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1 PROGRAM OVERVIEW

1.1 PROGRAM CONCEPT

The Long Beach Business Energy Services Team (B.E.S.T.) Program, managed by the City of
Long Beach and administered by KEMA-XENERGY, is an extension of the current Long Beach
B.E.S.T. Program. The B.E.S.T. Program is an innovative incentive program specifically
designed to assist hard-to-reach (HTR) small and very small businesses (100 kW or less)
overcome the barriers to implementing cost-effective energy-efficiency measures. The B.E.S.T.
Program offers a“turnkey” approach in which marketing, energy education, site-specific energy
analysis, financial incentives, equipment procurement, and installation are all provided. This
turnkey marketing and implementation process takes customers quickly from interest and intent
to actual installation of measures. The primary focus of this incentive program is to maximize the
implementation of cost-effective, high-efficiency lighting measures, while also addressing some
HVAC, refrigeration and customized measures. The 2004-05 Long Beach B.E.S.T. Program will
build on the momentum of the past program by continuing to serve small businesses that are
otherwise highly unlikely to participate in statewide incentive programs.

1.2 PROGRAM RATIONALE

After 20 years of energy-efficiency program expenditures in California, there still remains
significant potential to achieve cost-effective energy-efficiency improvementsin the small and
very small nonresidential market segment, particularly among HTR customers. The B.E.S.T.
Program offersa proven track record of achieving high market penetration and cost-
effective ener gy savings among HTR customers. Key design features of the B.E.S.T. Program
include the following:

e Cashincentives for measures designed to achieve high participation levels and low
per-unit market costs

e A simpleturnkey marketing and implementation process that takes customers quickly
from interest and intent to actual installation of measures

e Leveraged outreach through program-approved contractors and the City of Long
Beach

e Internet-based software that enhances cost-effective program delivery.

Small businesses lack the capital, expertise, and staff time necessary to assess and act on energy-
efficiency opportunities comprehensively and confidently. The B.E.S.T. Program is designed to
mitigate these barriers effectively by lowering first cost, minimizing hassle and transaction costs,
and reducing real and perceived risks associated with equipment performance and contractor
reliability. The B.E.S.T. Program specifically addresses the following key market barriers:
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SECTION 1 PROGRAM OVERVIEW

e Lack of accessto capital/first cost. Small commercia customers, particularly thosein
economically depressed areas, have limited access to capital. Because of thisand
other barriers, these customers rarely make energy-efficiency-related investments if
they have payback periods of more than afew months. Based on past experience with
these types of customers, the B.E.S.T. Program recognizes the need to pay a
significant portion of the measure cost in order to achieve significant participation
and measure penetration in this HTR segment of the market.

e Hasdleor transaction costs: the indirect costs of acquiring energy efficiency,
including the time, materials, and labor involved in obtaining or contracting for an
energy-efficient product or service. The B.E.S.T. Program reduces hassle and
transaction costs by offering one-stop services that include customer education, site-
specific energy analysis, feasibility analysis, financial incentives, equipment
procurement and installation.

e Information or search costs: the costs of identifying energy-efficient products or
services or of learning about energy-efficient practices, including the value of time
spent finding out about or locating a product or service or hiring someone else to
do so. The B.E.S.T. Program is specifically designed to reduce the information and
search costs for small commercial customers. Marketing and outreach activities
increase customer awareness of cost-effective energy-efficiency measures. Other
features of the program that address this barrier include energy analysis and turnkey
equipment procurement and installation services.

e Performance uncertainty and hidden costs. The B.E.S.T. Program addresses
customers' concerns by providing targeted information documenting the proven
energy savings from program measures and the reliability characteristics of efficient
equipment. Equipment warranties will also be provided.

e Splitincentives: casesin which the incentives of an agent charged with purchasing
energy efficiency (owners) are not aligned with those of the persons who would
benefit from the purchase (tenants). Historically, fewer energy-efficiency measures
areinstalled in leased space because building owners generally pay for the retrofit,
but the renter benefits from the energy savings. This provides little incentive on the
part of the owner to invest in energy efficiency. Recent research® shows that renters
are willing to share in the cost of energy-efficiency improvements with the building
owner when payback periods are less than or equal to the time remaining on the lease.
By offering significant financial incentives to owners and occupants for the
replacement of inefficient equipment, the B.E.S.T. Program produces payback
periods that are attractive to both owners and renters (i.e., in the case, of renters,
payback periods that are shorter than their remaining leases). In the 2002-03 Long
Beach B.E.S.T. Program, 83 percent of participants are renters.

