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The Regulatory
Assistance Project (RAP)

RAP is a non-profit NGO providing technical and policy assistance to
government officials on energy and environmental issues. RAP is funded
by several foundations, US DOE & EPA and international agencies. We
have worked in over 18 nations and 50 states and provinces, and now
work closely with the European Climate Foundation in Brussels.

Richard Cowart is the Director of European Programs for RAP.

He was Chair of the Vermont PSB, Chair of the NARUC Energy &
Environment Committee, and of the US National Council on
Competition and the Electric Industry.

Recent assignments include work with the UK Department of Energy
and Climate Change, the US Congress, the Regional Greenhouse Gas
Initiative (RGGI), the California PUC, China’s national energy and
environmental agencies and the Bucharest Forum.



Overview

»rEf ficiency 1I's the *“f

» Efficiency Obligations in the US -- 19 US states
have Efficiency Obligations (EERS) in place
— Avariety of approaches being used

— Most focus on distribution utilities and do not involve
trading white tags

» US Congress considering national EERS
» Lessons learned from leading programs
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Power

mar ket

deliver efficiency

Lack of information
Upfront costs

Payback periods - high implicit
discount rate

Consumer inertia: Hassle factor,
timing mismatches

Split incentives — eg,
Builder/buyer
Tenant/landlord

Unpriced external costs

Uncompensated benefits —eg, system
reliability

L essons:

» The barriers are the same in both
traditional utility systems and in
restructured, liberalized markets
(US has both)

» Single-barrier attempts don’t
work (audits alone, financing
alone, etc.)

» Cheap measures now, more later
creates lost opportunities

» Utility-system charges, not taxes
can leverage private capital ,



19 States with Energy Efficiency Resource Standards

E States with EERS HI '

States with pending EERS

Source: ACEEE, March 2009

These states plus other utility EE will save ~6% of total US power by 2020



Coal provides most power in the US
Primary Fuel for Electricity in US States

i Legend: Coal, Gas, , Petroleum,
Hydroelectric

Source: Energy Information Administration, Selected Electric Industry Summary Statistics by State, 2006
www.eia.doe.gov
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Delivery Mechanisms Vary —

at least 5 options now used

Obligation on distribution utility

Most states, including CA

Obligation borne by a state agency

E.g., New York, Oregon

Energy Efficiency Utility

Efficiency Vermori$ the leading case

Performance contracts with 3'9 parties

Texas

Bidding into regional capacity market

New England ISO Forward Capacity Market



Savings Obligation on
Distribution Utilities -- CA

» Policy driven by the CA “loading order”:
in all utility policy choices, EE comes first, then renewables, then fossil

» Major investor-owned utilities must develop EE
plans with targets, subject to regulatory review

» Regulators also adopted “decoupling” and
performance incentives for EE success

» SCE spending >5400 million/year
» Cumulative savings: 22% to 25% of load



Kiwh

California Per Capita Electric Use
Compared to the US Average

Total Electricity Use, per capita, 1960 - 2001
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compared to an average of 2.5% for the other 49 states combined

»The average Californian residential bill is 15% lower than the average bill for

the rest of the United States
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The Efficiency Utility —
“Efficiency Vermont”

» A unique franchise — comprehensive EE services only --

awarded through a public tender and competitive bidding
» Fundedbyauni f or m “ wonrlecBicitycsdlea r g e ”
» Supervised by the energy regulator
» Based on a performance contract
» Single brand builds awareness, trust

» Efficiency Vermont is now meeting 7% of Vermont’s energy
requirements and is on path to meet well over 12% by 2012

» “Low-hanging fruit” is reappearing — costs per MWH actually
declining & now meeting >100% of load growth



Efficiency can meet >100% of load growth 1

Efficiency Vermont performance
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What ' s Needed f or a Str

-- Six Lessons from North America

» High level, enduring policy commitment

»>“ Whol e bapprdadhi ngs'’

» Customer focus (single brand avoids confusion)
» Sufficient & stable funding

» Motivated and capable® Ef f 1 cl ency
Ma n a gwithra’performance obligation

» Tap and expand competitive markets for product
and service delivery
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Motivated
& Capable:
Aligned
Incentives

THE BIG PICTURE

Policy Oversight

(Government)

Efficiency Portfolio
Manager (s)

Competitive, Private

Sector Product and
Service Providers

Establishes Goals,
Budgets and Policy
Guidance (incl. whole-
house criteria)

