduced or eliminated market barriers in a sustainable manner; and 
(6) What indicators will be used to determine when it is appropriate 
(and why) to modifYI change, or terminate the program. 
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IV-6. Programs that involve tranS(\ctions or exchanges with individual 
custon\crs must be cost-lle1leftcifttcffectivc in.'>il\ the participating 
customer's point of view. This may be demonstrated by showing that 
these progran\ activities pass the Participant Test (including financial 
assistance), as defined in the Standard Practice Manual.) 

IV-7. Programs that provide linan~ial assistance in the form of a Standard 
Performance Contract shall also have the follo\...,ing design features: (1) An 
identified element of the energy-efficiency service provider industry that 
will provide the services and the certification requirements of the 
providers; (2) A posted price or prices, expressed as a dollar amount per 
unit of energy-efficiency service provided; (3) Limitations on the share of 
program funds that could be t~eived by an individual customer; 
(4) Limitations on the share of program funds that could be received by an 
individual energy-efficiency service provider; (5) Fully developed 
minimum requirements for customer contract language regarding terms 
and conditions for performance for the service provider (e.g., measurement 
and verification procedures, equipment maintenance, and financial 
transactions between the customer and the service- provider); and (6) An 
identified process for addressing and resolving customer complaints 
associated with the contract between the customer and the service 
prOVider, including an identified role for the Adnunistrator in the dispute 
resolution process. 

IV-B. Programs shaH also be designed to fadlitate coordination, as appropriate, 
with related activities, including: (1) The electricity Custonler Education 
Plani (2) The Electric Eduction Trust; (3) The CPUC outreach ('nd 
education efforts; (~:n PGC-funded low income activities; (3~> PGC-funded 
renewable energy activities; (4g) PGe-funded research, devclopment, and 
demonstration energy-efficiency activities; (Sf> Lo('~·l1, state, regional, and 
federal energy-efficiency programsi such as regional market 
transformation activities; and (6ID Local, state, and federal energy
effidency Jaws and standards. -

J CPUC/CEC. Standard Pracliu Mmlllnl fOT El'ollomic Altalysis of Demand-Side 
Matlngit11tJlt Programs. Dect'wbu, 1987. 
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IV-6. Programs that involve transactions or exchanges with individual 
custom.ers n,ust be (ost-l~fieifttcffecti\'e frollt the participating 
customer's point of view. This may be demonstrated by showing that 
these progran) activities pass the Participant Test (including financial 
assistance), as defined in the Standard Practke Manual.' 

IV -7. Programs that provide financial assistance in the fonn of a Standard 
Performance Contract shall also have the following design features: (1) An 
identified element of the energy-efficiency service provider industry that 
will provide the services and the certification requirements of the 
providers; (2) A posted price or prices, expressed as a dollar amount per 
unit of energy-efficiency service provided; (3) Limitations on the share of 
program funds that could be received by an individual customerj 
(4) Limitations on the share of program funds that could be received by an 
individual energy-efficiency service providcli (5) Fully developed 
minimum requit'cmcnts for customer contract Ii\nguage regarding ternts 
and conditions for pcrformance (or the scrvice provider (e.g., mcasurement 
and verification procedures, equipment maintenancc, and financial 
transactions between the customer and the service provider); and (6) An 
identified process for addressing and resolving customer complaints 
associated with the contract between the customer and thc service 
provider, including an identified role for the Adn\inistrator in the dispute 
resolution process. 

IV-S. Programs shall also be dcsigned to facilitate coordination, as appropriate, 
with reJated activities, including: (1) The clectricity Custon\er Education 
Plani (2) The Electric Eduction Trust; (3) The CPUC ouh'e(lch .)nd 
educcltion e((orts; (~:D PGC·funded low income activities; (32) PGC-funded 
renewable energy activitics; (4f!) PGC-funded research, dcvclopment, and 
demonstration encrgy-efficiency activities; (5£> Local, state, regional, and 
federal encrgy-efficiency programs, such as regional market 
transformation activities; and (6ID Local, stale, and federal cnergy
efficiency laws and standards. -

) CPUC/CEC. Stalldard Practice Mallllal for Economic Analysis of Demand-Side 
Mallagt'lIlcnl Programs. December, 1987. 
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V. Measures of Value and Performance, Including Cost Effectiveness 

V-I. Measuring the value of PGC-funded programs and the performance of 
Administrators serves six purposes: (1) To assist in detern\ining whether a 
program (prospectively or 6n a continuing basis) is warranted; (2) To assist 
in determining prospectively what program activities are appropriate; 
(3) To assist in determining funding allocations for various programs; 
(4) To assist in modifying programs during operation to increase their 
effectiveness; (5) To establish one set. of basis for determining 
compensation for Administrators and/or Implementors; and (6) To assist 
in assessing retroactively to what extent programs have been successful in 
achieving the COI1Ul)ission's policy objectives. 

V-2. Cost effectiveness, both for entire portfolios of PGC-funded programs and 
for individual ptograms, is an important measure of value and 
performance, In view of the policy objectives for PGC-lunded programs, a 
modified measure of cost effectiveness is used, called the Public Purpose 
Test (PPT). The PPT is generally based. on the Societal Test and is also 
slmHar to aspects of the Total Resource Cost Test (TRC), as defined in the 
Standard Practke Manual.' However, the PPT explicitly recognizes the 
appropriateness of including certain elements that have not traditionally 
been included in the practice of cakulating the TRC. The new elements 
may include: (1) program spillover savings; (2) non-energy costs and 
benefits; (3) externalities, including environmental costs and benefits; and 
(4) reductiOl\S in the cost of n\easures or practices caused by the program. 

See AppendiX B for a more detailed description of the PPT and a 
comparison of the PPT to the Societal Test and TRC. 

V-3. The PPT may be cakulatcd by treating programs as multi- (rather than 
single) year activities so that programs explicitly designed as integrated, 
multi-ycar strategies, which may have modest benefits (and/or high start
up costs) in early program years, can be evaluated considering the 
expected larger benefits (and/or lower costs) in later program years. 

J CPUC/CEC. Stalldllrd Pn1Ctirt Mallual lor Economic Analysis of Dimand-Side 
Mmragflllent ProgmJIIs. Dtx('mbcr, 1987. 
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V-4. Indusion of neW clements in the PfYf ma}' Icad to grcater imprecision in 
the calculation of the PPT. However, imprecision in the calculation of the 
PPT sholild not prevent its use in determining the cost effectiveness of 
PGC-funded programs to society (S€(Uon Ill, P(ogram Design 
Requirenlcnts and Eligibility Guidelines) or in helping to establish 
compensation for Administrators (Section VII, Compensation and 
Perionnan(e Incentives for the Independent Administrators). There arc 
many ways to address the risks assodated with imprecise calculation of the 
PVf. For example, {or program planning purposes, risks (an be mitigated 
through the use of scenario analysis, dircctcomparison of risks to 
opportunities, indusion of explicit safety factors (e.g., requiring that thc 
PPT exceed so1'ne threshold ratio greater than 1.0), and rigorous testing of 
the strength of a program's underlying theory of how it seeks to transCorn\ 
a market(s)j see Y"6. 

V-So The PM'shall not be relied on exclusively in making funding allocation 
decisions amons programs and/or Administrators, or in determining 
compensation fOr the Adminislrator(s) and Implen\entors. 

V-6. The ability or actual performaI\~e of programs in transforming markets by 
removing th~ Il\arket barriers customers and other market participants 
currently face which prevent customers from fully seeking and obtaining 
aU cost-bertt..fiet.tleffective ener8y-~fffdency products and servkes in a 
wen-functioning, private, self-sustaining, competitive market, is another 
important measure of the value of programs. The reduction or removal of 
market barricrs is evidenced by market effects, which are the (hanges in 
the structure or functioning of markets caused by a program (c.g.,~LQ! 
efficiency realized, changes in availability, stO<.'king, pricing, attitudes, 
awareness, etc.). \Vhether a market ef(ed(s) is Indicative of market 
transformation depends upon having a plausible explanation of the link 
between a program's interventions, all market changes focusing On those 
caused by the progran\ (i.e., the resulting market effects), and their effects 
On mark~t barriers (both immediately, as well as on a lasting or self· 
sustaining basis). 

V-7. Although it n,ay take time to transform rnarkels, there is a need to assess 
the pertormance of Administrators ;\nd to revise program designs in a 
timely manner. Therefore, shorter-term indicators of market change 
(with special emphasis Oli those caused by the program or market eftects) 
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are also appropriate to use in measuring the effcdiveness of programs and 
performance of Administrators. 

V-So The CBEB will sponsOr public workshops to discuss and reline the Public 
Purpose Test and other measures of the value and performance of 
PGC-funded program, as well as discuss how application of measures 
olight diller at different stages in a program's Iife-cyde. 'lltesc workshops, 
in part, will contribute to refinements to the current Standard Practice 
Manuall'egarding calculation of measures of cost effectiveness. 

VI. Market Assessment, Evaluation. and Performance Measurement 

VI-to Market assessment, evaluation, and performance measurement under 
California's poHcy objectives for PGC-funded energy-cfiiciellCY programs 
support the following activities: (1) 111(> level of saving re,llizcd; 
(2) Measuring the cost-dfectiveness; (t-~ The planning and design of 
programs, including providing up-front market assessments and baseline 
analysis; (2;1) Providing ongoing feedback, and corrective and construaive 
guidance regarding the implementation of programs; (3~) Measuring 
indicators of the effectiveness of specific programs, including testing of the 
assumptions that underlie the explanation of sustainability that support 
the program; (.Jg) Assessing overall levels of performance and success of 
programs designed to transform nlarkets; (5£> Informing decisions 
reg.uding compensation and perforn\ance incentives provided to 
Administrators and/or Implementors; and (6~) Helping to assess whether, 
in specific markets, there is a continuing need for PCC-funded programs. 
The Commission expects the CBEE to gather information and conduct 
analysis in order to support these activities, both independently and in 
conjunction with Administrators of PCC·fundcd programs. 

VI-2. The primary purpose of market assessment and evaluation is to docun\ent 
changes in the structure and (unctioning of markets and assess the 
sustainability of these changes in the market .,nd to cvaluate the sliccess of 
wgmms. These efforts should (ocus on measuring the market effects 
caused by programs and testing the assumptions and explanations that 
underJie them. These efforts logic(llly begin with asscssn\ents of current 
markets and evaluations of the market barriers that prevent the adoption 
of all cost·l~ne;iei~'~((ccti\·e cnergy-efficient products and services 
through the natural operation of the private, competitive market. A critical 
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area to document is the current scope, level, and comprehensiveness of 
energy-efficiency activities that arc naturally being provided by the 
private, competitive market. TItis information must be (ombined with 
information on the operation of PGC·lunded programs to help determine 
whether the market changes caused by the programs can be expected to be 
self-sustaining, if PGC funding is no longer available. 

VI-So In view of pOSSible imprecision associated with measuring market effects 
and the reduction in market barriers, it is necessary to: (1) Articulate 
specific theories about what market effects and reductions in market 
barriers specific interventions are expected to have, and test the 
assumptions that support these theories; (2) Measure a wide range of 
market indicators, both before, during, and after interventions, using a 
variety of methods··- it is unlikely that there is a single indicator that can 
be used to determine whether a market has been transformed to the point 
where intervention is no longer necessary or appropriatei (3) Compare 
obs('fved changes in market indicators and the sequence of these changes, 
to what would be expected i( the program is working as intended, as well 
as to estimates of what would have occurred in the absence of the 
intervention (i.e., identify market e((e(ts caused by the program)i (4) Link 
observations of market c:hanges and market effccts to reductions in market 
barriers; (5) Develop a system for ongoing feedback, so that indicators of 
market changes and market effects, as well as the theories which underlie 
them, can be assessed, or n\odified along the waYi (6) Use fo(C(asis and 
scenario analysis to assess likely future outcomes and inform interim 
dedsions because it is not practical to wait for longer term results; 
(7) I10clls efforts on the causa) role of the program in increasing market 
adoption of measures, rfttht'r-thutrpritnMily-in addition to on estimating 
the net savings per nleasure adopted when quantifying environmental and 
resource benefits; nutl-(S) Recognize that changes (an take place in n,ultiple 

C For example, n\ethods (or evaluating market changes a.nd market effects may 
indudc: (1) surveys or interviews of manufacturers, other market actors in the 
distribution chain, and customers; (2) surveys or compilation of exisling data on 
manufacturer and distributor shipments; {3} surveys or compilation of existing data 
on retail or wholesale sales; (4) surveys o( product/service availabUit)', floor sfockl 

and shelf space; (5) surveys of prices and changes in prices; (6) surveys of changes 
in advertising practices, marketing materials, and catalog ofCerings; and (7) and 
approaches (or analyzing many of these data (which may indude stated/reveated 
preference, discrete choice, and conjoint, ([cnd, and sccnario analysis). 