! Statewide Small/Medium Nonresidential Customer Wants and Needs Study, Draft Report, prepared by Quantum
Consulting Inc. and XENERGY Inc. for Pacific Gas & Electric Company, January, 2002.
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SECTION 1 PROGRAM OVERVIEW

Accessto financing: the difficulties associated with lending institutions' historic
inability to account for the unique features of loans for energy savings products
(i.e., that futurereductionsin utility bills increase the borrower’ s ability to repay a
loan) in the underwriting procedures. The B.E.S.T. Program will make participants
aware of and offer any low-cost financing that is available. We recognize that the
utilities or non-utility implementers may offer financing options to customers. We are
eager to work with these program implementers to include any low-cost financing as
part of our program package.

1.2.1 Summary of Measures

Targeted measures for the B.E.S.T. Program include the following:

Compact fluorescent lamps (CFLS)
0 Screw-in

0 Hardwired

Fluorescent measures

0 Retrofit

o Delamped

LED exit signs

Lighting controls

0 Occupancy sensors
0 Photocells
Custom lighting

Window film
Programmabl e thermostats

Refrigeration measures

o Vending controls

o0 Humidistat controls
0 Miscellaneous
Custom €lectric measures

Custom gas measures.

Additional programmatic and cost-effectiveness details are provided in the sections that follow.

1.2.2 Equity Considerations

As discussed above, the small commercial market is known to be aHTR market in the energy-
efficiency industry, not just for private market actors, but for public purpose programs as well.
The participation rate of small businesses in utility incentive programs has also been more than
three times less than that of larger businesses. As noted throughout, our proposed program design
will reach markets that have been largely missed by the statewide programs.
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SECTION 1 PROGRAM OVERVIEW

Consistent with this, the CPUC Energy Efficiency Policy Manual defines nonresidential HTR as
those customers who do not have easy access to program information or generally do not
participate in energy-efficiency programs due to the following barriers:

e Language. The primary language spoken is other than English.
e Businesssize. Lessthan 10 employees and/or classified as very small.

e Geographic. Businessesin areas other than the San Francisco Bay Area, San Diego
area, Los Angeles Basin or Sacramento

e Lease. Investmentsinimprovements to the building benefit the business only during
the lease period, landlords benefit longer.

Based on arecent analysis,? it appears that the majority of HTR segments proposed by the CPUC
have historically been underserved by the PGC-funded programs. In particular, thisincludes the
following proposed segments. small customers with less than 10 employees, businessesin leased
space, strip malls, local chain or single-location restaurants, and convenience stores. Of these, the
two most significant segments are renters and businesses with less than 10 employees, which,
when combined, comprise over 60 percent of the small/medium nonresidential population®in
terms of annual energy consumption. Furthermore, these two segments overlap significantly with
strip malls, convenience stores, and local chain/single-location restaurants.

Participation levels in the Express Efficiency program were very low in 1999 (and throughout
much of the 1990s)* both for all customers <500 kW (0.4 percent) and for small customers < 20
kW (0.16 percent). Participation levelsincreased significantly for small customersin PY 2000 to
about 2.8 percent for customers < 20 kW (2.6 percent for all customers < 500 kW). As discussed
in the next section, this was primarily because the IOUs significantly increased Express incentive
levels for the smallest customers, as well as marketing and outreach efforts targeted at these
customers.

1.2.3 Innovation

The B.E.S.T. Program uses an innovative turnkey approach to provide servicesto the
nonresidential HTR market segment. This turnkey program concept has a proven track record of
high participation rate and cost-effective life-cycle savings for the markets.” The challenge of

2 Statewide Nonresidential Hard-to-Reach Study, Draft Report, prepared by Quantum Consulting Inc. for Pacific
Gas & Electric Company, January, 2002.

% The small/medium nonresidential population has traditionally been defined as customers with peak demand under
500 kW.

% 1998 Express Efficiency Market Transformation Sudy, prepared by XENERGY Inc. and Quantum Consulting Inc.
for Pacific Gas & Electric Company, June, 1999. Commercial Lighting Market Transformation Sudy, prepared by
XENERGY Inc. for Pacific Gas & Electric Company and San Diego Gas & Electric Company, August, 1998.

