ATTACHVENT 2

GOVERNANCE PROCESS AND PROGRAM ADM NI STRATI ON FRAMEWORK
END- STATE VI SI ON

Staff believes that the end state described in the
“Consensus Proposal” does not provide a workable long term
framework for energy efficiency program adm nistration. A
nore desirable end-state would allow for the presence of a
conpetitive dynamc in the future adm nistration of
efficiency progranms to ensure both a high quality and
tinmely outcone in ternms of energy efficiency market
penetration and the overall cost effectiveness of the
entire portfolio. Such an end-state would cultivate the
program adm ni stration capabilities of third party

adm nistrators as well the utilities, and NYSERDA whil e
provi ding the Conm ssion future options in allocating and
directing resources to achieve state-wi de policy objectives
for energy efficiency.

To achieve a nore robust future end-state with regard to
the overall adm nistration of initiatives authorized to
achi eve state-wi de policy goals for energy efficiency,

Staff recommends that the Conmm ssion proceed as foll ows:

Approve qui ckly the Fast Track program proposal s
contained in Staff’s Decenber 3, 2007 filing in this
proceedi ng. Doing so would provide the foll ow ng
benefits:

1.1t will quickly ranp up energy savings in 2008
and 2009 by enhancing sonme currently under funded
initiatives to inprove their market penetration.
This wll allow progress to be nmade toward
attai nment of the 15 by 15 goal for electricity
usage reduction beginning in 2008 and help build
expertise and infrastructure for |ater
undert aki ngs.

2. Provide the utilities with an opportunity to
adm ni ster new progranms in currently under-served
mar kets for small business custoners and
residential HVAC equi pnent replacenent. This
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will provide a stepping stone in the utilities’
devel opnent of technical capabilities and ability
to deliver energy efficiency prograns.

3. Al l ow NYSERDA and the utilities the opportunity
to submit a joint plan which would transition the
program adm ni stration responsibilities beginning
in 2010 as foll ows:

a. NYSERDA woul d have the primary
adm ni stration responsibility
for New and Retrofit
Construction Prograns, Market
Transformati on Prograns, the
EnPower NY Program statew de
marketing initiatives, and
Research & Devel opnent
initiatives. (DHCR would have
adm ni stration responsibility
for WAP.)

b. Utilities would have the
primary adm nistration
responsibility for a Smal
Custoner Direct Install program
and rebate prograns for HVAC
equi pnment repl acenent.

c. Program adm ni stration rol es
for | arge custoner prograns
woul d require that NYSERDA
woul d retain the responsibility
for statew de program design,
the hiring of service delivery
or services fulfill ment
contractors and providing
program qual ity assurance
noni t ori ng.

d. The utilities would provide
i ntake and referral functions
and oversee the tinely
conpl eti on of individua
efficiency projects for al
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statew de efficiency prograns
available in their service
territories.

e. The utilities would be all owed
to recover direct costs for
their marketing and recruitnment
activities consistent within
Comm ssi on- approved program
budgets and woul d be eligible
to collect incentives paynents
based on neasurabl e program
enrol | ment and rel ated energy
savi ngs perfornmance.

4. Establish a conpetitive solicitation framework,
adm ni stered by NYSERDA, for obtaining energy
efficiency resources that would allow utilities,
utility subsidiaries or other qualified third
parties to participate. Staff recommends that
the initial solicitation take place in 2010 for a
portion of the 15 by 15 goal. Depending on the
results of initial solicitation in ternms of cost
and delivery performance subsequent solicitations
could be made in 2011 and 2012. The resources
acqui red through the conpetitive solicitation
process could be allocated to specific NYI SO
reliability zones as reliability needs dictate.

| rpl enment the governance proposal nmade by Staff in

Wor ki ng G oup #1, that would enploy a single statew de
col | aborative process nodel facilitated by Staff to
review and recommend to the Conm ssion EPS prograns,
and that would provide for regional differentiation
where nmarket circunmstances warrant. The goal would be
to a devel op consensus on a statew de integrated
portfolio of energy efficiency prograns and the rel ated
pl ans and budgets for Conm ssion review. Parties
coul d, however, advocate in an evidentiary proceedi ng
for another outcone they believe to be better than the
consensus proposal .
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The col | aborative process woul d i ncl ude:

1

NYSERDA, the utilities, other state agencies and
aut horities, or third party admnistrators to
submt proposed program plans to the

col | aborative process for review and coment.

. EPS Program Pl an, devel oped col |l aboratively,

woul d be sent to the Comm ssion for approval.

. The Conm ssion would approve, reject or nodify

the Plan as appropriate and i ssue an Order

aut horing the designated program adni ni strators
to develop and file detailed inplenentation

pl ans as a prerequisite to granting funding

al | ocati ons.

. The Conmm ssi on woul d aut hori ze t he

I npl ementation plans and any required tariffs.

. The overall programwould be revi ewed

periodically and updated reconmendati ons sent to
t he Comm ssi on

. A formal progress reporting framework woul d be

established by Staff to keep the Conm ssion and
al | stakehol ders informed on the inplenmentation
of the program

Program Eval uation for non-SBC prograns woul d be
managed by Departnent Staff with input froma statew de
Eval uati on Task Force

The approach outlined above provides an opportunity in a

pl anned manner to devel op and enhance the rol es and
capabilities of nultiple entities in the delivery of energy
efficiency prograns within the state and for those entities
to denonstrate their effectiveness. It also gives the

Comm ssion the flexibility to adjust the allocation of
resources for the admnistration of the energy efficiency
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resources as circunstances and the performance of the
various adm nistration entities may require.