R.94-()4-031,1.94-04-032 ALJ/MEG/nuj:¥ 

ATTACHMENT 2 
Page 13 

markets and market segments, and can result (rom multiple interventions 
over several years (rather than fronl one program in a single year);; and 
(9) Recognize that S01\\e changes can take place in a market regardless of 
the intervention. 

VI-4. In view of the lack of fonnal experience with transforming markets as an 
objective of energy-efficiency policy and in view of the imprecision 
associated with all measurements, it is appropriate to hold public 
workshops in which market assessment, evaluation, and performance 
measurement can be discussed and appropriate reseatch activities 
identified and plannM. 

VII. Compensation and Performance Incentives for Program 
AdmInistrators 

VII-I. A two-part compensation structure, \vhich includes both a base-level of 
compensation and a performance incentive, is appropriate for 
Administrators of PGC-funded programs. Total (ompensation for all 
administrative services, including both base compensation and 
performance incentive compensation, shall be included under the cap on 
administrative expenses in the Administrator RFP and Contract. 

VIl-2. Effective performance incentives encourage an Adnlinistrator to work 
enthusiastically and aggressively to achieve the Commission's objectives 
because they are rewarded when they are successful and penalized \,then 
they are not. To be effective in encouraging an Administrator to perform 
as desired, a targeted performance incentive mechanism should be, first 
and foremost, (arefully and thoughtrully aligned with the policy objectives. 
Once this threshold is satisfied, mechanisms should also slrive to be: 
(I) Clear in their intended message; (2) Understandable and accessible; 
(3) Composed of rewards and/or penalties tied to outcomes the 
Administrator (an aUed; (4) Reasonably balanced between risks and 
rewards for the Administrator and society as a whole; (5) Large enough to 
attract and retain the attention of the Administrcltor; (6) Timely; and 
(7) Relatively easy to monitor with respect to evaluating the performance 
of the Administrator. 

VII-3. Definitions of performance for Administrators should be consistent with 
the policy objectives. In general, performance or success can be defined, 
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assessed, measured,and rewarded using several different metrics, 
including: (1) Effective and efficient performance of planned activities 
(e.g., good-faith implementation of planned tasks); (2) Interinl and leading 
indicators of ultimate dfeds (e.g., indicators of market effects and/or 
reductions in market barriers; indicators of lasting effects); and (3) Ultimate 
effects (e.g., energy and demand savings, product sales as a proxy for 
energy and demand savings, market penetration, lasting reductions in 
nlarket barriers, and transformed markets). 

VIf-4. The choice of which metric to use as the basis lor a performance incentive 
for an Administrator should depend on: (1) The nature and level of the 
Administrator's responsibilities; (2) The timing and reliability of the 
estimates Or indicators of effects of the programs; (3) Ule ability of the 
Administrator to impact the specific metrks; (4) The degree of risk (or both 
the Administrator and the public; and (5) The role of the Adnlinistrator 
and other participating organizations (c. g., the degree to which sUCcess 
depends on the participation of other organizations). 

VII-S. Special attention is required to ensure that performance incentives are 
aligned with theobjectiveg of transforming markets and pri\'<llization of 
the market. An efledivc performance incentive mechanism should: 
(ll:Pocus the Administrator 011 achieving lasting market effects and 
reductions in market barriers; (2) Encourage strategic activities that work 
within 1l1arkets, with eXisting market transactions, and with market 
participants; (3) Ensure that leedback on the process of the activity, the 
changes in the market, and the indicators of effects is available and 
incorporated on a ongoing basis; and (4) Provide in(ornlation on the costs, 
benefits, and performance of the activities. 

VII·6. The criteria (or ~ootl-fi\ith·jmplementation of planned activities. which 
should achievc me.1sumble results when possible! can be applied at two 
levels: (1) To the overall performance of the Administrator 
(e.g., participation in national and statewide activities, coordination with 
others on joint actions, sponsoring and supporting market assessment and 
baseline studies, etc.); and (2) To the performance related to individual 
programs and activities (e.g., developing specific technology standards, 
offering planned training sessions, etc.). 
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VII-7. The level of incentive needed to be e((ective depends on the mix and 
magnitude of opportunities and risks that influence the Administrator. In 
v it: w of-the-ftewt\es~he-(lbje«ive---t)f-ttnftsfurtlling---t)lftTkets, pemtl-t-ies 
tl,a t--tr-itli~httt4nto-~tt~fflfit-ift-h.i6wnsid-e-risks---ftlr--the-A~im~trdtot'---i\1'Hlot 
apl-'ropriate----for--provitliftg perfonnanec incenti~H-g1\ed "dill this 
objedive;-Incentive caps for Adnlinistrator compensation (such caps 
linked to a maximUO'l percentage of direct program costs) are appropriate 
to limit the potential for excessive compensation. 

VH·8. An overall base compensation and performance incentive mechanism for 
Administrators of PGC-funded programs may be comprised of several 
con\ponents, such as: (1) Base compensation based on competent 
management and gtmti-f.'Iith implementation of planned tasks; 
(2) Minimum performance standards, based on readily observable 
measures (such as the completion of identified tasks)tthat an 
Adotinistrator would need to ex(ced in order to be eligible lor any 
performan(e incentive and penalties for not exceeding themj 
(3) Performance incentives for individual programs based on indicators of 
market eflects and reductions in market barriers (especially for indicators 
of lasting effects); .md---(4) A bonus incentive lor exceptional overall 
performance (e.g./ if the Administrator met or exceeded individual 
progran\ goals lor more than 75% of the programs under its management):-! 
,,1\<1 (5) Penalties for failing to implement specific progr.-\l\\s or other 
shortcomings ill Adminislmtion. 

VIII. Administrator Code of Conduct 

VIII·t. The following Code of Conduct (Sections VIII- 2 through 
VIlI- 9) applies to Adn\inistrators in their interaction with non-afEiliatcd 
persons, hnplementors and other cntities. This Code ol Conduct is 
intended to ensure that an Administrator does not unfairly discriminate 
against any person or entity; docs not inappropriatcly use knowledge, 
data, information or str(ltegic plans acquircd in per(orIning the functions 
set lorth in the Scope of Services in Section 1.0. of the RFP to gain an unfair 
competitive advantage in et\ergy efficiency or other marketsl and does not 
cross·subsidize its non-CSBE related business or activities by the use of 
PGC funds. Unless the context otherwise rcquires, the definitions set lorth 
in Appendix A of these Rules govern the construction of those Rules. 
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VHI-2. An Administrator shaU not use its own name, logol service 
mark or 'brand", trademark or trade name, or other corporate 
identification in association with its performance of the functions as a 
Progran, Administrator without the prior written recomn\cndalion 
ftppt't}\'Ul-of the CBEE (}r-€offin'tffisiOltclnd appro\>,,1 by the Commission 
The CBEE shall de"ctoptfetermine the corporate identification to be used 
by an Administrator to identify activities to perform the Scope of Services 
for an Administrator, subject to Commission apptova1.=:The CBEESoftfii 
may alsorccomnlendpermit that this corporate identification for an 
Administrator ~be used by Implementors. Corporate identification 
includes, but is not limited to, name, logo, service mark or 'brand", 
trademark Or trade name, or other corporate identification. 

VIlI-3. An Administrator shall maintain separate books and records 
(or functions necessary to perform the duties of Program Administrators 
according to generally accepted accounting principles. 

VIII-4. An Administrator shall not perforn\ non-adnlinistr<llivc 
ptograut-lmt-'tJemefthtti-on-functions ~ imptelllctlti'tUon and other) 
without the prior writteft-approval of the EBEEComOlission. 

VIII·5. An Administrator shall not condition or otherwise tie access to 
PGC-funded programs or services to the taking of any non-PGC funded 
products, programs or services that it otherwise provides or of(ers (or sale. 

VIII-6. An Administrator shall prcsentfi-le a plan to the CUHE, for 
"ppJ'tWitk-\sith-the and obtain EBEE-Commission ilpprov.'tl prior to 
acquir£itlg information from Implcmentors or n'"rket actors that will 
ensure that non-public and confidential or proprietary information 
acquired in the performance of its duties as an Administrator will not be 
inappropriately transferred or conveyed in any manner to employees of 
the Administrator or others for purposes other than the discharge of the 
duties set forth in the Scope of Services for an Administrator. 

VI 11·7. An Administrator nlay request information {rom PGC-funded 
Implementors and/or other Jrtarket actors to perform its duties as a 
Program Administrator. -'fhe-EBEE--m-,y-dtrecl-/\rm Administrator and/or 
a Utility sh,lllto provide a non·discriminatory process which allows 
Implementors access to Utility Customer Information without prior 
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affirmative written consent of a Customer, but with adequate customer 
privacy protections, as necessary and appropriate. This process shall be 
presented to CHEE for review. and be subject to Commission approval. 

Utility Consun\er Information received through this process may be used 
only [or PGC-funded programs and purposes. A violation of the use of 
Utility Consumer Information for purposes other than PGC-funded 
programs and purposes n\ay result in penalties, including but not limited 
to revocation of an Administtator's or Implementor's ability to participate 
in PGC-funded efforts. 

The Administrator has the burden of proof, if challenged, to 
dcmonstrat~-EBEE why any requested information is 
necessary and appropriate to the performance of its duties as a ·Program 
Administrator. The CBEE::shall be the final decisit.mmtlker-Mbitmtor in any 
dispute. 

VIII-S. An Administrator shall not unfairly discriminate in its 
treatment of any entity, market actor or Implementor through the design, 
processing, evaluation and selection, administration of bids, requests or 
negotiMion of contacts or in the performance of any of the functions 
necessary to provide the Scope of Services (or an Administrator. An 
Administrator shall establish internal procedures to accomplish the above 
objectives prior to receiving information (rom or contracting with any 
Implementor or market actor and shall submit such internal procedures for 
rcviC\\'ftppttwftl b}' the CBEE and .1pproval bv the Commission. 

\'111-9. An Administrator shaH not violate (eder,,) or state anti-trust 
laws or engage in fr.uldulent business pr,lcticcs. 

VIII-910. A violation of this Code of Conduct may, at the discretion of 
the Commjssion-EBEI~, result in any (Ontr.lct or agreement made in 
violation of the Code being void; the reqUirement that all funds received 
under S<1id (ontract being immediately repaid to-C--BEF.-with interest; and 
the imposition of penalties, including but llo!...limited to, the remedies set 
forth in the Administrator's contract with-thetBHE,whic:h may include 
revocation of the Adn\inistrator#s contract-with-theEBEE. Violation of this 
Code may also require the--Atfministrntor-to-reimbursel1lcnt by the 
.t\dministr.ltorth~EBEH (or the costs of the enforcement of this Code. 
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IX- J. These Rules shall apply to a1l transactions between an Administrator 
(Utility or otherwise) and its Atfiliate(s) eX(ept those specifically excepted 
herein, involved in the Commission's efforts to create more vibrant Energy 
Elficiency n\arkets through the expenditure of Public Goods Charge (PCC) 
funds. Unless the (ontext othenvise tcquires, the definitions set forth in 
Appendix A of these Rules, govern the construction of these Rules. 

IX-2. Civil Relief: These Rules shall not prcdude or stay any (orm of civil relief, 
or rights or defenses thereto, that may be available under state or federal 
law. 

IX-3. Except for Standard Perlormance Contracting Programs, no Affiliate of an 
Administrator, Utility or otherwise, may under any circumstances bid for 
or receive (ontracts associated with program implementation for a 
Program or undertaking administered by an affiliated Administrator. A 
violation of this Rule shaH result in any contract or agreement for 
implementation being void; the requirement that all funds received under 
said contract be immediately repaid to-tht~BEE-with interest; and the 
imposition of any penalties, including, but not limited to, those remedies 
set forth in the Administrator's contract-with-the CBEE, which may h\dude 
the revocation of the Administrator's contract-wjt~CBEE. Violation of 
this Rule shall also require the--Admintitrnffirlo-reimbursement by the 
Adminislmtor th~EE-for the costs of the enforcement of this Rule. 