® See Warner, Kellogg L., “Delivering DSM to the Small Commercial Market: A Report from the Field on What
Works and Why,” 1994 American Council for an Energy-Efficiency Economy Summer Study on Energy Efficiency
in Building, Volume 10: Program Design, Asilomar, California. August.
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SECTION 1 PROGRAM OVERVIEW

this approach has been to successfully balance marketing and administrative costs with incentive
levelsin order to maximize cost effectiveness. The B.E.S.T. Program design minimizes
marketing and transaction costs while maximizing penetration, and therefore, cost-effectiveness.

The most cost-effective approach to any program is highly dependent upon the characteristics of
the target market for which savings are desired. For certain markets, approaches that involve
high levels of effective information dissemination and moderate incentives provide the most
cost-effective solution. Our experience in delivering and evaluating commercial programs
indicates that thisis not the case for small and very small businesses, especialy thosein
economically depressed areas. As noted in previous sections, the historical evidence
demonstrates clearly that very small commercial customerswill not adopt efficiency measures or
participate in efficiency programs at meaningful levels without a combination of high incentive
levels and complete turnkey services.

Figure 1-1 displaysthe typical relationship between incentive levels and penetration rates among
small commercia customers. This and the following graph were developed by KEMA-
XENERGY based on actual experience implementing commercial energy-efficiency programsin
the mid-1990s. The largest increases in penetration occur when the incentive percentage of total
installed cost is between 50 and 80 percent. Incentives of 50 percent will result in market
penetration around 30 percent, while 80 percent incentives will encourage roughly two-thirds of
the market to participate.®

Figure 1-2 provides KEMA-XENERGY' s estimates of the cost per kW saved as a function of
incentive levels. Note that a turnkey program does not make sense if the incentive levels are 40
percent or lower. Other more traditional program strategies work best with the lower incentive
levelsif lower market penetration is acceptable. In addition, the cost per kW isfairly constant for
incentive levels between 50 and 80 percent. However, increasing the incentive from 50 to 80
percent provides additional kW savings without increasing relative costs. Because this also
minimizes lost opportunities, experience shows that the 70- to 80-percent incentive level is
optimal for the turnkey program model.

® A similar curve, based on results from aggressive programs targeted toward small commercial customers, was
recently developed from program experience in New England (Mosenthal and Wickenden, 1999, “The Link
Between Program Participation and Financial Incentivesin the Small Commercial Retrofit Market,” 1999 Energy
Program Evaluation Conference, Denver, Colorado. August. The curve developed by these authorsis similar to but
dightly less steep than the one developed by Warner.
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SECTION 1 PROGRAM OVERVIEW

Figure1-1
Market Penetration as a Function of Incentive Level for Small Commercial Customers
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Figure1-2
Turnkey Program Costsfor Small Commer cial
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We recognize that, more recently, the IOUs have been targeting efforts toward small customers,
which has resulted in significant increases in participation. Over the past 2 years, the utilities
have modified the payment requirements of the Express Efficiency prescriptive programin an
effort to increase participation anong smaller customers. As aresult, arecord number of
customersin the <20 kW nonresidential segment participated in the 2000 and 2001 Express
Efficiency program, driven primarily by increased incentives and vendor bonuses. Of these
applications, 76 percent received a vendor bonus. Furthermore, approximately 95 percent of the
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SECTION 1 PROGRAM OVERVIEW

applications also received incentives that were double the base value (resulting from other
promotions, e.g., summer specials). The result was that 80 to 100 percent of the measure cost
was paid for by the incentives for T8 and CFL measures. CFLs and T-8s were far and away the
most popular measures installed. We applaud the utilities for their efforts to increase penetration
among small commercial customers.

For PY 2003, it appears that the Express Efficiency will increase their rebates for certain
measures so that incentives are more in line with those of third-party implementers. Nonethel ess,
the incentive levels will still average somewhere in the neighborhood of below 50 percent of
measure costs. These incentive levels are appropriate for a mass market, prescriptive rebate
program. The results of the PY 2000 program are consistent with the program penetration model
we presented above, i.e., that participation rates increase significantly asincentive levels move
above 50 percent. Our objective with the B.E.S.T. Program is to serve those small HTR
customers that would otherwise be unlikely to participate in the Express Efficiency program
(both because Express incentive levels are lower and because the B.E.S.T. Program will provide
door-to-door direct marketing and turnkey installation).

