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PACIFIC GAS AND ELECTRIC COMPANY 1 

CHAPTER 5 2 

COMPETITIVELY-BID THIRD-PARTY PROGRAMS 3 

In Decision 05-01-055 (the “Decision”), issued January 27, 2005, the California 4 

Public Utilities Commission (CPUC) adopted an administrative structure for energy 5 

efficiency programs that includes competitive solicitations for programs to be 6 

implemented by third-party providers.  In the Decision, the CPUC requires the 7 

Investor Owned Utilities (IOUs) to competitively bid 20% of their energy efficiency 8 

portfolios, and to file the portfolio components that will be put out to bid and their 9 

proposed bid evaluation criteria (Ordering Para. 6.). This section describes the 10 

regulatory framework and requirements for the competitively-bid third-party 11 

solicitations; the proposed area for bidding, including the specific request for 12 

proposals (RFPs) to be issued; proposed bid evaluation criteria, funding and savings 13 

from third-party competitive bids; and elements of the bid process PG&E will adopt 14 

based on input and feedback from its Program Advisory Group (PAG) and the 15 

public. 16 

 17 
A. Regulatory Framework and Requirements. 18 

 19 

The framework and requirements for competitively-bid third-party programs is 20 

set forth in Section 5.2.1. of the Decision.  The Commission determined that 21 

competitive solicitations “can provide an important safeguard against bias”, and 22 

can “help identify innovative approaches or technologies for meeting savings 23 

goals with improved program performance that might not otherwise be identified 24 

during the program planning process.”  (Decision, mimeo, p. 86.)  In assessing 25 

whether an IOU or non-IOU implementer is appropriate for a particular program, 26 

market segment or end use, the Commission determined that “all program 27 

implementers, IOU and non-IOU alike, need to be selected and evaluated based 28 

on their ability to best meet resource procurement goals.”  (Id., mimeo p. 87.)   29 

The Commission requires that a minimum of 20% of the entire portfolio be put out 30 

to competitive bid for third-party programs “for the purpose of soliciting innovative 31 

ideas and proposals for improved portfolio performance.”   Finally, the 32 
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Commission modeled the procedures for developing RFPs, evaluating bidders, 1 

and making final selections on supply-side competitive solicitations.  (Id., mimeo, 2 

p. 90.) 3 

 4 

B. Proposed Areas for Bidding 5 

Consistent with the Commission’s policy direction to foster innovation 6 

and competition through competitive bidding, PG&E proposes competitive 7 

bidding across a broad swath of its energy efficiency portfolio. PG&E’s 8 

proposed areas for bidding include virtually all areas of the portfolio that are 9 

expected to produce measurable energy savings.  The rationale for 10 

allowing competitive bids in areas of the portfolio that produce measurable 11 

savings is that PG&E has extremely aggressive savings targets, and needs 12 

savings from many implementers, IOU and non-IOU alike, to achieve its 13 

aggressive savings targets.  PG&E does not propose bidding areas of its 14 

portfolio that do not count towards savings under the Commission’s current 15 

regulatory and evaluation framework except for the Building Operator 16 

Certification (BOC) program.  Existing programs that do not produce 17 

savings (marketing and outreach, codes and standards, emerging 18 

technology, and education) are considered successful (due to the fact that 19 

they are meeting Commission-adopted non-savings goals).  Thus, PG&E 20 

does not intend to replace the existing non-savings programs with 21 

alternative programs, except for the BOC program.  The IOUs have judged 22 

the BOC program to be successful, but wish to see the BOC program 23 

expand its curriculum.  In addition, PG&E does not intend to fund additional 24 

non-savings programs in the 2006 – 2008 portfolio due to aggressive 25 

energy savings targets that it can only reach through additional programs 26 

that produce measurable savings. 27 

The specific RFPs PG&E intends to issue are described in more detail below: 28 

 29 

1. RFP: Targeted Markets 30 

 The primary objectives of the targeted markets RFP are to: 1. achieve 31 

greater penetration of targeted markets than the IOU programs would 32 

alone, and 2. reduce costs of serving the targeted market.  PG&E plans to 33 
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offer a single RFP for targeted markets where parties would bid three-year 1 

programs targeting one of the identified markets.  The identified markets 2 

are those that PG&E determined to have the greatest energy savings 3 

potential.  They are: agricultural process, schools, retail, stores, 4 

restaurants, food manufacturing and processing, heavy industry, 5 

fabrication industries, medical facilities, office buildings, process 6 

industries, lodging facilities, hi-tech facilities, small commercial, residential, 7 