IX·4. An A((iliate of an Administrator may only bid for and receive contracts 
associated with program implementation for a Program Or undertaking 
administered by an affiliated Administrator if the (ontract involves a 
Standard Performance Contracting progr~lm. The CBEE shall recommend 
(or Commission appro\"l1de-sigt~ what program constitutes a Standard 
PerfOrmal\(e Contracting Program for purposes 01 these Rules consistent 
with the definition in Appendix A of these Rules. 

IX-5. A(filiate Implementor(s) of an Administrator may not receive under any 
circumstances more than 15% of the pee funds in aggregate expended for 
Program implementation for a specific SPC program in which they are 
participating if the Standard Performance Contracting program is 
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administered by an affiliated Administrator. Violation of this provision 
shall require the Affiliate to immediately refund all funds in excess of the 
limitation, with interest, plus 10% and may result in disqualification of the 
Affiliate from further participation in the program. In addition, the 
affiliated Adnlinistrator may be subject to penalty for failure to comply 
with this requirement. 

IX·6. If an Affiliate of an Administrator is eligible t6 be selected for Standard 
Performance Contracting program implementation, the contract for the 
Administrator shall indude, but is not limited to, the following provisions 
and requirements set forth in this section (Section IX-6, numbers 
(1) through (24». 

(1) The Administrator shall not unfairly discrirninate in its treatment 
of its Affiliate(s) and non-a ((ili a ted entities through the design, 
processing, evaluation and selection, or administration of bids, 
rcqu~sts, or negotiation of contracts. 

(2) Unless otherwise authorized by the-EBBh't"-the Commission, or 
permitted by these Rules, an Adn\inistrator shall not provide its 
AlfiJiate, or Customers of its Affiliate, any preference (included, but 
not limited to, terms and conditions, pricing, or timing) over 
non-affiliated entities or their customers in the provision of Energy 
Efficiency services funded in whole or in part (rom pec funds. 

(3) Unless otherwise authorized by the CB[E-or-theCommission, an 
Administrator shall not represent that its Affiliate Implementor{s) or 
Customers of its Affiliate(s) will receive any different treato\cnt than 
other, non·affiliated Implementors as a result of affiliation with the 
Administrator with regard to the provision of Energy Efficiency 
services funded in whole or in part from PGe funds. 

(4) The Administrator shall not provide preference to its Affiliates or 
discriminate against non·aCliliates in any way in its administration of 
its responsibilities and shaH provide information concerning 
programs to A(iiliates and non·affiliates on the same basis in terms 
of access, content, and timing. 
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(5) Except as otherwise provided by these Rules, an Adn\inistrator 
shall not (1) provide leads to its Affiliates; (2) solicit business on 
behalf of its Affiliates; (3) acquire information on behalf of or to 
provide to its Affiliates; (4) request authorization ftom Customers to 
pass on Customer Information to its Alliliates; (5) give any 
appearance that the Administrator speaks on behall of its Affiliates 
or that the Customer will receive preferential treahrtent as a 
consequence of conducting business with the A((iliatc; Or (6) give 
any appearance that an Affiliate speaks on behalf of the 
Adn\inistra"tor. 

(6) An Administrator shall not condition or otherwise tie the 
provision of any of its products or services, including, but not 
limited, to the provision of Utility Services, nor the availability of 
discounts, rebates or waivers of terms and conditions of service to 
the taking of any goods or services from its Affiliate(s) . 

. 
(7) There shall be ~o shared employees/expenses Or assets between 

an Affiliate Implementor and an Administrator ex(ept as permitted 
in Section (IX-6 (It)) below (or corporate support. 

(8) An Administrator and its Affiliate(s) shaH be separate (orporate 
entities. 

(9) An Administrator and its A(filiate(s) shall keep separate books 
and records. Thc books and rc(ords of A(filiates shall be opcn for 
examination by the CBEE and the Commission And their staffs. 

(10) An Administrator shall not share office space, office equipmcnt, 
services and systems with its Affiliates nor shall an Administrator 
allow its Affiliate(s) to ac(css the computer or information systems 
used to perform its fundions as an Administrator. Physical 
separation shall be accomplished by having office space in a separate 
bllilding or, in thc alternative, through the usc of separate elevator 
banks and/or sccurity-(ontroJled access. This provision does not 
preclude an Administrator from sharing (ertain corporate support 
services with its Affiliates as approved in Section IX-6 (11). 
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administered by an affiliated Administrator. Violation of this provision 
shall require the Affiliate to immediately refund all funds in excess of the 
limitation, with interest, plus 10% and may result in disqualification of the 
Affiliate fronl further participation in the progran\. In addition, the 
affiliated Adnlinistrator may be subject to per\alty for failure to comply 
with this requiremcnt. 

IX-6. If an Alfiliate of an Administrator is eligibJe to be selected for Standard 
Performance Contracting program implementation, the contract for the 
Adn\inistrator shall include, but is not limited to, the following provisions 
and requiren\ents set Eorth in this section (Section IX-6, numbers 
(l) through (24». 

(1) The Administrator shall not unfairly discriminate in its treatn\ent 
of its Af(iliatc(s) and non-a(filiated entities through the design, 
processing, eVilluation and selection, or administration of bids, 
requ~sts, or negotiation of contracts. 

(2) Unless otherwise authorized by the CBEE or the Commission, or 
permitted by these Rules, an Adn\inistrator shan not provide its 
Affiliate, or Customers of its Affiliate, any preference (included} but 
not lin\ited to, terms and conditions, pricing, or tinling) oVer 
non-affiliated entities or their (ustomers in the provision of Energy 
ECficiency services funded in whole or in part front PGC funds. 

(3) Unless otherwise authorized by the-<..2BEE-(}~the Comn\ission, an 
Administrator shaH not represent that its Affiliate Implenlcntor(s) or 
Customers of its Affiliate(s) will receive any di((er~llt treatn\cnt than 
oth~r, non-afliliated Implementors as a result of affiliation with the 
Administrator with regard to the provision of Energy Efficien(y 
services funded in whole or ill part from PGC funds. 

(4) The Administrator shall not provide preference to its Affiliates or 
discriminate against non-affiliates in any way in its administration of 
its responsibilities and shall provide information (oncerning 
programs to Affiliates and non-affiliates on the same basis in ternlS 
of access, (o1\lent, and tinting. 
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(II) Corporate Support. As a general principle, an Administrator and 
its ACfiliates may use joint corporate oversight, governance, support 
systems, and personnel. Any shared support shall be priced, 
reported, and conducted in accordance wilh the Rules set forth 
herein. As a general principle, unless otherwise pernutted by these 
Rules, such joint utilizatiot\ 5halll10t a1l0w or provide a means for 
the transfer of confidential information, create the opportunity for 
preferential treatment, lead t6 Customer confusion, or create 
significant opportunities for cross-subsidization of Aifiliates. 
Examples of services that may be shared include: payroll, taxes, 
shareholder services" insurance, financial reporting, corporate 
accounting, corporate security, human tesoun:es (compensation, 
benefits, employment policies), employee records, corporate legal 
unrelated to marketing or teguJatory issues, and pension 
management. Examples of services that may not be shared include: 
s-tMc-at1t4--fedcr,;:,l regtthttory--ftffl\irs, stitti' tt rut feder.\l-reg\tfitlt)f)~ 
leg<\t gtntet\nd-fetJl~.'(\llobb}·ing, employee recruiting, 
cngitlceringother-ffftfUlci.\1 pt\tmiftt:,~--itftd-athllysig, hedging and 
financial derivatives and arbitrage services, gas and electric 
purchasing (or resale, putchasing of gas transportation and storage 
capacity, purchasing of electric transmission, system operations, and 
1l1arkcting. 

(12) }ttiftt-Pttrehi\~Js--or si'f\·ieestire-oot-l'ertnitted---betwel~n em 
Atimtftistrntof,u\tHts-AHi I i tt t~(g }--\ffihtmt-prior \\' ri tten-ttllprtlVdl-ci 
tilt' CBEE or-E6fflmis~iott;-To the extent not precluded by any other 
Rule. <11\ Adminislr(l(or Clnd its affiliates mil}' make joint purchases of 
&22...ds (\lui services, but not those associated with the provision of 
energy emcien,}' services to customers. An Administrator shall 
provide il list of joint purchases with its affiliates to the CBEE and 
lhe Comnlission. 

(13) An entity or firm (Utility or otherwise) acting as a Program 
Administmtor shaH not use its own name, logo, service mark or 
"brand", tradc namc, or other corporate Identification in association 
with its periorn'a'1<:e o( the functions of a Progranl Administrator 
without the prior recon\lnendationltppro~t--of the CBEB to the 
Commission and the Commission's appro\'aJ. The CBEE shall 
dc\'clo12delcrmitw the corporatc identification to be used by a 
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ProgriHlt Administrator in the performance of its duties»Wicct to 
Commission approval. An Affiliate of a Program Adrnlnistrator olay 
not use this CBBB corporate identifiCation except an.d to the extent 
that the CBBB rccolll1l1cnds, subJcct to Con'tmission approval, ftIso 
that permit~other Implementots be permitted to use such corporate 
identification. Corporate identifitation indudes~ but is n6t limited tOI 

name, logo/service mark Or ''brand'' traden\ark or trade, name,or 
other corporate Identification. . 

. . 

(14) . An Administrator shall not trade upon; prombfe, or advertise its 
AffiHatetsalfiliatiofi with the Administrator's corPorate 
identification dc\'clopcdestilhlished by the CBEE nor shall an 
Affiliate trade upon, promote or advertise itsaUiliation with the 
Adinittistrator*s corporate identificatioh de\fclopcdest.=,blished by the 
CSEE, except as authorized by theCommissiol\CBEE. 

(15) M AdMinistrator, through action or words, shall not represent 
that its Affiliate ImpJementor(s) will receive any different treatrt\ent 
than other hnpl~n\ei\t()r(s) as a result ofthe Affiliate's affiliation with 
the Administrator. Nor shaH an Affiliat~, through actions Or wordsl 

represent to Customers or others that it will rffeive any differ~nt 
treatment than other ItI\plem~ntors as a result of its affiliation with 
the Administrator. 

(16) Joint marketing or services between an Adn\inistrator and its 
Affiliate is prohibited unless such joint marketing or servkes has 
received the prior r~ommcndation tlpprov.,\} of the CBBR, and the 
!1ppr()vJI of the Commission, and is available to non·affiliates on the 
same tNms as the Affiliate($). 

(17) An employee ot an Administrator hired by atl Affiliate shall not 
remove or otherwise provide information, directly or indir«tly, to 
an Affiliate whid\ the Affiliate would otherwise be precluded froO\ 
having in these Rules. 

(18) An-Admini~tMtor shall not, directly or indirectly, trdnsfer employees 
rerformh\g fUl,(tion~ lor the Adminlstr.\t(1r or nMke tcmpor.uy or 
intt~ff\'littfflt-Msign nle nts, or-roh,tiom,-t<t-its-AftHifttt~rrtple mentors 
orlo1t~ffiJhtte5-\\'hich providt'-Etlergy-Effieient:y ~r'(iee~withln 
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EitHfornia. A record sIHtIH~kepttri1eking--the mo\'ement of 
Admittijtfdtot"-empto),ees--tlftl(mg it~ Affiliates. An Adrninistratot 
shall not nlake telnporMyor inten'tlittentassiglln\cnts,or rotations 
of employees pcrfornling PGe-funded or (dated (unctions and 
fffi)onsibHitie$ to its Affiliates. All crnploycc n'lovcn\cilt involving an 
employee pcrfornling l'CC·(undcd or ['elMed fundiol'lS and 
respOllsibilities bchvC('n all Adt'ninistratorand its affiliates shall be 
consistcnt with the following provisions! 

a. All Admitlistratoi shall lnlck ilild rcport toCBEEandrhe 
COllll11ission all employee mo\'cr\\eilt between the 
Administrator ,'lid affiliates ,W\nuaH)', or al dates to be 
recol\\l\\ended to the Commission by CBEE. 

b. Once an en'pJoyee of an Administrator performing 
Pce-funded or t'e)(l(cd functions i\l\d resporisibitities 
becomes al\employce of an affiliatc, (he employee may not 
relun, to the Adr\\inistrator for a pC'riod of one year to 
perfoim PGC-funrled or related functions and 
tesponsibiJitics of the Administrator'. This Rule is 
inapplicable if the affiliate to which the employee transfers 
goes out of business during the one-year period. (n the 
e"ent such anempJoyce returns to the Admil\istr,ltor to 
perform. PGe·funded or related functions and. 
.!£§lli>nsibilities, such en'ployec cannot be tr;Ynsferr~ 
reassigned, or otherwise employed by an aWliate (or a 
period of two years. En,ployccs tr~lnsferrillg fr0111th~ 
Administrator to the "ffiliate arc expressl)' prohibited from 
using information g<)incd ftom the pcrformclOce of 
PGe·funded or related functions and respol\sibiJitics (or 
the Admhlistrator in a discrin\inatory or exclusive fashion, 
to the benefit of the a(fitic.lte or to the detriment of other 
unaffiliatcd energy efficiency s('f\'ice providers. 