B.E.S.T. Internet-Based Software Tool

The B.E.S.T. Internet-based software tool is a unique feature of the B.E.S.T. Program.
Contractors utilize the B.E.S.T. Proposal Generation Software tool to generate proposals that
detail energy and demand savings, project cost, customer cost, and a simple payback analysis.
The software enables the contractor to compare the economics and performance levels of various
energy-efficiency options and select the most cost-effective or appropriate measures for the
proposal. Standardized pricing, determined by contractor input, is used for measure costs. An
extensive lighting database is used to determine connected load of the pre-existing and proposed
equipment. The software has inherent market transformation benefits because it helps to train
contractors on cost-effective retrofit options as well as payback analysis. The software tool has
also enhanced our ability to leverage the contractors for marketing and outreach because there is
no delay associated with proposal generation if standardized pricing is used.

Leveraged Marketing

The B.E.S.T. Program relies heavily on leveraging the outreach capabilities of program-
approved contractors. Contractors are motivated to promote the B.E.S.T. Program to small
businesses because the high incentive levels enhance their ability to make a sale. Additionally,
contractors tend to recruit businesses that are located within a small geographic region, say a
strip mall or city block, so they can capture the economies of scale associated with installation of
the measures.

1.2.4 Proven Track Record

The B.E.S.T. Program has a proven track record for cost-effective program delivery. During PY
2002-03, the program has been successfully implemented in the San Diego region through
SDREOQ, in the City of Oakland through the Oakland Energy Partnership, and in the City of Long
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SECTION 1 PROGRAM OVERVIEW

Beach through KEMA-XENERGY’s EEGOV Program. All three programs are fully subscribed
and are well on track to exceed their energy and demand savings goals.

Additionally, the vast majority of participants are HTR customers. In fact, for the 2002-03
B.E.S.T. Program, 83 percent of the participants are renters, 59 percent have less than 10
employees and 2 percent have a primary language other than English.

1.2.5 Continued Demand

The B.E.S.T. Program proposes to continue to target and reach the small commercial customers
that are otherwise highly unlikely to participate in statewide incentive programs. The success of
the B.E.S.T. Program during 2002-03 resulted in the need for KEMA-XENERGY to establish a
waiting list of program participants in the City of Long Beach. Continuation of funding into
2004-05 for the Long Beach B.E.S.T. Program would allow the program to fund projects that are
currently on our waitlist, as well as take advantage of existing program momentum.

1.2.6 Lessons Learned and Recommended Changes to 2004-05 Program

The 2002-03 B.E.S.T. Program has incentive amounts set to ensure projects at least meet a 1-
year payback period. For most measures, the incentiveistied directly to the demand savings.
However, contractors have strongly pursued delamping projects that are more lucrative, resulting
in an average payback (based on a sample of projectsin the current B.E.S.T. Program) of 0.2
years and customer payment of about 8 percent of total project cost. One component of our
incentive management strategy for the 2004-05 B.E.S.T. Program is to reduce the incentives for
lighting measures by about 15 percent. This adjustment for the current mix of projects resultsin
almost a half-year payback period and customer payment of about 17 percent.

A second component in managing our incentivesis to implement a cap on incentives. The cap
will be based, in part, on whether the participating business qualifies as an HTR business. If the
businessis HTR there will be no cap on incentives; but the incentive may not exceed the total
cost of the project. A cap will be applied to incentives for non-HTR businesses. The mechanism
for determining the level of the cap isto be determined. Among other factors, the economics of
the project will be akey consideration in determining the cap level for non-HTR business
participants. If it becomes apparent that the program is not on track to meet goals after three
quarters of field activity, the caps may need to be adjusted.

Our objective is to achieve savings under each of the measure categories offered in the program.
The program will initially reserve funds per measure category to ensure amix of measures. We
also plan to encourage project proposals to include amix of measures, for example, lighting and
non-lighting (two different lighting measures will not count). To encourage projects with
multiple measures in more than one end-use category, the cap for non-HTR customers will be
lifted, i.e., the project will be eligible to receive funding for 100 percent of the project cost.

