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The Regulatory Assistance Project (RAP) 

We are a global, non-profit team of experts 
focused on the long-term economic and 
environmental sustainability of the power and 
natural gas sectors, providing assistance to 
government officials on a broad range of energy 
and environmental issues. 
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About RAP – US  

RAP provides technical and policy support at the federal, state 
and regional levels, advising utility and air regulators and their 
staffs, legislators, governors, other officials and national 
organizations. 
 

We help states achieve ambitious energy efficiency and 
renewable energy targets and we provide tailored analysis and 
recommendations on topics such as ratemaking, smart grid, 
decoupling and clean energy resources. RAP publishes papers on 
emerging regulatory issues and we conduct state-by-state 
research that tracks policy implementation. 
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About RAP – China 
RAP assists China’s decision-makers in developing and implementing 
policies that promote economic development, reliability, improved air 
quality and public health, which in turn produce substantial and 
permanent reductions in the country’s greenhouse gas emissions.   

Working with the Energy Foundation’s China Sustainability Energy 
Program (CSEP), we provide technical and international expertise on 
energy efficiency, market and regulatory reform, renewable resources 
and environmental policy.  Our network of international experts 
includes Lawrence Berkeley National Laboratory’s China Energy Group, 
the Center for Resource Solutions and the Natural Resources Defense 
Council. 
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About RAP – European Union 

RAP works directly with European institutions and 
Member States to advance energy efficiency, 
renewable power and other low-carbon resources 
while assuring economic competitiveness and robust 
regional energy security. 

RAP provides ongoing support to energy regulators and 
government agencies in their efforts to de-carbonise 
the European power grid and meet the EU’s ambitious 
goals for greenhouse gas reduction. 
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About RAP – Other Regions 

Our work in Chile, Dubai, Samoa, the Philippines, Brazil, 
Egypt, Kyrgyzstan, Mauritius, Ghana and other countries 
has helped to develop national energy guidelines and 
regulatory reforms, extend electric service to rural areas 
and provide low-income energy assistance.  As a consultant 
to the Asian Development Bank, RAP has worked to 
strengthen the regulatory frameworks to help countries in 
the Asia-Pacific region boost energy efficiency and develop 
renewable energy resources. 
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The Clean Energy Ministerial’s  
U.S. Strategic Engagement on Energy 

Efficiency in Arkansas 

 

The task of the Regulatory Assistance 
Project (RAP) was to select one state to 
assist in developing its energy efficiency 
policies and programs. RAP chose Arkansas 
after evaluating numerous criteria for 
determining the best venue.  



THE SELECTION CRITERIA 

 Level of Energy Efficiency 

 Regulatory Climate 

 Commitment 

 Population and Geography 

 Average Electric Rates 

 Clean Air/Fossil Fuel RelianceTiming 

 Legal Authority  

 RAP Review 



THE PROCESS 

Once Arkansas was selected, RAP met with 
the Arkansas Commissioners and their Staff 
to outline a Work Plan with rough timelines. 
Led by Chairman Honorable, the group met 
over the course of a day and developed an 
ambitious consensus outline of areas the 
Commission wanted to address.  



ISSUES TO BE ADDRESSED 

• Doubling of electric energy efficiency targets and 
more than doubling gas energy efficiency targets; 

• A new incentive structure for electric and gas 
utilities designed to promote longer-term 
achievement and more in-depth energy efficiency 
projects, particularly at industrial sites; 

• More robust utility avoided cost analysis; 

• Proposed inclusion of customer non-energy 
benefits and societal benefits in energy efficiency 
screening; 



ISSUES TO BE ADDRESSED 

• Proposed continuous program improvements 
through creation of a statewide collaborative for 
electric and gas utilities; 

• Creation of dual-fuel programs, including 
leveraging utility dollars with weatherization 
programs; 

• Statewide data reporting protocol; 
• Consideration of decoupling sales from revenues; 

and 
• Moving the Integrated Resource Plan (IRP) process 

from guidelines to comprehensive rules. 



PHASE ONE – THE FIRST SIX 
MONTHS 

• Expert review and commentary on the first-ever 
utility LCFC and Incentive tariff filings 

• Expert analysis and on-the-ground assistance to 
optimize and coordinate Arkansas weatherization 
programs 

• Initiating CHP analysis in Arkansas 

• Laying the groundwork for the next three years.  
o Next three-year EE cycle 

o IRP Rules 

o Decoupling 

• Arkansas Energy Plan 

• Coordination of utility and environmental planning. 