Independent Verification
of Energy Savings

Develops and Manages
Strategies to Achieve
Goals

Accountable for Results

Provides and Installs
Efficiency Measures




Who Should be the Portfolio Manager(s)?
Answer Depends on Specific Circumstances

State

Efficiency Portfolio Manager
Structure of Top 10 (ACEEE)

California

Regulated Utility (DNO with supply function)

Massachusetts

Regulated Utility (DNO with supply function)

Connecticut

Regulated Utility (pNoO with supply function)

Vermont Contracted Private Entity (nonprofit)
Wisconsin Contracted Private Entity (nonprofit)
New York Government Agency

Oregon New, Sole-Purpose Public Corporation
Minnesota Regulated Utility (DNO with supply function)

New Jersey

Washington

Contracted Private Entity (for profit)

Regulated Utility (DNO with supply function)

In All Cases: Alignment of Incentives Was Key!



Main Lesson: Focus on What
CUSTOMERS need !

Efficiency
Portfolio
Manager

(a single point
of contact for
efficiency help)

Competitive,
Private - Sector

Audit, Product
and Service
Providers

Program Design

Customer Marketing &
Recruitment

Qualification and
Intake

Provision of General
Efficiency Information

Technical Assistance

Financial Incentives
(Rebates)

Arranging Audits and
Financing

Quality Assurance

Contractor Training
and Certificatinon

| Data Tracking |




prm—
- Flex your .
Efficiency Vermont : ’7 POWER ..

ENERGY STAR

Trusted brands limit customer confusion

® Build sustained, powerful brands to build
consumer recognition and trust

® Positioning as a trusted, independent, expert
advisor

®The fewer brands the better (owned by State)

®\/ermont: just “Efficiency Vermont” and “ENERGY STAR”
® California: just “Flex your Power” and “ENERGY STAR”



Local Authority/Community
Partnerships Can Be Powerful

Who Brings What?

» Efficiency manager brings technical and management expertise
» Local Authority/Community brings trust, contact, community-based

motivation

Examples:
» Property Assessed Clean Energy (PACE)

® 20 communities with Southern Cal. Edison (the regional EPM)
» Community Heat and Power

® Group net metering (VT, CA, ME, MA)
= District heat planning (VT)

» Community & Social Marketing (“Neighborhood” Approach)

= Low Income Door-to-Door (California, Connecticut)



Stable & Adequate Funding
is Essential

» Challenge: how to finance EE programs that are now much
larger and across fuel types?

» NEEDED : At least 3% to 5% of annual system revenues
» Adequate and stable — not annual appropriations

» Revenue collectioand program administratiorcan be
different.

» Can fund via market costs (provider obligation), “wires and
pipes” charge, tax revenues, or carbon charges.

» Funding through “wires and pipes” charges in North
America is considered part of providing safe and reliable
energy services

— Regulator authorizes collections for service -- not public Treasury
receipts.
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Can We Use Carbon Markets
to Finance Energy Efficiency?

» “Cap and Invest” now the leading allocation
idea for the US power and gas sectors

» Key idea: Sell allowances, invest carbon
revenue in low-cost carbon reduction (esp EE)

» 10 RGGI states now dedicate >80% of
allowance value to clean energy (~65% to EE)

» Congress (both leading bills): direct allocation
to DNOs provides consumer benefits, avoids

Treasury receipt of sales revenues
19



Conclusion

>nlf | were emperor of
the pedal to the floor on energy efficiency and
conservation for the

— Dr. Stephen Chu, United States Secretary of Energy

>riDevel op Efficiency F

Devel opment o
— Professor Krzysztof Zmijewski, October 2009
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For more information...

KCarbon Caps and Efficienc
Legislation Can Mobilize Efficiency and Lower the Cost
of Greenhouse Gas Hvamostbav O n

' Review 2008)
‘fnEnergy Eff i ci gaHarygtorRt@l/RAPC Y
. August 2006)
(ﬁ'ﬁEfficient Rel i abil i tSide t h
Resources I n Power (R&wyas fortems

National Association of Regulatory Utility Commissioners, June2001)
KWhy Car bon Al Iidssuastfdr BnergyMat t e r
Re g ul a(RGGIn&emo March 2005)

Richard Cowart, Regulatory Assistance Project
Posted at www.raponline.org
Email questions to rcowart@raponline.org