and mass market (which may include upstream, midstream or 8 

downstream).   9 

a. Proposal Evaluation: PG&E Will Compare Like Against Like 10 

Although PG&E plans to issue one RFP covering all areas listed 11 

above, during the evaluation phase, PG&E will only compare like 12 

against like.  For example, PG&E will only compare a proposal 13 

targeting retail stores against another proposal targeting retail stores.  14 

PG&E will not compare an agricultural process proposal against a 15 

proposal targeting lodging facilities.   16 

  b. Three Bids Required In A Target Market 17 

PG&E’s procurement procedure requires three competitive bids 18 

for each solicitation to be valid and result in an executed contract.  For 19 

the “Targeted Markets” RFP, if PG&E does not receive at least three 20 

bids in a particular market category, PG&E may decide not to award a 21 

contract for the particular category unless PG&E has other evidence 22 

that the proposed price is commercially reasonable. 23 

c. Duty To Coordinate 24 

PG&E-designed and implemented programs will also operate in 25 

the markets listed above.  PG&E believes that the Commission’s 26 

directive to capture all cost-effective savings will generally require both 27 

IOU and non-IOU programs to operate in a particular target market, as 28 

even very successful PG&E programs have only captured a portion of 29 

savings in each market.  However, so that IOU and non-IOU programs 30 

leverage and don’t unproductively cannibalize each other or create 31 

customer confusion, programs operating in the same market will have 32 

a duty to coordinate.   33 
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The nature of the coordination may vary depending on the 1 

program.  In some cases, customers will be given the ability to choose 2 

between more than one program as each program may have 3 

somewhat different services, incentives levels or measures.  In other 4 

cases, the programs targeting the same or similar markets will be 5 

given a “franchise” or exclusive right to target a particular location or 6 

type of customer that the program can most effectively serve.  The 7 

specific actions required to coordinate will be developed during the 8 

contract negotiation stage, and may be revised as the programs start 9 

operating in the field based on actual field experience. 10 

 11 

2. Innovative Savings (Deemed or Calculated) 12 

  PG&E will issue three solicitations seeking innovative one-year 13 

programs to operate in 2006, 2007 and 2008.  The RFPs will seek 14 

innovative programs that may be more expensive in the short term but 15 

are expected to produce long-term, cost-effective energy savings.  The 16 

innovative solicitations will be given the chance to field test their concept 17 

before the program is adopted on a larger scale. 18 

  Given their nature as “innovative” or “new”, innovative programs are 19 

not likely to substantially overlap with existing programs in the energy 20 

efficiency portfolio.  However, if they do overlap, the duty to coordinate 21 

described above will apply. 22 

 23 

 24 

3. Integrated Demand Side Management (DSM) 25 

  The integrated DSM RFP will seek programs that educate customers 26 

about integrated DSM and will target markets that in general can benefit 27 

from more than one DSM option.   PG&E will issue a single solicitation 28 

for “integrated DSM” – programs that offer customers a package of 29 

measures including conservation, energy efficiency, demand response, 30 

self-generation, and “preferred” resources.  The programs will be 31 

expected to assess a customer’s wants and needs, and help the 32 
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customer determine which package of services best meets their wants 1 

and needs. 2 

 3 

4. BOC (Statewide Bid) 4 

  The existing portfolio offers a BOC program that is successful.  5 

However, PG&E would like to expand the BOC program to offer “Tier III” 6 

training, or training on more advanced building operator certification.   7 

 8 

C. Bid Evaluation Criteria 9 

 The evaluation criteria will vary based on the bid, and, furthermore, will be 10 

divided into two categories: threshold and evaluation.  Given that the 11 

Commission’s policy direction is that energy efficiency is a resource, levelized 12 

cost is a heavily-weighted evaluation criteria as it is a metric used by supply-side 13 

planners to appraise supply resources. 14 

1. Threshold Criteria 15 

 Threshold criteria are standards that proposals must meet to be 16 

considered during the evaluation process.  Threshold criteria are used to 17 

identify those proposed programs that could be a viable resource and should 18 

be further considered.  Threshold requirements are: 1. cost-effectiveness 19 

(TRC and PAC tests); 2. bid responsiveness, 3. references, 4. track record, 5. 20 

team with requisite breadth and depth of experience, 5. financial stability 21 

sufficient to achieve proposal objectives, 6. program theory/logic 22 

demonstrating how program design and objectives are consistent with CPUC 23 

and procurement objectives, 7. project feasibility, 8. comprehensive unless 24 

not creating lost opportunities and 9. implementer has necessary licenses and 25 

sufficient insurance to cover the proposal work. 26 

2. Evaluation Criteria 27 

a. Targeted RFP 28 

 The proposed evaluation criteria for the targeted RFP are: 1. levelized 29 

costs (90 points), and 2. Women, Minority, Disabled-Veteren Business 30 

Enterprise (WMDVBE) status (10 points).  The costs of serving some 31 

markets is greater than the costs of serving others.  Thus, proposals will 32 
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only be compared against like proposals – those targeting the same 1 

