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Efficiency is Good Business

Reliability
Economics, notably risk management

Yet efficiency is under attack in some 
places and undeveloped in others.
How to promote efficiency means           
How to value efficiency in markets



Electric Growth is Chaos

What does the electric industry need right 
now? STABILITY
Sales growth leads to controversy, and risk

New power lines, new pipelines, natural gas 
dependence, new coal, new nuclear, new 
market rules, big bet capital needs, wear on 
everything

Risk of stalemate on supply side options 
may compromise reliability



Electric Growth is Chaos -2

Sales growth leads to changes for system 
operators

More congestion, changed ratings on lines
This in a context of increased need to track 
transactions over greater distances, 
involving coordination by more grid 
operators than before

2003 Blackout: Are Grid Operators able to maintain 
reliability standards under these conditions?



Memo from US EIA

Growth rate of electric sales through 2020: 
forecast nearly 2% annually
2020 US Electric Sales will be 42% more
than in 2002

Where will this added energy come from?
What are the implications of producing and 
transmitting that much more energy?







Energy Efficiency:
The Sensible Alternative to

Intrusive/speculative investments in G&T
Complex adjustments to system operations
Accelerated dependence on natural gas price 
volatility
Market power opportunities
Increased dependence on foreign energy sources
Increased climate change mitigation challenge
A stiff grid too dependent on large facilities 
(generation and transmission) which cause big 
problems when not available



Efficiency as Insurance

Carbon reductions mandate
Or other environmental imperative

Natural gas price increases
Slim capacity margins
Fuel Supply shortages
Capital market constraints

Resilience as a design principle means efficiency



Energy Efficiency 
as a Resource

Many states partition EE off to the side, as a 
social program, with a budget, regardless of 
resource value
California is looking at EE more as a 
resource to solve its problems.

Reliably measured, targeted
Important peak demand reducer
Is a lot needed? Or just a little? Adjustable

Portfolio Management



Engage Customers 
and Their Resources

Energy Efficiency and 
Demand Response
Distributed Generation

It is about serving the needs of the service 
territory

Investment in communities
How to avoid conflict with utility fiduciary 
interests?

Distributed Utility Planning



Wholesale Market Recognition 
of Energy Efficiency

Regional System Planning
Efficient Reliability Standard
Energy Efficiency Performance Standard



Regional System Planning

Province of regional transmission 
organizations or regional transmission cos.
Regional State Councils add gov’t role
How are system needs identified?

What is the time horizon?
Are all resources considered for solutions?
Can all resources be funded similarly?



Load Densities - Southern New England

Efficiency Can Get the Red Out



Efficient Reliability 
Standard

Assure that energy efficiency is part of the 
solutions set with no resource bias for or 
against investments in energy efficiency for 
reliability purposes
Where transmission and generation are 
supported by transmission tariff for their 
reliability benefits, efficiency for the same 
purpose should also receive financial support.



 Efficient Reliability
 Decision Rule

Before "socializing" the costs of a 
proposed reliability-enhancing 
investment through uplift or tariff, 
PUCs and FERC should first require a 
showing:  

that the relevant market is fully open to 
demand-side as well as supply resources; 
that the proposed investment is the lowest cost, 
reasonably-available means to correct a 
remaining market failure; and 
that benefits from the investment will be 
widespread, and thus appropriate for 
broad-based funding.



Energy Efficiency 
Performance Standard

Federal requirement in retail energy 
providers to achieve a minimum percentage 
of measured savings from energy efficiency 
programs as compared with annual sales 
and peak demand.



Energy Efficiency

Reliability and Risk 
Management Resource
Measurable
Competitively priced
Able to be targeted, 
managed
Always on



References
New England Demand Response Initiative

http://www.raponline.org/Pubs/General/FinalNEDRIREP
ORTJuly2003.pdf

Efficient Reliability
http://www.raponline.org/Pubs/General/EffReli.pdf

Energy Efficiency for Reliability and Risk 
Management

http://www.raponline.org/Pubs/IssueLtr/EERiskMgmt.pdf
Administration of Energy Efficiency

http://www.raponline.org/Pubs/RatePayerFundedEE/Rate
PayerFundedEEFull.pdf