(19) An Adn\inistrator may provide non·public information and data 
which has been received ftom a non-affiliated hnplerrtentor to its 
Affiliate(s) only if the Administrator first obtain written authorization to 
do 0 from the non-affiliated In\plen\entor. 
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(20) An Administrator shall provide non-proprietary informatioI\ to its 
Affiliate(s) and non-atliliated entities on a strict1y non·discriminatory 
basis and only if that illformation is contemporaneously available to 
non-affiliated entities on the same terms and conditions. -'H~EBEH-nMy 
direet-Adn Administrator shalltoprovide a non-discrinunatory ptocess 
which allows Implementors (including Affiliates) access to Utility 
Customer Information without prior affirmative written consent of a 
Customer, but with adequate customer privacy protections, as necessary 
and appropriate. This pt'llCCSS shall be presented to CUEE for review and 
rccommendaliOl\s, ,'I,d be sUQjc<:1 to Commission iippro\'al. 

Utility Consumer Information fcteh'ed through this pr()(css may be 
used only for PGC-funded programs and purposes. A violation of the 
use of Utility Consumer Information for purposes other than 
PGC-funded programs and purposes may result in penalties, including 
but not limited to revocation of an Administra.tor's or lmplementor's 
ability tp participate in PGC·funded efforts. 

(21) If a Customer requests information from an Administrator about 
an aHiliated service p((wider or Implementor, or the Administrator 
provides a list of service providers or Implementors to Customers, the 
Admh\istration shall provide a list of all providers of relevant Energy 
Efficiency providers. The Adminislra.tor,-subject to--duthori-lfttitm-by-Hte 
EBEE-; shall maintain on file with the CBEE and the Commission of-a list of 
service providers which will be disseminated to Customers. Any 
Implementor or service prOVider may request that it be included on the list, 
and~ barring COlllll\ission_EBEE diredion, the Administrator shall honor 
such request. When maintenance of such a list is unduly burdensome due 
to the number of s('f\'ice providers or Implementcrs, an Administrator, 
subject to Commission nppro\,lll by Advice Letter filingwithEHEE 
nppffl\-all shall direct a Custon\cr to a generally availabJe Jist of service 
providers (e.g' l the Yellow £pages). The list of service providers should 
make clear that neither the eBBE nor the Administrator guarantee the 
fjnancial stability or service quality of the service providers listed by the 
act of approvh\g this list. 

(22) An Administrator may provide proprietary information to its 
Affiliate(s) except the Affiliate's use of such proprietary information is 



• '* R.94-04-031,1.94-04-032 ALJ/MEG/mrj 

ATTACHMENT 2 
Page 25 

limited to use in conjunction with the pernlitted corporate services, and is 
not permitted for any other usc. 

(23) An Administrator shall maintain cOI\temporaneous tecords 
documenting all transactions with its Affiliate InlpleI1\entor(s). Such 
records will be maintained lor three years and be nlade available (or third 
party review upon 72 hours notice, or a time mutually agreeable to the 
Administrator and third party. 

(24) An Administrator shall, on an annual basis, have audits prepared 
by independent auditors that verify compliance with the Rules set (orth 
herein. Said audits shall be filed with the Commission with copies to CBBE 
on dates to be established by the CBEE. 

IX-7. In addition to the requirement~ and limitation of Sections IX-l through 
IX-6, the requirements and limitations set forth in this section (Section IX-7, 
numbers (1) through (4)] shall apply to a Utility Administrator. Existing 
Comn\ission rules for each Utility and its Affiliates shall apply except to 
the extent that they conflict with these Rules. In such cases, these Rules 
shall supersede other existil\g rules and guidelines, except as expressly 
stated by the Commission. 

(1) 

(2) 

(3) 

A Utility Administrator shall prOVide access to Utility information 
and services on the same terms for all Market Participants. If a 
Utility Administrator provides services or information to its 
Affiliate(s) acting as Implementors within the area subject to the 
control or supervision of the Utility Administrator, it shall 
contempor~lnoously make the offering and/or information available 
to alllmplemeniors and other 1\.1arket Participants. 

A Utility Administrcltor shall provide Utility Customer In(ormation 
to its AfCiliate(s) and non-af(iliated Imptementors on a strictly 
non·discriminatory basis consistent with Section IX·6 (20), as 
appropriate. 

Non-customer spedfic information, including but not limited to 
information about a Utility's natural gas or electricity purchases, 
sales, or operations or about the Utility's gas-related goods or 
services, electricity related goods and services shaH be available to a 
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Utility Affiliate only if the Utility makes the information 
conteI'l\poraneously available to all other Market Participants and 
keeps the In(ormaHon open to the public. 

(4) . A Utility AdnunistratoranditsAfliliate Implcn\cntor(s) shall keep 
separate books and re~6rds. The books and I'~ords o£ A((iliates shall 
be open for cxaO\ination by the CSBB and the Commission, and their 
staUs, consistent with the provisions of Public Utilities Code Section 
314. 

- . 

IX·S. In addition to the requircmentsand limitations of Sections IX-l through 
IX-7, an Affiliate of a Utility that is an Administrator shall provide accesS to 
Utility and other information and services provided to the Administrator 
contemporaneously and oJ\the same terms to other Implementofs and 
~iarket Participants. 
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AdmInistrator: A person, con\pany, partnership, corporation, association, or 
other entity selected through a competitive solicitation process by the 
Conm\ission and any Subcontractor that is retained by an aforesaid entity to 
oversee and administer Energy E(ficiency Programs funded in whole or in part 
from PGC funds. 

Administrative Services: The services to be provided by the Administrator, 
separate (ron\ the limited implementation or other services an Administrator may 
perform with prior approval of the CBEE. 

Affiliate: Any person, corporation, utility, partnership, or other entity five 
percent or more o( whose outstanding securities are owned, controlled, or held 
with power to vote, directly or indirectly either by an Administrator or any of its 
subsidiaries, or by that Ad~\inistrator's controlling corporation and/or any of its 
subsidiaries as well as any company in which the Administrator, its controlJing 
corporation, or any of the Adm.inistrator's Affiliates exert substantial control over 
the operation of the company and/or indirectly have substantial financial 
interests in the company exercised through mettns other than ownership. Por 
purposes of these Rules, IIsubst'lntial controlll includes, but is 110t Hroited to, the 
possession, directly and indirectly and whether acting alone or in conjunction 
with others, of the authority to direct or cause the direction of the management of 
policies of a company. A direct or indirect voting interest of five percent 5% or 
more by the Administrator, its subsidiaries, or its A(filiates in an entity's 
company creates a rebuttable presumption of control. 

Analysis Agent: An entity or entities selected by the CBEE to perform analytic 
functions such as strategic planning, market assessment, and evaluation. 

CalifornIa BOard for Energy Efficiency (CBEE). The advisory board 
established by the Commission to advise it on and assist it with the development 
and implementation of ratepayer-funded Energy EfficienC)' Programs. 

California Public Utilities Commission or the Commission: The state agency 
charged with regulating California Utilities, and with overseeing 
ratepayer-funded public purpose Energy Efficiency programs. 
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Cost-Beneficial: (Definition to be developed during the public workshops::; -in 
neeem\X'r-l997-thr()ugh-Febrtf~ry--l99&.) 

Cost-Effectiveness: An indicator of the relative per (0 fll'l a nee or economic 
attractiveness of any Energy Efficiency investment or practke when compared to 
the ~osts of energy produced and delivered in the absence of such an investment. 
In the Energy Efficiency field, the present value of the estimated benefits 
produced by an Energy Efficiency Pragran\ as compared to the estimated total 
program's costsl either ftonl the perspective of society as a whole or from the 
perspective of individual cust()Jners, to determine if the proposed investment or 
measure is desirable fronl a variety of perspectives, e.g., whether the estimated 
benefits eX(ero the estimated costs. S~e Public Purpose Test and Participal\t Test. 

Cream Skimming: Cream skimming results in the pursuit of only the lowest 
cost or most cost-effective energy efficiency measures, leaving behind other 
cost~effe(tive opportunities. Cream skimming is inappropriate when lost 
opportunities are_created in the process. 

Customer: Any person or entity that is the ultimate consumer of Utility Services 
and/ or other goods and services including Energy Elfidency produ(ts, services, 
or practices. 

Customer Information: Non·public information and data specific to a Utility 
Customer which the utility acquired or developed in the course of its provision of 
Utili ty Services. 

Demand Side or Demand Side Management (DSM): Programs that reduce the 
use of energy by the use of Energy Efficiency products, services, and practices, or 
that change the timing of energy use. 

Energy Efflclency~: The use of energy efficiency products, services, and 
practices or an energy-using appliance or piece of equipment, int."httHng-th~nhlntl
si-de--a pplietltion!l-ofh'ehtlolngies-lhftt-use-"---reftt"'Wtlllle-etlet);}~"1'er, to red uce 

J A:, flt~nl1n-it~~'fi1lbc-t"1';l.-i9'J7 filift~tht" (-lHtrJ~t\T«t W(ft kt tt ttl 1~ ,tdifltltt"tl'~ t'1~r 
e-fficit'lley-in-h' nlT:t ~>f-t>~tl'H t"h~ 'ltt~ttlm--Jt~igtl-8 tktltttp mr.t"ftffl ttt'th.Jeta th-f(..1t-VJ't~ Itt-\' t<tMP\r, 
{Wft'lt,J-htn}tl'r:t,fttrin~UtkrtJi\t1'n'r-l99K-A-:t-t>;tri-of-fhi~fht"~£f~I~xt~'r ... -h"tf\'m~lit>tl (~ 
trtn-w.1:h!r~l~tt'"ri'lHt'! t 1lt't 'fh-t~ wHh the-(~f0rvkf'l~Hji ftdt hhttSt'l"\'ftHnn 'ttlor- ji;iot l'f(~t Ii fU'Y: 

Un-I tJ tl \t~~"l~tlf'i\t h'tl-i; n'tHpJ-d-r,-t In- t HJ£-wiH flt +1 Uoo ffttrtTll[·k- ~t" If.gl'"nl'"r,-\lh~t-it\~ti\Hi'lh''ft;-t'1 
pl'1~ti\m~fhl.ht'I't'It~tt"1.'(~" tl1.7tt""I"lt'tt ft.t fttt1tl-..ftl'-tf th~ ptl.'jrth--in-l49& 
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energy usage while maintaining a comparable level of service when installed or 
applied on the Customer side of the meter. Until further notice of the 
Comrnissioll, energy dficienc}, shall not include the lise of demal\d-side 
applications'of technologies that lISC .1 rellcwable energy source. "Bettlatlti~ide 
"pt-me.ttiruH:tf-teehttolngit's tll"'t U8e a rene\" .. ,ble energy source" m~ 
tcd,nologr-ttlat-h-in~hltleth)rrrt~'tt5ttlfller-prt~filbt'l't nd-fedt~he-ttse-t:)f 

eleftl'icitytlr naturt'\1 gas by the-on-s-lte-ptodttet1tm of thernMI CliNgy or eledricity 
fur-ttS\.~"Hhftt"Site-tt~itlg-tl~energy .waihtble-frorn a rene-wdble resource: 

Energy Efficiency Measure: Any product, service, or practice or an 
energy-using appliance or picce of equipment, ifldt~~et,httld-gitte 
appli-edtitllls-of--technologies thM use t'\ 1'et\e\\'t'\ble energy sotlrtO'e, that will result 
in reduced energy usage at a comparable level of servke when installed on the 
Customer side of the meter. Utuil furlhc-r notice of the Commission, t:>nel'SX 
efficiellC}' shall not include the use of demand-sid.e appJkiltions of tffhnologies 
that use a rcne\\'(lble enetg}' source. ~~nd-=,ide t'rpIiC.llitm--of-teeh~ 
thllt--t,se., .. el~w.\blt.~~tlt~y-$-ot~tlW<lnS--,,-teehnolttgr that hM~k~t--on" 
eustftt"et--preftl-i~fttl-1'edt1(es th~ use of dcdricity or n"tttt'rtl gd~ by--tht.~m-s-ite 
prothtction-ttf-thefmill-~~ne1by--or-dedrkity £Or t~<'\Hh<tt--si~!I~he-etlergr 
it\'ilitt'\hl-e-froltl-n""1"eftt"wfthlc---raottffe; 

Energy Efficiency Program: An activity, strategy, or course of action 
undertaken by a Program Administrator using pee funds. 