market.   2 

b. Innovative RFPs 3 

 Innovative proposals are likely to be more expensive for a particular 4 

market than those proposals that are not new or innovative.  However, 5 

PG&E still considers cost to be a relevant evaluation criteria given the 6 

Commission’s directive to achieve “cost-effective” savings.   7 

 PG&E plans to evaluate the innovative proposals using the following 8 

criteria: 1. levelized cost (50 points), 2. WMDVBE status (10 points), 3. 9 

innovation (25 points), and 4. likelihood of producing long-term, cost-10 

effective savings (15 points).  11 

c. Integrated DSM RFP 12 

 The evaluation criteria for the integrated RFP are: 1. levelized costs 13 

(50 points), 2. WMDVBE status (10 points), 3. effectiveness of plan for 14 

educating customers about integrated DSM and effective energy 15 

management (20 points), and 4. likelihood of getting targeted customers to 16 

chose more than one DSM option (20 points).  17 

d. BOC RFP 18 

 The evaluation criteria are: 1. quality of education plan (50 points), and 19 

2. likelihood the plan will lead to sustained savings through BOC training 20 

(50 points). 21 

 22 

D. Funding and Savings 23 

 24 

The competitive third-party solicitations will receive at least 20% of the total 25 

funding for energy efficiency (public goods charge plus procurement) consistent 26 

with the Commission‘s direction.  The third-party solicitations are expected to 27 

yield at least the proportionate share of savings for savings programs relative to 28 

funding allocated for savings programs. 29 

Funds will be allocated across RFPs as follows: 70% targeted RFP, 20% 30 

innovative RFP, 10% integrated DSM RFP (may also receive additional funding 31 

from other demand-side programs) and the same level of funding as exists in the 32 



DRAFT   
 

3-7 

2004 – 2005 portfolio for the BOC Program (not included in the 20% 1 

competitively-bid funds allocation). 2 

Funds will be allocated within the targeted solicitations based on the 3 

levelized costs of the programs received in each category.   PG&E seeks to fund 4 

programs in each category (assuming it receives at least three responsive bids 5 

in a particular category).  However, the level of funding allocated to each 6 

category will be based in part on PG&E being able to meet its savings targets for 7 

competitively-bid third-party programs. 8 

 9 

E. Bid Process  10 

PG&E received extensive feedback on the bid process from its Program 11 

Advisory Group (PAG) and Public Workshops, and has used this feedback to 12 

design a bid process that achieves the following two objectives: 1. gives PG&E 13 

the information it needs to make sound choices, and 2. minimizes the burden on 14 

third-party respondents, as PG&E recognizes that third parties can expend 15 

significant time and resources responding to bids.  PG&E would like to minimize 16 

the burden on third parties to the extent possible consistent with its needs to 17 

make sound program selections. 18 

In designing the bid process, PG&E seeks to implement the following 19 

recommendations below that it received from PAG members and/or a member 20 

of the public: 21 

1. Two Bidding Rounds 22 

 Several PAG members and members of the public commented that 23 

starting the solicitation process after September 1, when the Commission is 24 

likely to approve the June 1 application, disadvantages third parties and will 25 

cause lost opportunities.  Starting solicitations after September 1 will not 26 

produce executed contracts until the end of 2005, even under an extremely 27 

aggressive bidding schedule (16 weeks start to finish), which will not give 28 

parties time to adequately plan their program before it launches.  It will also 29 

create missed opportunities for programs that need to start working with 30 

market actors long before a program launches to be effective. 31 

  In response, PG&E will seek permission to start bidding “uncontested” 32 

areas of the portfolio soon after June 1.  PG&E defines “uncontested” areas 33 
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of the portfolio as those particular areas of the portfolio that at least one-half 1 

of its Peer Review Group supports bidding and approves the proposed bid 2 

evaluation criteria.  PG&E would bid “contested” areas of the portfolio after 3 

the Commission approves the June 1 application. 4 

2. Two Phase Bidding 5 

 Several parties were extremely positive about Southern California 6 

Edison’s two phase “IDEEA” solicitation where parties submit preliminary 7 

information, then only have to submit a full-blown proposal after the 8 

evaluators review the initial submittal and determine that the proposal 9 

makes the first screen.   10 

 PG&E supports a two-phase solicitation proposal to minimize the 11 

burden on respondents. 12 

3. Statewide Bid Package Consistency 13 

 Several parties requested that the solicitation package be similar 14 

across utilities to minimize the time it takes to figure out what information is 15 

needed to respond to a bid. 16 

  PG&E supports having a common statewide RFP template to 17 

minimize the burden on respondents, though depending on the nature of the 18 

solicitation, some tailored, solicitation-specific information might be required. 19 