1.2.7 Program Classification

The Long Beach B.E.S.T. Program should be evaluated as a hardwar e/incentive program.
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SECTION 1 PROGRAM OVERVIEW

1.3 PROGRAM OBJECTIVES

Key objectives of the B.E.S.T. Program are highlighted below:

Cost-Effective Results. The B.E.S.T. Program was implemented successfully and
cost-effectively to HTR small businesses during PY 2002-03. The program is on track
to exceed the energy and demand savings goals. The proposed program design has
enhanced cost-effectiveness.

Peak Savings Emphasis. The B.E.S.T. Program is designed to emphasize peak
demand savings in addition to long-term energy savings. For the most part, the
financial incentives of the B.E.S.T. Program are tied directly to the kW savings of the
proposed measures. Therefore, the higher the demand reduction of proposed
measures, the higher the incentive.

Strong Hard-to-Reach, Equity Focus. The B.E.S.T. Program will continue to target
HTR small businesses, particularly those that are located in leased space. The key
goal of the Long Beach B.E.S.T. Program isto directly address a critical CPUC
policy objective, i.e., to serve the HTR markets through local programs. Because this
target market rarely participates in existing programs, the Long Beach B.E.S.T.
Program will continue to improve on the equity of the public goods fund
expenditures. The Long Beach B.E.S.T. Program has atarget of at least two-thirds of
the participants categorized asHTR.

Complete Turnkey Service. The B.E.S.T. Program offers a turnkey approach in
which marketing, energy education, site-specific energy analysis, financial incentives,
and equipment procurement and installation are all provided. This turnkey marketing
and implementation process quickly takes customers from interest and intent to the
actual installation of energy-efficient measures.

Maximum Effect Door-to-Door Marketing. Experience has shown that the key to
marketing to the small commercial segment isto take it directly to the business. The
small commercial businesses usually do not respond to mail or phone solicitations.
The most successful marketing approach has involved door-to-door canvassing.

I ncentive Levels that Work for the Target Market. Cash incentives for measures
designed to achieve high participation levels and low per-unit market costs. By
setting incentive levelsfairly high for this geographically restricted target market, the
marketing costs per unit of energy saved have been significantly reduced.

Innovation. The B.E.S.T. Program relies heavily on leveraging the outreach
capabilities of our local partners and program-approved contractors. Contractors
utilizethe B.E.S.T. Internet-based Proposal Generation Software tool to generate
proposals that detail energy and demand savings, project cost, customer cost and a
simple payback analysis. The software enables the contractor to compare the
economics and performance levels of various energy efficiency options and select the
most cost-effective or appropriate measures for the proposal. Thus, the software has
inherent market transformation benefits.
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SECTION 1

1.3.1 Projected Accomplishments

The Long Beach B.E.S.T. Program is designed to deliver cost-effective long-term energy and
demand savings to small and very small HTR nonresidential customers. Incentive levels are high
to achieve significant participation and measure penetration in this HTR segment of the market.
As such, a high percentage (66 percent) of our total budget is alocated to financial incentives.
The projected accomplishments of the B.E.S.T. Program for program years 2004-05 include the

following:

Accomplishments

Long Beach B.E.S.T. Program Projected

Net Coincident Peak Demand Savings 3,429
Net Annual kWh Savings 6,545,232
Net Lifecycle kWh 85,880,765
Net Annual Therms 20,064
Net Lifecycle Therms 268,704
TRC Ratio 2.13
PT Ratio 58.73

0a:prop2003:cpuc non-utility proposals:b:1_best 1-10
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2 PROGRAM PROCESS

2.1 PROGRAM IMPLEMENTATION

The proposed program for 2004-05 is a continuation of the successful 2002-03 B.E.S.T.
Program. The B.E.S.T. Program proposes to continue to install energy-efficiency measures at
small businesses, especially in businesses that have traditionally been hard to reach (HTR) with
respect to statewide energy-efficiency programs. The B.E.S.T. Program distinguishes itself from
the Statewide Express Efficiency Program by offering full turnkey services to this HTR market
segment. The high incentives of the B.E.S.T. Program allow for the minimization of marketing
activities and movement directly into a proposal development. The cost to develop a proposal is
also kept low by utilizing KEMA-XENERGY’s Internet-based Proposal Generation Software.