 



PHASE ONE – THE SECOND SIX 
MONTHS 

•  Energy Efficiency Roadmap 2 – a 
comprehensive proposal was issued by 
the Commission for comment 

• Comments from stakeholders are being 
evaluated 

• Order expected out in the near future 

 



PHASE TWO – THE ENERGY 
EFFICIENCY GOALS 

 

 

 

o Energy Efficiency Goals: In the Quick Start program that covered the first three-year 

phase on EE in Arkansas, the EE benchmarks were set as follows: 

 

Annual Energy Savings as a Percentage of 2010 Retail Sales 

 2011 2012 2013 

Electric 0.25 0.50 0.75 

Gas 0.20 0.30 0.40 

 
Under the Commission’s proposed order, the EE targets for the next three-year cycle 
were established as follows: 
 
 

Annual Energy Savings as a Percentage of 2012 Retail Sales 
 

 2014 2015 2016 2014-2016 
Cumulative 

Electric 1.00 1.25 1.50 3.75 

Gas 0.60 0.80 1.00 2.40 

 



INCENTIVE MECHANISMS 

 

 

Sample Calculations of the Three-Year Shareholder Incentive Mechanism 

Three-Year Budget ($mil) $120 

Three-Year Net Benefit Goal ($mil) $100 

Percent of Budget for Target Incentive 6% 

Available Incentive at 100% of Goal ($mil) 7.2 

 



INCENTIVE MECHANISMS 

 

 

 

Performance Level % of Net Benefits 
Achieved 

% of Budget Available 3-Yr Available 
Incentive 

Threshold 80% 4% $4.8 million 

Target 100% 6% $7.2 million 

Exemplary Cap 120% 8% $9.6 million 

 



AVOIDED COSTS 

• Avoided Energy Costs 

• Avoided Capacity Costs 

• Avoided Transmission and Distribution  

• Line losses 

• Non-Energy Benefits (NEBs) and EE 
Program Cost-Benefit Analysis 



Advancing Energy Efficiency Program 
Comprehensiveness and Continuous 

Program Improvement 
• Standardizing and achieving efficiencies in the 

delivery of whole house weatherization services 
for residential and small commercial customers; 

• Developing joint-utility EE service offerings to 
national accounts customers;  

• Exploring an expanded role in EE planning and 
implementation for Arkansas Manufacturing 
Solutions and the Arkansas Industrial Energy 
Clearinghouse, which is currently administered 
by the Arkansas Energy Office, and inviting these 
organizations’ participation in the collaborative; 

 
 
 



Advancing Energy Efficiency Program 
Comprehensiveness and Continuous 

Program Improvement 
• Pursuing opportunities to greatly increase 

participation levels among and achieve deeper energy 
and demand savings in the industrial sector and 
retain potential self-direct (SD) customers in the 
utilities' programs or attract SD customers to return 
to participation in the Utilities' programs at the end of 
the current three-year cycle; 

• Developing cost-effective commercial programs; 
• Making utility EE programs more consistent across 

the state; 
• Separating utility programs for new construction 

activities from retrofit programs; 



Advancing Energy Efficiency Program 
Comprehensiveness and Continuous 

Program Improvement 
• Strengthening utility EE programs with various 

delivery options to capture the greatest number of 
participants;  

• Evaluating and improving utility planning 
assumptions, so that the EE plans provide a better 
reflection of the likely energy savings per participant, 
the cost per participant, and the number of 
participants; and 

• Exploring the benefits and challenges involved in 
establishing and maintaining a statewide data base 
containing information regarding the EE activities of 
all the utilities. 



DECOUPLING 

January 2, 2013 invites utilities to file decoupling proposals 
with rate cases along the following parameters: 
• Customer charges must be set at a level low enough to 

encourage conservation; 
• Establishment of separate revenue-per-customer amounts 

for, at a minimum, residential, small commercial, and 
demand-metered commercial customers; and 

• Establishment of a true-up mechanism that credits or collects 
from customers any over- or under-recovery of revenue, 
respectively 

On March 1, 2013, Entergy filed a rate case and included a 
placeholder for decoupling as part of their filing.  



DECOUPLING 

Other issues that the utility was required to address as part 
of a decoupling request in a rate case included the 
following: 
  
• How frequently should revenues be reviewed and adjusted (for 

example, monthly, quarterly, semi-annually, or annually)? 
• Should the rate impact of annual adjustments be capped, and if so 

what should be the treatment of any unrecovered or undistributed 
balances? 

• Should existing tariff riders be consolidated into a new revenue 
reconciliation rider under decoupling? If not, should rider costs be 
coordinated with revenue adjustment?  

• Should decoupling apply only to distribution costs or should it also 
include generation costs? 



DECOUPLING 

Other issues that the utility was required to address as part of a 
decoupling request in a rate case included the following: 
• Should all elements of power supply, including investment-related 

costs and variable operating costs be converted into a 
comprehensive power supply cost recovery mechanism? Should 
revenue-per-customer amounts for each decoupled customer class 
be adjusted based on historical trends in use, trends in cost of 
service for the customer class (sometimes called a “k factor”), or for 
other purposes? 

• What tariff classes, if any, should be excluded from the mechanism 
(such as tariff classes with less than ten customers, customers with 
fixed contract demands, and special contracts customers)? 

• Should large industrial customers be excluded from the decoupling 
mechanism? 