Evaluation: The performance of studies and activities aimed at determining the 
effects of a program, including program·induced changes in energy efficiency 
markets, energy savings, and program cost-effediveness. 

Implementor: An entity or person selected and contr~,cted with or qualified by a 
Program Administrator to receive pec funds lor providing products and 
services to Customers or for providing services for integrated and upstream 
market tr,lnsformation efforts. 

Integrated Market Transformation: A program designed to integrate the needs 
of both sellers and buyers of more efficient products and services to ensure that 
the desired market effects from the progrant arc sustainable even if the primary 
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focus of intervention is to work with the manufacturers, distributors, or sellers of 
a product. Also see Upstream Market Transformation. 

Interim AdmInistrators: The investor-owned Utilities charged with continuing 
to administer Energy Efficiency programs on an interin\ basis through 
Septcrnber 30, 1998. 

lost Opportunities: Energy efficiency measures that oUer long· lived, 
cost-effective savings that ate fleeting in nahtte. A lost opportunity occurs when 
a customer does not install an energy efficiency measure that is cost-efiective at 
the time, but whose installation is unlikely to be cost-effective (or is Jess 
cost-effective) later. 

Market Actors: Individuals and organizations in the production, distribution, 
and/or delivery chain of Energy Efficiency products, services and practices. This 
may include, but is not limited to, manufacturers, distributors, wholesalers, 
retailers, vendors .. dealers, contractors, developers, builders, financial 
institutions, and teal estate brokers and agents. 

Market Assessment: An anillysis [undion which provides an assessn\ent of 
how and how well a specifk market or nlarket segment is functioning with 
respect to the definition of well-functioning markets or with respect to other 
specific policy objec:tives. Generally includes a characterization or description of 
the specific market or market segments, including a description of the types and 
number of buyers and sellers in the marketJ the type and number of transactions 
that occur on an annual basis, and the extent to which Energy Efficiency is 
considered an inlportant "art of these transactions by market participants. This 
analysis may also include an assessment of whether or not a market has been 
sufficiently transformed to justify a reduction or elimination of specific program 
interventions. Market assessment can be blended with strategic planning analysis 
to produce recommended program designs or budgets. One particular kind of 
market assessment ef(ort is a lJr.1s(/i"e study, or the characteriztttion of a n'larket 
before the commencement of a specific intervention in the market, for the 
purpose of guiding the intervention and/or assessing its effectiveness later. 

Market Barrier: Any characteristic of the market for an energy-related product, 
service, or practice that helps to explain the gap between the actual level of 
investment in, or practice of, Energy E(ficiency and an incre~sed level that would 
appear to be cost-beneficial. 
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Market Effect: A change in the structure or (unctioning of a markN or the 
bchavior of participants in a market that is reflective of an inaease in the 
adoption of Energy-Effident products, services, or practiccs and is causally 
related to Market Interventions. 

Market Event: The broader circumstances under whkh a Customer considers 
adopting an Energy Efficiency product, service, or practic:e. "Types of market 
events include, but are not necessarily limited to, the following: (i) new 
construction, or the c:onstrl1ction of a new building Or facility; (ii) renovation, or the 
updating of an existing building or facility: (iii) remodeling, or a change in an 
eXisting building; (iv) replacement, or the replacement of equipment, either as a 
result of an emergency such as equipment lailure, ot as part of a broader planned 
event; and, (v) retrOfit, or the early rep]ac:ement of equipment or refitting of a 
building or facility while equipment is still functioning, often as a result of an 
intervcntion into Energy Efficiency m~rkets . 

. 
Market Intervention: A deliberate effort by government or its agents to ,reduce 
market barriers and thereby increase the level of investmcnt in (or practice of) 
Energy Efficiency. 

Market particIpants: The individuals and organizations participating in 
transactions with one another within an Energy Efficiency market or markets, 
including Customers and Market Ac:tors. 

Market Segmentation: The division of the Customers, Market Actors, products, 
services, or types of transactions that a marketing agcnt secks to influence into 
discrete elements that {acilitatc n\arkcting efforts and relate closely to the 
boundaries of actual markets. 

Market Transformation: Long-lasting, sustainable changes in the structure or 
(unctioning of a market achieved by rcducing barriers to the adoption of cncrgy 
efficiency n\easurcs to the point where further publicly-funded intervention is no 
longer appropriate in that specific market. Using the tern\s in this section, 
Market Transforn\ation is a rcduction in Market Barriers resulting (rom a Market 
Intcrvention, as evidenced by a sci of Market Effects, that lasts long after the 
intervcntion has bccn withdrawn, rcduced, or changed. 
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New Construction: Residential and nonresidential buildings that have been 
newly built or have added major additions subject to Title 24, the California 
building standards codc. 

Nonresidential: Facilities used (or business, conullcrdal, agricultural, 
institutional, and industrial purposcs. 

PerfQrmance Measurement: The determination of the extent "to which a person, 
organization, or program is successfully meeting sp~ified goals and objectives. 

ParticIpant Test: As diS(ussed in the Policy Rules, a cost-effectiveness test 
intended to measure the cost-effe(tivcness of Energy Elfidency Programs from 
the perspective of those Customers (individuals or organizations) participating in 
them. 

Parties or Interested Parties! Persons and organizations with an interest in 
Energy Efficiency-that comment 01\ or participate in the CBEE's and Commission 
ef£orts to develop and implement ratepayer-funded Energy Efficiency Programs. 

Privatization: A process through which PGC-fundcd Encrgy EWdency 
Programs arc used to transfonn Energy E((idcncy markets so that private 
transactions behvecn private providers and Customers constitute an increasing 
portion of all energy efficiency transactions without a continuing need for the usc 
of public funds. 

Program: An activity, strategy, or course of action undertaken by a Program 
Adminlstrator using pee funds. 

Program Administrator: An entity selccted through a competitive solicitation 
pr<xess to administer Energy EUidency Progran\s funded b\ whole or in part 
lrom pee funds. Sec Administrator. 

Program Design: The method or approach for making, doing, or accomplishing 
an objective by means of a Program. 

Program Developrnent: The process by which ideas (or new or revised Energy' 
Efficiency Programs arc cO)1Verted into a design to achieve (\ specific objective. 
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Program Management: The responsibility and ability to oVersee and guide the 
performance of a Program to achieve its objective. 

Project: An activity or courSe of action undertaken by an Implementor. 

Project Development: The ptocess by which an Implementor identifies a 
strategy or creates a design to provide Energy Efficiency products, services, and 
practices directly toCustomeis or to implement -Market Trans{orma.tionefforts. 

Public Goods Charge (PGC): Ratepayer funditlg for energy etficiency activities 
and programs, induding:(1) Ctectric PGC funds lor energy efficiency (2) any 
energy efficiency funds "resulting from a gas surcharge mechanism, and (3) gas 
DSM funds (o-r energy efficiency authorized in the interim until a gas surcharge 
l1'lcchanism is implemented. Per Assembly Bill (AB) 1890, a universal charge 
applied to each electric utility Custonler's bH~to support the prOVision of public 
goods. Public goodS cove-redby California's PGC include public purpose Energy 
Efficiency ProgrAn\s, low~income services, tenewables, and energy-related 
research and development. These policy rules apply only to Energy Efficiency 
PGC(unds. 

Public Purpose Test: A (ost·effC(:tiveness test intended to measure the overa.lI 
cost-effectiveness o( Energy Elficiency Programs from a societal perspective. 

Residential: Existing single faintly residences, multi-family dwellings (whether 
nlaster-metered or individually metered), and buildings that are essentially 
residential but used for commercial purposes, including, but not Jin\ited to, tin\e 
shares, vacation homes, etC. 

Standard Performance Contractfng (SPC) Program: An Energy Effidency 
Program consisting of a set of agreements betwccn an Administr"tor and a 
number of Project sponsors (either Implementors or Customers) to deliver energy 
savings (rom the instalJation of Energy Efficiency measures and technOlogies at a 
Custon\cr (adJity or set ol facilities for a prc-specified price per unit of energy 
savings which is to be n\easuced using a prc-specified set of Measurement and 
Veriiicatiol\ (M&V) protocols. A SPC progran, is an opcn·endcd oifer with a 

. prc·spedlied pricc and set of terms. 

Strategic Planning: An analysis function designed to produce recommendations 
to the CBEE or its Adnllnistrator to help guide its policy objectives, progranl 
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priorities, program designs, and/or resource allocations to capitalize on market 
opportunities and/or increase the effectiveness of current p(ogran\s. 

Subcontractor: A person or entity who has a secondary contract undertaking 
some Or all obligations of another contract executed by another person or entity. 

Upstream Market Transformation: A ternl sometimes used to classify programs 
that prhnarily work with Market Actors upstream of end use Customers to 
increase the adoption rate of energy efficient products, services} or practices. 
(Also see Integrated Market Transformation) 

Utility: Any public utility subject to the jurisdiction of the Commission as an 
Elettrical Corporation Or Gas Corporation} as defined by California Public 
Utilities Code Sections 218 and 222. 

Utility Services: Regulated Utility Servkes including gas and electric energy 
sales, transportation} generation, distribution or delivery, and other related 
services, including, but not limited to, administration of Demand Side Services, 
scheduling, balancing, metering, billing, gas storage, standby service, hookups 
and changeovers of service to other energy suppliers. 
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Appendix B. Comparison of the PPT to the lRC and Societal Tests 

This appendix compares the Total Resource Cost (TRC) and Societal Tests to the 
Public Purpose Test (prJ) along three dimensions. First, the elements included 
in the calculation of the three tests are compared. Second, current practice in 
calculating the TRC Test is cOJ1'pared to proposed practice in calculating the PPT. 
Third, the ways in which the TRC and PM' tests ate used in the poHcy rules are 
conlpared. 

Table 8-1. Comparison of Elements Included in the Calculation of the TRC, 
Societal, and PPT Tests 

Total Societal Public 
Resource Test' Purpose 
Cost Test' Test 

Benefits Net Energy and Demand Savings Yes Yes Yes 
Economic Value of Energy and Yes Yes Yes 
Demand Savings 
Non-Energy Benefits (can also be a No Yes Yes 
cost) 
Externalities, including No Yes Yes 
Environmental (can also be a cost) 

Costs Utility Costs Yes Yes Yes 
Incremental Participant Costs Yes Yes Yes 
Indired Costs (can also be a Yes Yes Yes 
benefit) 

Discount Utility Societal Societal 
Rate \Veightcd Discount Discount 

Average Rate Rate 
Costo! 
Capital 

The comparison presented in Table 8-1 indicates that the PPT is based on the 
Societal Test, which also includes environmental externalities and reHes on a 
societal discount rate. As currenll}' described in the Standard Practice Manual, 
however, the Societal Test does not dearly allow for the inclusion of all non-

• CPUC/CEC. Slmldard P(t1CUCi Mmmal for Ecollom;c A"tllysis of Demand·Side 
Mallagement Progmms. December, 1987 



R.94-04-031 J 1.94-04-032 Al.J/MEG/mrj '* 
ATTACHMENT 2 

Page 36 

energy benefits or costs (although it does appear to allow lot the inClusion of 
some non-energy benefits and costs). 

More importantly; current practice in calculating the TRC dilfcrsfroI'n that 
proposed for the ('PT. See Table B-2. 

Finally, as described in section IV; application of the PPT in the modified policy 
rules also differs fron\ application of the TRC in the existing DS~t rules. See 
Table 8-3. 
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T hI B 2 TRC a e --. versus PPT C - ompansono fP t' i ell r fac Ices n a cu a 109 th T t e es s 
Total ResOurce Cost Test Public Purj>OSe Test 

Benefit~ Energy and Though spiItover can be In additiOn to savings from noo-free 
Demand included. lypIcally focused riding partkipanls. attempt to inc1ude 
Savings only on savings 3ssodatt'd _ spillover. report pr(ICision. New 

with ~oi\:fIee-riding prOgram methods may be needed to detennine 
partkipants. an appropriate baseline. 