4. One Month To Respond 20 

 Implementers requested at least one month to respond to solicitations 21 

(both the first and second stages), as a minimum of one month was judged 22 

necessary to develop a clear and sound program design. 23 

 PG&E supports allowing respondents at least one month to respond to 24 

the first stage and one month to respond to the second stage as long as the 25 

Commission approves the June 1 application with enough time to permit 26 

contracts to be executed by the end of the year.  27 

5. RFPs Contain All Information On PG&E’s Experience 28 

With/Knowledge About A Market 29 

 Parties asked that each solicitation contain all information PG&E has 30 

about past IOU or third-party programs and success with a particular market, 31 

best practices, customer information, and other market knowledge PG&E 32 

has about a market. 33 
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 PG&E supports including knowledge about a market, past program 1 

information, customer information (as long as information is in aggregate 2 

form to avoid breaching customer confidentiality) in RFPs to avoid having 3 

potential proposers duplicate effort or knowledge that PG&E already has, 4 

and to minimize burdens on proposers.  In addition, PG&E believes including 5 

the information it has about a particular market, customer group or measures 6 

is consistent with the Commission’s directive to the IOU administrators to 7 

conduct and “open and transparent” planning process. 8 

6. Establish/Track/Report Metrics for the RFP Process and Contract 9 

Negotiation/Execution 10 

 Several parties, particularly those representing local governments, 11 

commented that some PG&E contracts take too long to negotiate and 12 

execute.  They recommend that PG&E be held accountable for quickly and 13 

efficiently negotiating and executing contracts. 14 

 PG&E supports speedy, efficient contracting and is willing to establish, 15 

track and report on contract solicitation and execution metrics for its 16 

competitively-bid third-party contracts.  PG&E will establish specific metrics 17 

once it learns from the Commission when it can start the bidding process.  18 

PG&E seeks to start the bidding process as soon after June 1 as possible. 19 

7. Pricing Information Requested in RFP 20 

 Several parties have commented that they would like to return to the 21 

commercially standard and reasonable practice of bidding energy efficiency 22 

contracts using time-and-materials or fixed-unit pricing.  The Commission 23 

departed from using standard time-and-materials and fixed-unit price 24 

contracting during its 2002 – 2003, and 2004 – 2005 energy efficiency 25 

solicitations. 26 

 PG&E supports seeking time-and-materials or fixed-unit price 27 

solicitations, and not requiring the Commission “workbook” during the bid 28 

evaluation process.  PG&E does not find the format of the workbook to be 29 

helpful in evaluating the bids. Completing the workbook requires extensive 30 

effort on the part of bidders, as well as bidder judgment calls that lead to 31 

inconsistent information across programs as many of the detailed budget 32 

categories are not clearly defined. 33 
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8. Commission-Workbooks 1 

 Parties and the public who participated in the PAG focusing on third-2 

party program wants and needs universally sought to simplify and streamline 3 

the workbook. 4 

 PG&E supports streamlining the Commission workbook to ease the 5 

regulatory reporting burden and costs on all parties, IOU and non-IOU alike.  6 

PG&E suggests that the Commission identify what information it will use to 7 

regulatory monitor the progress of programs, then seek additional 8 

information on a case-by-case basis if a particular program needs further 9 

scrutiny for whatever reason.  PG&E also recommends that the Commission 10 

staff review and compare regulatory reporting requirements in other 11 

jurisdictions, such as Vermont. 12 

9. Contract Structure 13 

 The IOUs plan to use their individual IOU contract general conditions 14 

rather than a master contract template.  Utility-specific general conditions 15 

reflect utility-specific contract processing functions that are hard to 16 

standardize across utilities given existing procurement practices, such as 17 

invoice processing.  In addition, PG&E plans to negotiate contract specific 18 

conditions with each successful bidder describing in detail the proposed 19 

scope of work and deliverables and/or results expected. 20 

10.   Customer Contracts 21 

 Parties commented that they would like to standardize and simplify 22 

customer contracts (contracts between the implementer and customer) so 23 

that implementers don’t spend hours negotiating customer contracts with the 24 

utility administrator or customers themselves. 25 

 PG&E supports developing “form” customer contracts that all 26 

implementers can use, including applications, site access agreements, and 27 

simple material licenses.  This will ease the burden on implementers and 28 

standardize and reduce confusion for customers. 29 

 30 

F. Conclusion 31 

 PG&E supports the Commission’s directive to competitively bid third-party 32 

programs to seek competition and innovation.  PG&E looks forward to working 33 
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collaboratively and cooperatively with the many talented, experience third-parties 1 

in California to help them implement successful programs that capture cost-2 

effective savings to help meet PG&E’s aggressive energy efficiency targets. 3 

 4 
 5 

 6 

 7 

 8 

 9 