• Any other significant features of the decoupling proposal that are 
not specified above. 

  
 
 



DECOUPLING STRAW PROPOSAL 

RAP has prepared for the Commission’s 
consideration a straw proposal on 
decoupling that addresses the requirements 
and issues outlined above. Because this is 
under review and an order has not been 
issued, no further discussion would be 
appropriate at this time.  



INTEGRATED RESOURCE PLANNING 

• The Arkansas Public Service Commission currently has 
Guidelines in place for IRP. That call for the utilities to 
file IRPs for informational purposes. The plans set forth 
in the IRP are not approved. 

• A robust IRP will provide the Commission with better 
tools to evaluate all the alternatives for cost 
effectiveness. 

•  As of the date of this report, the RAP team has been 
working with the Commission on several drafts of the 
IRP rules that will provide both more information to the 
Commission and will create a decision-making process. 
An Order with the draft rule for comment is expected to 
be ready soon.  



LESSONS LEARNED 

• The project should set forth the mission, 
but leave room for those implementing the 
mission to determine the best strategies 
for doing so.  

• Provide assistance in regions where the 
assistance is truly well received and 
desired.  

• Meet early with the regulators to outline 
their needs and objectives. 

• Stay in frequent contact with the Staff. 

 



LESSONS LEARNED 

• Carefully select a team with the right expertise 
that can work well with the regulators. 

• Be realistic about what can be accomplished in 
the afforded timeframe, giving consideration 
not only to the competing demands on the 
regulators, but also the impact on participating 
stakeholders.  

• Be flexible and willing to adjust work plans and 
schedules as needed to achieve the project 
goals.  

• Remember ultimately that the role is one of 
advisor and that the decisions belong with the 
Commission.  
 
 
 
 



MEASURES OF SUCCESS TO DATE 

 Full review of the EE compliance filings of all the gas and 
electric utilities as a foundation to build and move forward 
on. 

 Technical assistance and education on new issues in 
Arkansas, such as: 
   Avoided cost and NEBs; 
 Presentation of memorandum on new ideas for delivering 

weatherization more cost-effectively; 
 How to design cost caps for a Renewable Portfolio Standard; 
 Issues related to CHP; 
 Issues related to clean air compliance; 
 Issues related to net-metering; and 
 Other issues as they arose. 



MEASURES OF SUCCESS TO DATE 

 Development and Issuance of Comprehensive Energy 
Roadmap Order that addressed the following: 
 Significantly increasing the EE portfolio standard; 
 Explicitly allows for NEBs to be accounted for in cost-

effectiveness program screening; 
 Creation of novel three-year incentive mechanism 

providing utilities with a greater opportunity to comply 
and achieve an incentive payment; 

 Development of a statewide collaborative for both gas 
and electric utilities and their stakeholders, with a 
professional expert facilitator and an independent 
consultant to provide information and analysis to the 
stakeholders; 



MEASURES OF SUCCESS TO DATE 

 Development and Issuance of Comprehensive 
Energy Roadmap Order that addressed the 
following: 
 Explicit requirements for the development of 

programs that will specifically benefit each customer 
class; and 

 Requirement to develop dual-fuel home 
performance programs for residential customers, 
thereby increasing the opportunities for more 
efficiency in the homes, while sharing costs that are 
reduced through the elimination of redundancies. 

 



MEASURES OF SUCCESS TO DATE 

 Ongoing work and meetings with the Arkansas Energy Office 
to develop a means to integrate federal Home Energy 
Assistance Program dollars with utility home performance 
dollars to maximize cost-effectiveness. 

 Meetings with the Department of Environmental Quality to 
discuss the role of EE in State Implementation Plans and 
how that can help. 

 Issuance of Order inviting utilities to file decoupling 
proposals with their rate case filings, signaling an interest on 
the part of the Commission to consider and approve 
reasonable decoupling proposals. 

 Preparation of straw proposal on decoupling. 
 Preparation of draft rules on IRP. 



SUCCESSES ANTICIPATED IN THE 
NEAR FUTURE 

• Order approving a Comprehensive Energy 
Efficiency Roadmap, kicking off 
implementation activities including 
statewide collaborative; 

• Issuance of an Order on decoupling straw 
proposal; and, 

• Issuance of an Order on IRP. 



PORTABILITY OF THE DEEP DIVE 
EXPERIENCE 

• Duplicating this project in other 
states 

• Duplication in other regions of the 
world 

• Expanding the Arkansas deep dive 
and taking it to the next level 

 



About RAP 

 The Regulatory Assistance Project (RAP) is a global, non-profit team of experts 
that  focuses on the long-term economic and environmental sustainability of the 
power  and natural gas sectors. RAP has deep expertise in regulatory and market 
policies  that: 

 Promote economic efficiency 
 Protect the environment 
 Ensure system reliability 
 Allocate system benefits fairly among all consumers 

 
 Learn more about RAP at www.raponline.org 