Economit Value Admirtistrati\'ety-defemuned Taken {tom (ompetith'e market or .. 
of Energy and a"oided (osts forecast! of (ompetith'ely detennifled 
Demand pri<es, except when p~ are 
Savings regulated, such M those ·Cot T&O_ 'r&D 

costs ba~ Mutility costs displaced 
by'p!ograms. 

Non-Energy Not inc1uded Attempt to induM directly·related 
Benefits (can noo-energy beiu'fits and (osts • report 
also be a (ost) preclsion. 
E:dernalities. Not included Yes, 
induding 
EnVironmental 
(can be both a 
benefit aJld a 
(ost) . 

Costs Utilii)' Costs In additiOn to dir(ICt prOgram Utility (osts, ~l se, are no longer 
(osts, fncludesoverhead. relevant; ho ..... ever, principle of 
measurement and evaluation. including aU costs aSsociated \';ith 
and shareholder Wentivcs administr alor /imptemMtor de!i\'cry 

remains the same. 
Incrementa) Included; reductions m ('Osts Included; tedudioos in the costs 
Participant induced by prograr'nonly measures resulting from a program are 
Costs in<rea~ ~l benefits for (ounted 3S a benefit since term of the 

future year prOgrams· see program may span o\'er multiple 
"unit of analysis" progrclJT\ years· ~ "UJlit of analysis" 

and -lenn of analysis" 
Indirect Costs Rarely induded because AUempt to include a wide Variety of 
(can aL.;o be a difficult to quantify; indirect costs and benefits· repOrl 
benefit) redudions in OhM ptedsiOn. 

sometimes included as an 
Indirect bendit 

Unit of anaJ)'sis Individual program )'NrS INpcnds on the design of a program. 
withoul exception t)'piCally a stngle )'ear, but can include 

multip1e )'ears In the case of an 
integrated mulU-)'('ar set of activities. 

Term of analYSis Life<:)'de of measures or Initially, Hfccyde of measures or 
activities installed or activities frtstal1ed or undertaken in 
undertaken in single program current or set of program )'ears. bul 
year also may include measUl(,S Or activities 

undertaken outside the term of the 
program 
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T bl B 3 TRC PPT A I" t' t p r RI a e - . versus - .eP~ lca ton 0 o ICY u e$ 
Total Resource Cost Test under 
Existing OSM Rutes 

To What Are 1l.t Mdsute Frogram £kmtnts RequireJ, excepllor New 
Tl'Sts ArrliN on, (e g., unJer eiliting OS..\{ Corutruct;..""" Infoimatioo,. and Dired 
FR~tiyt Basis? rules: a three J-3lamp fhhJre Assistan.."'e programs_ 

with eledrOl'li< Nl1a~ 
replKin8 a foor T ·12 lamp 
fil.fure ,",-jib eoergy·dfldtnt 
magnetic ballJ5J:) 
[nJ-Use Program EIE:r.ents Required, except for New 
(eg., under existing OS.\{ Con..<lructiC>n. frJormalioo. and Direct 
. rults: romIT'.trci.tllighling AssistanCe prOgrams. Cakulated 
retrofit program, 001 not U$iJl.g tht suin of measure progr am 
I'C&E REirofit ["press elemtnls 
Program) 
ProgralI\$ (e.g., under exis.fing Requited, except (or rnfOntl31i.'O ,nd 
Ds..\{ tutes: Commercial Oired Assistance programs.. 
&.ergy ElficWocy fncentiws) C,kulated using the sun,. of end-uSe 

proguin dements, plus nOtHneasute 
costs 

Tool r«lfolio of FCC-fuOOe.J N~ required_ 
Pl09.r .UJ\S 

RelationsNp Measure Progr~m Elements E'( pOsl mt~surement of firsllt"u 
Between Ex Ant~ !a\ings up..tate future ex ~il!e 
Versus Ell Post - esfimd'!es; Ex post persisteoce "nd 
Measurement 01 mNsurt lifdime studies lIpdile f)( 

~t.lO" Sa\ings .!nte mta$ute lifetime estinutes 
End-Use Program Elements U pOst cakutation of cosl. 

effectiwness (abtated as the sum t>I 
me.!sure ekmenl$, but only Insofar.as 
necessary to suPf'C'rl sharehoMer 
eainIngs claims 

FfOjotTams Same loS ..pfl'gt"m elements 
Administrator's poftlolio.l 01 Not tfporiN 
rco~ums 

Total ReS¢tlrce Cost Test under 
bl<.ting DS.\{ Rules 

link Mv .. een Cost Measure Frogum flanenls Yes, rN mea suus eligible lor wrN 
[ffecth"ffiess a nJ $,l\vgs 
Compensation to 
Ad minislri lor 

End-Use Frogum ElEments Yes, 101 too-use program ekments 
eligible tot shared s.u-in.&' 

I'rogu:ns Yes, lot pt('gums eligibte lor weN 
s.a.ings 

AJministra!OI'S ~'flf...>lio.l 01 No, orJy let programs eligibte roc 
progums sha red s.1\ings 

(END OF ATTACHMENT 2) 

f'ubtic f\Jq..:,se Test undEr MooiJied 
Fo&y Ruks 
Not ~riJ)". (Other 151s may 'pply 
10 mtasures, such ;as participant te-st) 

Not ne<esSarity. 

Not neCess.lrU)"; used itt roojul'lction 
\\ith other priorilY-Setting criteria for 
funding allocation purpoSes. 

Yes, as the suin of programs, plus n..'O-
alJocilab!e rosts (t.g., o\-trhe.!d) 
5.1me, kit evaluation effom ,",ill 
generally (lOt be locused only on 
measuring firsilfU $a\ings and 
measure lifetimes for lndil·1du.d 
me.asures 
Same .lS .100\· .. 

. 

Yes 
Yes 

J'ut.lk ~~ Test under ModIfied 
rctky Rules 
N~ 

None 

No direct link. Nt can t-e fncluJeJ, let 
not .as the prima ry determIn.tn .. l" 
estlt-tWUng COOIpros.l lion 
No dir('(t link. but (a1\ toe lncludeJ, l£l 
not as the primary del~rmln.ln" irt 
HI aNishi ng romperu.a!ion 
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Month 

Jan 
Feb 

M=u-

Apr 

May 

Jun 
Jul 

Aug 

Pagel 
n...T~USTRA 11VE EXAMPLE OF PROGRAM DEVE1~OPMENT A~l) 

PLAl'OO'NG PRO~~SFS AND TIMELINE.~ FOR PY 2000 A1'.~ PY 2001 

Existing Programs New Third-Party Proposals NewCBEE-or 
(Third-Party; CBEE- or (Solicitation and Administrator"Defined Program..~ 
Admini~tor-DerllJed) Procurement Process) 

. 
Analysis Agents ::md Admini .. trators 
complete as...;;essments of prior year 

promms 
CBEE and Administrators begin joint pl:».nning and program development proces..'Cs 

CBEE identifies priorities and emphasis areas with input from Administrators. Implementors. Analysis Agen~ interested 
parties. and market participants; includes public workshop(s) and input from CBEE advisory committee(s) 

Analysis Agents ::md Administrators As part of joint planning process. 
conduct preliminary assessments of Administrators. begin· facilitating a 

current vear pr02l"!1l'n." planning process for new ~ozam" 
Administrators develop and issue 

RFPs for third-party proposals 
Third-D~ propoS3ls due 

Analysis Agents and Administrators Administrators review. evaluate. and Administrators complete the initial 
conduct interim as.sessment.~ of current make initial selection of third-party development of new program concepts 

year programs proposals and designs 

Administrators develop initial 
recommendations. regarding 

continuation. modification. or 
discontinuation of current year 

pr 
Administrators. develop draft program plans. and budgets by August IS 

CBEE and public review and comment on draft program plans and proposed budgets (during August and September): 
includes public workshop(s) and input from advisory committee(s) 

----- _., --
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Table 1.D-1 continued 

Month Existing Programs New Third-Party Proposals NewCBEE-or 
(Th.ird-Party; CBEE- or (Solicitation and Admini'\trator-Def'ined Programs 
Admini,'trator-Def'med) Procurement Process}_ 

Sep CBEE approves final recommended plans. and budgets by September IS; CBEE develops overall energy efficiency 
bud.':et 

Oct Administrators and CBEE jointly me program plans and budgets. and CBEE recommendations. by October 1 (advice 
letter) 

Administrators develop and issue RFPs for Implementors and contractors 
Nov Commission 3.lmroves the J'ro~ plans and budget.~ bv November 15 (by decision or resolution) 
Dec Administrators and Implementors prepare for implementation (including signing contracts. where necessary) 

~ .-~.~-

Programs implemented 
1. Public input. review. and comment shall be included and encouraged in :ill program development and pl:uming proces.~~~ 
Admini.strators are also required to solicit and coordinate input from Implementors. market participant.~ and Analysis Agents. 
2. Information from market assessment and evaluation (market assessment. program evaluation. program. tracking and monitoring. 
and market intelligence. including analyses completed by the Analysis Agenl~). Implementors. and market participants shall be used to 
inform the processes and decisions throughout. 
3. Some Programs may be multi-year programs with estimated budget.~ across two to four years. However. all programs are required 
to undergo an annual review. and funds will be authorized on a year-by-year basis through an annual program development and 
planning process. 
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Month 
(1~_ 

Mar 

Apr 

May 

Jun 

July 

Aug 

TABLEl.D*2 

lLLUSTRA mrE EXAMPLE OF PROGRAM DEVELOPMENT 
A~~PIJANN1NGPROCF.SSF$A~~T1MEI,INF$FORTHELATEl998PERIODANDPYl999 

Feedback on 1998 Progr:uns and ProposOO Program Process and lnfonnation to Develop and Plan for 1999 
Changes for Late 1998 Period Programs 

First Interim Administrator Progress Report on 1998 
promms 

Summary of 16 CADMAC market effects studies complete 

Initial Summary of Market As.-.essment information from CADMAC market effects studies and other sources 
Utility Annual Reports on 1997 program accomplishments. 

Spring Forum to discuss results of CADMAC market effects. studies and other information 
CEC report on market transformation program methodology and case study complete. 

CBEE identities initial projUam oriorities for late 1998 oeriod and 1 m PrOzt::l!l:lS 

Second Interim AdminL~tor Progress report on 1998 
promms 

CBEE continues facilitating a joint planning process; get.~ comments on it. .. program priorities. a..<;k. .. parties for program 
recommendations. and facilitates input from Imolementors.and marketp31'ticipants. 

Interim Administrators and CBEE conduct joint assessment of current year programs. 
CBEE develops initial recommendations regarding continuation. modification. or discontinuation of 1998 programs - for late 

1998 period and PY 1999 
CEC report on chan~es in r:lte and bill structure completed. 

CBEE reviews initi:ll recommendations on late 1998: CBEE outlines 1999 progr::uns. ba..-.ed on available reports and 
period and ~es final recommendations on 1998 information. 

promm modifications or deletions. 
Initial results on CBEE-sponsored and joint baseline studies and evaluations available. 

Contracts with new Administrators executed. 
- - ,.,---- New Administrator becomes involved with the joint Qlanning Qrocess. 

I 
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Table 1,]),2 continued 
Month Fcc:dback on 1998 Programs and Proposed Program Process and Information to Develop and Plan for 1999 
(1998) ChanJ:CS for Late 1998 Period Pr02raDlS 

Advice letter on use of PGC funds for remainder of 1998- New Administrators develop draft program portfolios (programs 
Sept filed at CPUC and b\tdget.~) for 1999. Release RFPs for third party proposals. 

New Admin~'t1':I.tors begin implementing any planned 
modification. .. for 1998 progr.m1S 

Commission decision on the 3dvice letter by October 1: Comment. ... from parties on program portfolios due 
Oct Approves late period 1998 program plans Third-party proposals due 

Administrators and CBEE jointly file 1999progr:un plans and 
bud~ets. by October IS (advice letter): 

Nov New Administrators. select winning third-party ~roposals. by 
November 15 

Dec Commission approves. the 1999' program plans. and budgets by 
. December 1 (by decision or resolution) 

Jan 99 I m pro~rns. .. implemented. 