A major component of the B.E.S.T. Program is the leveraging of program staff with the
marketing capabilities of program-approved contractors. These contractors generate leads and
utilize the Proposal Generation Software to prepare either standard or non-standard Participation
Agreements, also referred to as proposals, for customers to sign, with a minimum of interaction
with program staff. Non-standard Participation Agreements require a program engineer to review
the savings calculations, while a standard Agreement utilizes savings calculations embedded in
the Proposal Generation Software and does not require an engineer’s review.

Once a business has agreed to the terms of the Participation Agreement and has signed it,
program staff will verify eligibility and then conduct a pre-inspection to verify the existing
equipment. The contractor will then install the measures. All completed projects will be post-
inspected by program staff. The contractor will receive the incentive payment directly from the
program implementer. The contractor will also be responsible for collecting a portion of the
project cost from the business. All program contractors have agreed to offer program-approved
warranties on parts and labor of all installed equipment.

Several of the key attributes of the B.E.S.T. Program’s turnkey concept are discussed below to
highlight a few of the program design issues.

2.1.1 Cash Incentives

Incentives will be set at 80 percent or higher of the project cost because maintaining a short
payback and minimal customer payment is the driving force behind customer participation in this
HTR market segment. For the most part, the delta kW savings of the measure will determine the
incentive amount. For some measures, the incentive is determined on a per-unit basis. To
enhance the cost-effectiveness of the Program, the 2004-05 program design assumes about a 15-
percent reduction in incentive levels used in the 2003-04 B.E.S.T. Program.
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One of the tools in managing the program incentives is the cap, i.e., the maximum allowed
incentive per project. Incentives for the B.E.S.T. Program will be capped based on whether the
business qualifies as an HTR business. If the business is eligible to be classified as an HTR
business, then the project incentive will have no cap but the incentive may not exceed the total
project cost. For non-HTR businesses the incentives will be capped at a level less than total
project cost. The mechanism for determining the level of the cap is to be determined. Among
other factors, the economics of the project will be a key consideration in determining the cap
level for non-HTR business participants.

Our objective is to achieve savings under each of the measure categories offered in the program.
The program will initially reserve funds per measure category to ensure a mix of measures. We
also plan to encourage project proposals to include measures from more than one end-use
category. To encourage projects that include measures from more than one end-use category, we
may offer a bonus or lift the incentive cap. Similarly, to increase the targeting of HTR customers,
we may lift the cap if the customer qualifies under one of the HTR categories.

2.1.2 Proposal Development

Developing the right process and systems are the keys to generating a low-cost, quality proposal.
KEMA-XENERGY developed its Internet-based Proposal Generation Software for the primary
purpose of supporting the B.E.S.T. Program. The Proposal Generation Software Program takes
equipment inventory data collected during a site visit and generates a proposal for the business
and a work order for the contractor, as well as other Program-related forms used for inspections
and notification of participants and contractors.

The software enables the user to compare the economics and performance levels of various
options and to select the appropriate measures for the proposal. The result is a Participation
Agreement (also referred to as the proposal) that only needs to be signed by the business owner
or manager to start the process.

The on-site data collection requires a person that has received sufficient training, but does not
require an engineer. During the on-site visit, data is collected on the characteristics of equipment
in the business and their operating schedule. The on-site surveyor will first brief the business
manager or owner on the program and assess their interest level. If sufficient interest exists, the
surveyor will collect the required data. The surveyor will be trained to identify conditions when
certain measures are not feasible and identify potential custom measures. A project engineer will
make a follow-up visit with the surveyor if a potential custom measure needs to be assessed or if
there are questions regarding measure feasibility.

Examples of data entry screens from the Internet-based Proposal Generation Software are shown
in Appendix A.

2.1.3 Equipment Procurement and Installation

A competitive bidding strategy will again be used to achieve the lowest possible measure costs
while maintaining high quality. Existing approved program contractors and other contractors

oa:prop2003:cpuc non-utility proposals:1b:2_best 2—2



SECTION 2 PROGRAM PROCESS

from the SCE service territory will be asked to provide costs for any or all program measures.
Contractors can put in bids for just equipment, just installation, or both. The bids will be used to
create standard pricing for a wide range of prescriptive measures. Projects identified by a city
administrator and/or program staff member will be assigned to a program contractor based on the
preferences of the business, location, and the capabilities of the contractors as appropriate, or on
a random basis by program staff.

2.1.4 Site Inspections

To minimize performance uncertainty risk for the customer, verify savings and ensure quality,
the B.E.S.T. Program conducts pre and post inspections at 100 percent of the project sites.