I 

1. Public input. review. and comment shall be included and encouraged in all Program development and planning processes. 
Administrators are also required to solicit and coordinate input from Implementors. market participants. and' Analysis Agent., 
2. Information from market assessment and evaluation (market assessment. Program evaluation. Program traCking and monitoring •. 
:lnd m!ltket intelligence. including analyses completed by the Analysis Agents) •. Implementors. and market participa."lts shall be used to. 
inform the rrocesses and decisions throughout.. . 
3. Some Programs may be multi-year Progr:uns with estimated budgets acro.ss two to. four years. However. all Programs. are required 
to undergo an annual review. and funds will be authorized on a year-by-year basi. ... through an annual Program development and 
planning process. 

(END OF ATTACHMENT 3) 
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Progr.1ID. Approval 

Guidance on types of 
programs th4lt should be 
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Ensure: eompatibility of 
progr.:uns and progr:un 
portfolios overseen by 
different Administrators 
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PROGRAM-RELATED FUNCTIONS AND RFSPONSIBILITIES 

Program Administrators , 

Administrative Functions Non-Administrative and Limited 
Implementation Functions 

Program Area. Administration Non-Admini! .. trative and Limited 
Implementation Functions as 

Facilitation of Program Authorized by the CBEE on a Case-
Development' by-Case Basis 
• P~ing Processes 
• Program Design Non-Administrative and Limited 

Implementation Activities Tracked 
Oversight of Program and Budgeted Separately from 
Implementation Administrative Functions 

• Program Management 

Assist with Transition from Interim 
Administrators 

R~rtin~ 

Implementor'S 

Program Implementation 

Project Development 

Delivery of Energy Services 

Agreements with CustomeI:S 

Input to- Program 
Development 
• Planning. Processes 
• Third-Party Proposals 

I Program development. planning. and design processes will be (:lcilitated :lnd le<.l by the progr:lm Administrator. with input (rom Implementors, Customers. 
M:lrket Actors. and other interested parties. 

." 

I 
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ROLE OF AD~tlNISTRATORSIN PROGRAM 1~IPLEMENTATION 

Adminislrator Has No Direct Role 
In Implementation 

• Standard Per(omlanct Contracting 

• Customer Specific Infoonation 

• Design Assistance 

• General Technical Training 

• Commissioning 

• Direct InstaHation 

• Energy Centers 

Administrator May Have Limited Direct Role 
In ImpJementaiion on Case-by-Case Basis, 
Subject to Commission Approval 

• Incentives to Upstream Market Actors 

• Information and Support to Upstream 
Market Actors 

• Code SuppOrl3nd TrJining 

• Mass Ad\'trtising and Public Relations 

• Bulk Procurement '. 

• Collaborations With Other Regional or 
National Market Transformation 
Initiatives 

• Product Rating 

• Contractor Certification 

(END OF A TIACHMENT 4) 
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lt1fnimum Scope of Sen1ces For Program Administrators 
and Program-Area Specific Stope of ServicesJPrescribed Programs 

A Ptoposer must ptepare and include with the Draft PrOp6sal and Final 
Proposal a Proposed Work Plan that specifically details how it will accomplish 
each task and subtask set forth in the Minimum Scope of Services below including 
the staffing commitments and classifications necessary to perf'onn such tasks and 
subtasks. All tasks and subtasks in the MinirilUinScope of Services. plus the 
Prescribed Programs where applicable. must be addressed in the Proposed Work 
Plan. Proposers must complete a separate Proposal and Proposed Work Plan fot 
each Program Mea for which they are propOsing (0 be the Administrator 

1. Minimum Scope of Services. The ~ .. finimum Scope of Services consists 
o( five (asks with subtasks.3s foJlows: 

(a) Task a: General Program Administration and Coordination 

Develop, manage, and monitor Administrator. Program, and Program' 
Area budgets; nianage Administrator staff and Subcontractors; 
develop and implement invoicing, expenditure approval. and 
financial accounting systems; review and approve Subcontractor 
invoices; maintain financial records consistent with accounting 
standards; have audits prepared by independent auditors on an annual 
basis; coordinate the exchange of information, the identification and 
prioritization of information needs. and the timing of work products 
with technical analysts and other support of the CBEE; and 
coordinate with Administrators of other Ptogram Ateas. This task 
includes the (ollowing subtasks: 

a.1 Develop. manage. and monitor the 
Administrator budget (monthly. quarterly, annual, and 
estlnlated multi-year) for general Program adminisLiation. 
Program development. facilitation of transition activities, 
administration and oversight of Program impJententation. and 
reporting. 
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a.2 Develop and manage the overall Program Area 
budget, which includes the sum of the Administrator and all 
Programbudgets in the Program Atea. Monitottnonthly. 
quarterlYt annual, afidestimattd muhi-year budgets, and 
compare actual versUS budgeted expenditures. Identify any 
significant cOst over· Of utldet~runs by communicating with 
the contract manager.' 

3.3 SOlidt and retain the necessaryadministrativc 
staff and Subconttactors to accomplish the Scope of SerVices. 
and man~ge these resOurces to complete each task and subtask 
effectively. Develop' and implement procedures to assign, 
monitor. and rev~ew work. and approve completed work. 
Ensure that all staff alid SubcontractOrs ate compensated on a 
limely basis. 

3.4 Develop and implement the necessary 
invoicing. expenditure approval, and financial accounting 
sysleills [0 review, approve, and track invoices and payments 
to ImpJementors and Subcontcactors. 

a.S Prepare documentation On Administrator 
expenditures. and submit to the CBES for review and 
payment authorization. 

, a.6 Review and approve Subcontractor invoices on 
a monthly basis. 

a.7 Make payments (0 ImpJementors and 
Subcontractors. ' 

I The legal slitKMt oflhe CBEB aoortlaled issUes regaiding the tsl3Nishmtnl or a lrosllo rtceive and 
disburst roc funds have not )'tl ~tn tesohtd. 11ltrefore.lhe CommissiM and the CREE ha\'c not)'el 
rtsoh-cd ",hellier pa)'r'ntnts 10 Implemen[on ~i,ibe ma~ by ,he Administrators \\ith the p3.),mtnts 10 
'mptemtnlOfS f'assing through the Admilltstrators, QI '" hethel t~se pl),mtnts \\ill be nude by a stpl1atc 
financial and pa)'tnen' agtnt upOn appro\'a1 or the in,'oicts by Ihe Admini~tlat6rs. 

.. 
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a.8 Maintain financial records consistent with 
accounting standards. Provide financial records and 
documentati6n requited (or independent audits. 

a.90n an annual basis~ have financial audits 
prepa/ed by independeiH auditors thAt verify compiiance with 
the contract, the rules set (orth therein, and general accounting 
standards. The Administrator shaH pay tor the independent 
audits using PGC funds in their. Administrator budget. The 
completed audits shall be submitted to theCBEE in May of 
the succeeding year. 

a.lO Pr<?vide information for and cooperate with any 
management audits arranged and paid for by the CBEE. 

a.11 Coordinate the exchange ot infonnation, the 
identification and prioritlzation of information needs. and the 
tiining o( work products with staff and agents of the CBEB ". 
(incJuding AnalysiS Agents) regarding Strategic Planning, 
mulli·year and annual Program planning, Market Assessment, 
and Program Evaluation. the Administrator shall also 
regularly discuss relevant data on Program results, 
opportunities, and implementation methods with the 
Administrators of other Program Areas. 

a.12 Coordinate with Administrators of the other two 
Program Areas regarding measures and technologies, markets 
and market segments, and services and activities that oveilap 
the markets served by each of the three Program Areas. 
\Vhere overlaps are identified. faCilitate the development and 
.implementation of joint or coordinated Programs where they 
would help to reduce boundary or overlap conCerns. 

(b). Task b: Facilitate Program Development. PJanning. and 
Program and Program Area Budgeting 
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Facilitate and lead Program development and jOint planning 
processes. and be tesponsiblefot pieparing Program designs and 
budgets (or'CBE8review and rec6rllll1eildatiOn, and CPUC approval. 
This task includes the fciJlowing- subtasks: -

b.1· FatiJitate and lead the development cit Programs 
and Program budgets in a joiritpJatitling process On ~ periOdic 
or as-needed baskCootdinate arid {adlitate public input. 
teview. and C6mment piocesses.incJudirig meetings, 
workshops. and review 'of draft dotuments.iegatding 
proposed Pr~grams and budgets (otthePiogtam Area. Solicit 
ahdcoordina'te input froin Implemeritors. market participants, 
Analysis Agents •. and interested parties. See the discussion of 
the Prografndevel6pinent and planning processes to be used 
following Subtaskb~5; 

h.2 . Collect and compile infonnation~ and/or use 
infom13t10n provided by others (including the Analysis 
Agents) to develop. improve. Or modify Programs. or to 
recommend the discontinuation of existing Programs. within 
the planning processes described in sub tasks b.1 and bA. 

b.3 Design some Pr~grams and OVersee the design 
of other Programs consistent with the Energy Efficiency 
Policy Rules (Appendix C). (See the discussion of the 
Program development and planning processes following 
Sublask b.5) 

b.4 On an annual basis, develop a Program Area 
pJan that includes proPosed Programs. annual and multi-year 
Program plans. Program budgets (annual and estimated muld
year), o\'erall Program Area budgets (Program budgets plus 
the Administrator budget), Program perfonllance indicators 
and milestones. and Administrator performance mechanisms 
and mile$tones (or Program-related Administrator 
perfonnance to the CBEE for its review and approval. As. 

'. 
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" part of this annual plan, develop or update the muHi·year 
Program and market plan describing the approach "to 
addressing and overcoming market barriers in the specified 
markets, and ensute its ~otlsistency with the strategic plans of 
the CBEE. "(Note: This subtask is an extension of the piOgram 
development ~nd joint planning pr6tesses referred to in 
subtaSk b.l.) 

b.5 Oil an annual basis. prepare and submit the 
CBEE-approved Program descriptioM and Program Area plan 
and bu'dget. together withrecomrnendations (rom the CBEB, 
to the Commission (ot its review and approval. Submit the 
annual Ptogtam~ea ptan and budget to the Commission as a 
joint document sponsored by the eBEE and the Program 
Administrator. 

The planning ptocesses. the length of time and resources devoted to 
the processes. the nature of facilitation, and the role of the ". 
Administrator will vary by type of Program and over lime. Below 
are three different administrative and planning processes, which ate 
all part of the jOint planning process, that Administrators ate required 
to employ. 

(I) Existing Programs: review existing and ongoing 
Programst assess their interim perfonnance and the status 
of the market (using infomlation compiled by the 
Administrator and the Analysis Agents). solicit and 
coordinate input fron\ Implenlentors, market participants. 
and othet parties on these Programs. and provide 
recommendations to the CREE On whether the Programs 
should be continued. revised. or discontinued. 

(II) CBER-defined Or Administrator-defined Programs: 
develop CBEE· and AdministratOr·defined Programs and 
Program designs, solicit and cootdinate input (rom 
Implementors. market participants. and other parties on 



. , 
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these ptoposed Programs. and ptovide recommendations 
to Ihe tHEE. 

(UI) Thtrd.party proposals: solicit and assess third-party . 
proposals. solicit ~nd co<)rdinate input from Irnptementots. 
market participants, and other parties on these proposals. 
and provide tec()mtnendatiOns t6 the CBEE. 

Attachmeflt 3 °ptesents ~ji iBusttative example of the Program development 
and jOint planning'processes and timeline to take place first during 1999 • 

. and then again in 2000. which will be used (aplan and develop Programs 
(orPtogr~m years (PY) 2000 and 2001. It a)soptesents an illustrative 
example of thePr()grat1\devetop~-ent and planning process and timeJine 
that is,ext5e¢ted to take'pJacedurlng 1998 that will apply to: (1) the late 
1998 period administeted by the new Program Administrators: and (2) 
Program year (PY)t~. 

(c) Task c! Administer and Ovetsee Program Implementation '. 

Administer and oversee . Program implementation; manage the 
Programs and Implementors using Administrator staff Or 
Subcontractors: develop and oversee quality assurance standards and 
tracking mechanisms; develop and oversee dispute resolution 
processes: review and approve Implementor invoices~ and assess and 
verify Implementor perfonnance. This task includes the (ollowing 
subtasks: 

e.l Oversee and manage the Programs and 
Implementors to ensure th;lt Programs rue making progress 
towards adopted objectives and milestones. and that pac 
funds are being spent effectively. Solicit. select. hire. and 
oversee Implementors (0 deliver Enttgy Efficiency Programs. 
and manage the contracts between Administrators and 
Implementors. 

c.2 Oversee and assess the performance of 
Irnplementors. Develop and oversee compensation 
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mechanisms and levels for Implementors. Collect and 
compile infonnation. or use information provided by others. 
for detetmining . Implementor compensation. Review and 
apprOve hnplement6c invoiCes. 