2.1.5 Equipment Warranties

Program approved contractors are required to offer equipment and labor warranties. The
warranties are in place to specifically address the identified market barrier of performance
uncertainty regarding equipment reliability. Program approved contractors agree to honor
program specified warranties as part of the approval process.

2.1.6 Coordination

The B.E.S.T. Program will continue to utilize the “Flex Your Power” slogan in order to leverage
the statewide marketing campaign. In addition, the City of Long Beach and KEMA-
XENERGY’s co-branding will be utilized in relevant marketing materials. As stated previously,
the key feature of the marketing and outreach strategy will be to leverage the local outreach of
the City of Long Beach.

Cost-effective marketing synergies will also be achieved through coordinated efforts that cut
across all of Long Beach’s economic development programs, as well as, any other related City
programs or services.

The target market for the B.E.S.T. Program tends not to be a good candidate for other statewide
energy-efficiency programs. The B.E.S.T. Program’s target market tends to need a 1-year
payback or less before the participant will make any investment. Programs with incentives in the
20- to 60-percent range rarely can achieve the required payback periods. Nevertheless, a fact
sheet with information on other relevant programs will be provided to the business at the same
time as the proposal and will also be left with the businesses that are not interested in or eligible
for the B.E.S.T. Program. The fact sheet will specifically focus on programs that address
measures that can only be cost-effective at the time of normal equipment replacement.

2.2 MARKETING PLAN

The City of Long Beach will work with KEMA-XENERGY and program-approved contractors
to implement the required marketing and outreach campaign. Program staff will work with the
City of Long Beach to leverage their marketing and outreach capabilities. The City can provide a
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valuable liaison between the business community and the B.E.S.T. Program. Additionally, the
City can help to identify specific geographical areas that are likely to have a high percentage of
HTR businesses. The City of Long Beach and KEMA-XENERGY will co-brand the program
and get the message out through program flyers, Internet access, and presentations at City- and
Chamber of Commerce-sponsored community meetings.

Additionally, the program-approved contractors themselves have been found to be a highly
effective channel for marketing. Contractors market the program to businesses directly because it
assures that they will get the installation job. In the 2002-03 B.E.S.T. Program, contractors were
the primary source for obtaining signed proposals.

Door-to-door canvassing by the person who will conduct the facility assessment has been found
to be the most cost-effective means to market the B.E.S.T. Program. During canvassing, flyers
will be distributed that are co-branded by Long Beach and KEMA-XENERGY to establish
credibility. All Program staff will carry identification badges.

2.2.1 Marketing Activities

Develop Program Flyer. A flyer will be developed for distribution to businesses by Program
staff, contractors and other channels of delivery. The flyer used for the 2002-03 B.E.S.T.
Program is shown in Figure 2-1.

Proposal Generation Softwar e Revision. While implementing B.E.S.T. during 2002-03,
improvements were identified and enumerated. These enhancements will address some issues of
functionality, as well as improve reporting capabilities of the system.

| dentify Target Markets. Program staff will work with the City of Long Beach to identify
target areas in their cities. Ideal target areas would be those with a high saturation of HTR
businesses that would qualify for the Program, i.e., meet the demand/rate schedule criteria.

Provide Sales Support to Contractors. B.E.S.T. Program staff will provide sales support to
contractors as needed. Support may take the form of customer contact on behalf of the customer
or assistance in preparing a proposal. Support may be provided through a simple telephone
conversation to validate the program and contractor to a business, or staff may accompany a
contractor on a sales call.

Set Up Hotline and Website. An extension of the 2002-03 B.E.S.T. Program, toll-free
telephone lines to our Oakland center will be continued, as well as the B.E.S.T. Program website
that serves as the hub of the Proposal Generation Software. These communication links will be
updated to reflect the 2004-05 B.E.S.T. Program.

Presentations at Community Events. Program staff will make presentations at community
events as needed or on request. Likely organizations for presentations include Chambers of
Commerce, trade associations, and other community business associations.
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M ethodology for Determining Costs. Costs for these marketing activities will be determined
from itemized timesheet entries. Staff will enter a notation of the various activities on their
timesheets on a weekly basis. These notations will be the basis for reporting costs.

Figure 2-1
B.E.S.T. Program Flyer

Business Energy Services Team Program
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