· c.l ,Develop, quality 'assurance standards and 
tracking mechanisrris. ensute lhat Implementors' have 
developed quality assurance standards and methods consistent 
with the Adrrunistrat6r·s standards. and ensure that the 
standards are oPerating e((ecdvely in all Programs. '.' 

c.4 Develop' and . manage dispute resolution 
processes (or disputes between the Administrator and 
Implementors, and oversee dispute tesoiUlioi\ processes for 
disputes between Implementots and customers. 

c.S CoHeet and compile information. and/or use 
information provided' by others (including the Analysis 
Agents), on the characteristics and current status of markets, 
changes or expected changes in those markets. and the status 
and progress of PGC·(unded Programs to assist with the 
oversight of Program implementation and to improve ot 
modify Programs. Include information (rom market 
participants and feedback and input from Implernentors. 

c.6 . Collect and provide in(onnation that could be 
used by the CBEE Or its agents to assess Administrator 
perfomlance related to administration of Program 
implementation, potentially. including information for 
Administrator performance incentives. 

(d) Task d: Participate In a.nd Help Facilitate the Transition (rom 
Interim Administrators 

Particlpate in and help facilitate the transition from the Interim 
Administrators (0 the new Program Administra.tors. Work jointly 
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with the CBEB and the Other PtOgtam Administrators to transfer Or 

reassign the administratioil of Programs and the administration of. 
assets and liabilities in ail efficient and etlecli\'t mariner. This task 
includes the roJlowing sublasks: 

d.1 Revtewthe CBEE's asst':sMnent o( Programs 
administered by· the: Interim Adminisliatots in 1998 and 
related assets and liabilities, and provide recommendations to 
the CBEB on these issues (e.g .• cOntinue to Operate. revise. or 
discontinue thePtograms: transfer the administnltion of the 
related assets and liabilities t6 the Administrator or reassign 
them to another entity). 

. . 
d.~ Coordinate· and facilitate pubJic input. review, 

and (Omment processes regarding transition issues. 

d.3 Participate in the process of transferring interim 
Programs and the administratiOn of tela ted assets ana 
liabilities. incJ~ding contracts. Administer and oversee 
interim Programs transfertedto the Administrator. or assist 
the CBEB in contracting with an agent (0 administer and 
oversee the Programs. Facilitate the transfer of the 
administration and management of relevant Ptogram·telated 
assets and liabilities.' This will include the process o( 
transferring Program data bases, tracking systems. 
information tesources. and contacts from the Interim 
Administrator. 

d.4 Oversee and manage shutting down 
discontinued Progran'ls. with the Jnterim Administrators 
and/or ImpJementors perfonning the actual tasks of shutling 
down the discontinued Programs. 

J Thtse may include bOth rtal and intangible assets and li3bilities. s\Kh as (\iStirig El'Ittgy Ctnlus. 
(onlrae($. v.itb rroject spOnsors in Standard rtr(ornunee Contracting rrograms, commil~nts to cunomers 
in new cOnstruclion rrograms. and information On customtrs. pcograms. and mallets. 
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(e) Task e: Prepare and Submit Reports to the CBEE and 
Commission 

Prepare and submit teports to theCBEE and Commission on: actual 
expenditures and commitments. With comparisons t6 monthly and 
a'nnualbudgets; the status of PfogtamS alld ptogrtsSt6Wards. 
achievillg milestQiles and objectives. with infoI'rilationon indicators 
of Programpcrlormance; any propOsed or actual changes made to 
Program s(ope. Program designs. and/or Program implementation; 

, and information that is used to support Of justify Adrniflis,tratot 
compensation and any Administrator perfonnance incentive. Use 
this data and information to keep the tBEE and the public infonned 
and to assist theCBEE in its <:,veisight tote 6t Program 
administnStion and iri'tplementation. This task includes the following 
subtasks: 

o e.l Prepare arid submit quarterly and annual reports 
to the CBEE. and annual reports to the Commission. Rep6rt •. 
on: (1) actual expenditures and commitments for the 
Administrator. the Programs. and the Program Area. with 
comparisons to quarterly and annual budgets: (2) the status of 
Programs and progress towards achieving milestones and 
Commission objectives. with infonnation on indicators of 
Program perfom1ance: (3) any proposed or actual changes 
made to Program scope. Prograltl designs. and/or Ptogram 
implementation; and (4) Administrator compensation and 
perfomlance incentive milestones. including estimated. 
claimed. and/or approved incentive awards. for both 
administration~ and Program·related perfonnartce incentives. 

c.2 Prepare monthly reports on actual expenditures 
and commitments. with comparisons to monthly and annual 
budgets. and submit these reports to the CBEBand the 
contract manager on a monthly basis. Report all expenditures 
consistent with the reporting requirements being developed by 
the CBEE. 
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e.3 Coordinate and facilitate public input. review. 
and comment processes on aU quarterly and annual rePolts 
submitted to the CBEB and/or Commission. 

eA Respond (oin:tonnation requests from the 
CBEE Or Commission. 

3. Program Area-Specific Scope of Services and Prescribed Programs 

This section describes services specific to some of the Program Areas. 
including Prescribed Programs. that ate required to be implemented in one 
Or two Program Areas. but not all of the Program Ateas. Proposers shall 
address tlie applicable Prescribed Programs listed below by Program Area 
in their Work Plans. Proposers are to describe their approach (0 both 
developing and overseeing the implementation of the applicable Prescribed 
Programs. ". 

Residential Program Administrator: No Prescribed Programs. Howe\'er. 
please discuss whether Energy Centers are an appropriate and effective 
Market Intervention strategy in the Residential Program Areat and if so. 
why. Proposers are free to propose the use of Energy Centers in this 
Program Area. If they propose to use Energy Centers, the Proposers shan 
describe how they will be used. which markets and market barriers they will 
address, and how the Residential Program Administrator will coordinate 
with the other two Program AdministratOrs that are required to administer 
Energy Center Programs. 

Nonresidential Program Administrator: Energy Centers. The 
Nonresidential Program Administrator shall administer an Energy Center 
Program. The Implementor and operator of the Nonresidential Energy 
Center Program will be detemlined during the joint pJanning process: the 
Program Administrator mayor may not be selected to be the Implementor. 
Therefore. a proposer should include the cost of administering an Energy 
Center Program in its cost bid. but it shouJd not include the cost of 
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implementing an Energy Center Program or operating Energy Center(s). 
Please describe how Energy Centers will be developed. administered. 
implemented. and operated. which markets and market barriers they will 
address. and how the Administrator will coordinate with the other Program 
Administrators that will administer Energy Center Programs. 

New Construction Program Administrator: Energy Centers. The New 
Construction Program Administrator shaH administer an Energy Center 
Program. The Implementor and Operator of the New ConstructiOn Energy 
Center Program win be determined during the joint planning process; the 
Program Administrator mayor may not be seleCted to be the Implementor. 
Therefore. a proposer should include the cost of administering an Energy 
Center Program in its cost bid, but it should not include the cost of 
implementing an Energy Center Program or operating Energy Center(s). 
Please describe how Energy Centers will be developed. administered. 
implemented, and operated. which markets and market barriers they will 
address, and how the Administrator will coordinate with the other Program 
Administrators that will administer Energy Center Programs. .. 

New Construction P(ogram Administrator: Building and Appliance Energy 
Efficiency Standards Support. The New ConstrUction Program 
Administrator shaH administer a Building and Appliance Energy Efficiency 
Standards Support Program (0 support California's current and (ulure 
building and appJiance standards (such as Title 24). Approaches such as 
improving the quality of conSlJuction (quality assurance) and increasing 
compliance with California's building and appliance standards shall be 
encouraged. Please describe how the Building and Appliance Standards 
Support Program will be developed. how the Administrator will oversee the 
implementation of the Program, how the Administrator will coordinate with 
the California Energy Commission and other parties interested in the 
development and support of slandards, how the Program will coordinate 
with other Market Intervention approaches being proposed or implemented 
in California. and which customer sectors. markets, market actors, and 
market barriers the Program will address. 

(END Ole" A ITACII~1ENT 5) 
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RFPSCORESIIEET 
Rt ulred AUributrs Enluation Areas Ml-\imum Points Available 200 

Possible Possible 

I. Capability Points 

A. Management and Organization Structure 

(I). Capability of proposed Management and Organizational Structure to perform the 
tasks and subtasks set forth in the Scope of Services in Section V. 9 

(2). FleXibility of the proposed Management and Organizational Structure including 
Ihe ability to hire Subcontractors 311d (0 monitor the quality of their work. 6 

(3). Appropriate variety of skills and experience in propOser's Project Team to 
successfully perfonn the task.s and subtasks set (orth in the scope of St'fl'kes in 
~~~ 9 

B. Demonstrated competencelExperience 

Possible 
Points 

(I). Demonstrated experience of Project Team members with energy efficiency 
(><llicy. program design. implementation, oversight, measurement & evaluation, 
and market assessment. 8 

(2}.Demonstrated ability to provide general project a.dministration and coordination 
including negotiating contracts. and to per(oml COntract administration and 
oversight with Subcontractors and firms retained to provide project 
implementation. including demonstrated experience wilh the design and 
negotiation of perfonnance-based compensation mechanisms (or such firms. 8 

(3). Demonstrated experience'in transforming markets. For market transformation 
experience in m3Jkets other than energy efficiency. please explain relevant 
simHarities to energy efficiency markets. 8 

(4). Demonstrated abilily to facilitate and lead project development and coordinated 
planning process involving multiple participants. including a demonstrated 
capacity to develop project designs and budgets. to de\'elop annual and multi*year 
project plans on a periodic basis, and to coordinate efforts with other 
decision makers. 7 

(5). Demonstrated ability to administer and oversee the implementation of projects 
with multiple impJementors. to manage the projects using Administrator staff or 
Subcontractors, and to assess and "erify implementor pcrfoIDlance necessary for 
the successful deli"ery of final products and services in complex projects. 8 

(6). Demonstrated ability to handle administration, Subcontractor budgets, invoices, 
accounting. disbursement of funds and cost monitoring and maintaining financial 
records consistent with accepted accounting standards. 8 

(1). Demonstrated ability to collect data and key customer and market actor opinions 
from the rJiMketpJace, including obtaining input (rom the public and preparing 
reports summarizing key findings. 5 

(8). Demonstrated ability in reporting on actual expenditures, commitments, and 
reconciliation (0 budgets; on the status of projects and progress toward achieving 
milestones: on any proposed changes in project scope, design or implementation: 
and on information used to support or justify Administrator or Contractor 
compensation and per(omlance incentive. 4 

Points 

24 
PossibJe 
Points 

.. 
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Possible Possible 
2. Cost Points Points . 

A. Proposed Total Average Loaded Rates (0 perform: 25 

(1). Task. I (General Program Administration and Coordination) in Section V -
Scope of Services 4 

(i). Task i (Facilitate Program Development, Planning and Program and 
Program Area Budgeting) in Secrion V - Scope of Services 4 

(3).Task 3 (Administer and OVersee Program Implementation) in Section V -
Scope Of Servkes 4 

(4).Task 4 (Participate in and Facilitate the Transition (rom the Interim 
Administrators) in Seclion V - Scope of Services 3 

(5). Task 5 (Prepate and Submit Reports (0 the CBEE and Commission) in 
Section V • Scope of Services 3 

(6). Total A wrage labor Rate (or All Tasks in SC(IiOn V - Scope of Services 7 

B. PropOsed cap On adnunistrative expenses (ratio of Administrator tOlal 
compensation (base compensation plus performance incentive 
compensation) lo lota) costs of programs o"erseen by the Administrator 
not including lhe Administrator's compensation) 35 

60 ., 

Possible Possible 
3. Understanding and Proposed Approach To Scope of Services Points Points 

A. Demonstrated understanding of the goats and objectives of the Board and 
the Commission and the role of Administrators in achieving these 
objectives. 7 

B. OveraJl proposed approach to and Work Plan (or perfonning the Scope of 
Services 2S 

C. PrOpOsed approach to defining markets or market segments and a 
demonstrated understanding of how specific markets or market segments 
operate. 8 

D. Proposed Performance Inantive Mechanisms (or Program Administrators. 12 

E. Proposed approach to measuring Administrator. Implementor and Program 
pc rfonnance. S 

60 
TOTAl" 200 

(ENI> OF ATfACIIMENT6) 


