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Introduction

Regulatory Assistance Project
RAP is a non-profit organization, formed in 1992, that 

provides workshops and education assistance to state 
government officials on electric utility regulation. RAP 
is funded by the Energy Foundation and the US DOE.

Richard Sedano was Commissioner of the Vermont 
Department of Public Service, 1991-2001, and 
presently serves on the Montpelier Planning 
Commission



The Why and How 
of Energy Efficiency

Challenges and Risks of Growth
Getting Incentives Right

This afternoon’s excellent panel
Executing Cost-Effective Programs Well

This morning’s excellent panel



Growth?
Balance extracted natural resources with 
customer resources with environmental 
considerations and new methods
Long term outlook
Effects of MARKETREGULATION
Economic Growth ≠ Energy Use Growth
What do customers want?



How will we meet 
environmental goals?

“My work with the (National) Commission 
(on Electric Policy) has reaffirmed my long-
held view that energy and environment 
policy are inextricably linked…. 
I believe that the science supporting global 
climate change is overwhelming.” --- John 
Rowe, CEO, Exelon 2004



Analysis Turns 
Environmental Goals into Strategy

NYSERDA
A potential analysis for Energy Efficiency and 
Renewable Energy for New York
http://www.nyserda.org/sep/EE&ERpotentialVolume1.pdf

Meeting Climate Change Goals with clean 
resources: a supply curve 





Levelized Cost for 2012 
Achievable Potential
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Levelized energy avoided cost, 
$0.027/kWh

2012 Greenhouse Gas Target, 
19,939 GWh

Low avoided cost case



Mix of Least Cost Resources for 2012 
GHG Reduction Target





Long run experience: Northwest 
Power and Conservation Council

Used to be Northwest Power Planning Council
Covers Oregon, Wash., Idaho, W. Montana

Experience from 1978 – 2004 (see Fifth Plan): 
40% of electric needs met by energy efficiency at 2.4 
¢/kWh
Deferred T&D saves consumers $1.25 billion each year
Lowered electric market clearing price
Dampened volatility
Reduces risks associated with environmental regulation



Energy efficiency in the Northwest is “big 
enough to interfere with bad decisions.”

--- Tom Eckman, Northwest Power and 
Conservation Council, February 16, 2006
http://www.nwcouncil.org/energy/powerplan/plan/Default.htm



Risks
Cost

Fossil fuel price level 
and volatility
Construction cost of 
generation (if rate base) 
and T&D wires
Capital financing
Environment and 
Health compliance
Is efficiency a           
“no regrets” strategy?

Decision-making
Markets

Regional, national, 
global venues
Local, Public policy can 
be overlooked unless 
explicitly addressed 
(1977 Act)

How does a state 
protect itself and 
maintain public 
confidence?



Wisdom from The Fed
“We are operating close to the margins of 
available global supply of oil and natural 
gas. And as a result, prices are likely to stay 
high. And the risk exists if there are 
significant disruptions of supply that we’ll 
get additional spikes or movements in 
energy prices.”

--- Ben Bernanke, February 15, 2006





Managing Expectations

Texas urged to press for more power 
plants
Capacity expected to start getting tight by 2009

Friday, February 10, 2006



HOUSTON – It's time to plan new power plants in the U.S., and in Texas, speed is more critical than in 
some other areas of the country.
The number of new power plants planned for the U.S. in the next 10 years won't increase capacity 
enough to meet demand, experts at a Cambridge Energy Research Associates conference said 
Thursday. And in Texas, capacity will become uncomfortably tight by 2009, some experts predicted.
"If that's when we start building coal and nuclear, we will be in a world of hurt," said CERA power 
expert Daniel Mahoney.
In order to meet electricity demand with cheaper fuel sources, such as coal and nuclear energy, Texas 
and other states must begin planning the plants now, Mr. Mahoney said, because building such 
generators takes many years. Otherwise, power generation companies will be left with only one quick-
to-build option: natural gas, with its high and volatile price.
Trouble is, planning new power plants is difficult these days because it's unclear whether natural 
gas prices will drop. Further, talk among some lawmakers of new environmental rules could put coal 
plant investments at risk, and even though public perception of nuclear power seems to have improved, 
no one's tested that popularity by breaking ground on a new facility. 
This adds up to caution among power plant investors at the very time the country needs them.
"I think people are going to keep that capital powder dry," said Bruce Williamson, chief executive 
of Dynegy Inc., which owns power generators across the country, including one in Texas.
Even when electricity markets are stable, power plant investment is a risky business that depends on 
fuel price projections and the amount of time before there's a return on investment.
"The key drivers as we invest in these markets are fuel prices," said Alex Urquhart, chief executive 
of GE Energy Financial Services. "The decision whether to build a new coal plant is: What do you 
think will happen to gas prices?" 



How will we manage risks?
Planning
Diversification
Active Demand Side
Efficient Growth



National Petroleum Council
National Petroleum Council, addressing 
policy responses to high natural gas costs in 
the U.S. in advice to the Secretary of 
Energy, urges a “Balanced” path that seeks 
to align public and private interests.
A key recommendation among many is to 
implement more energy efficiency
http://www.npc.org/reports/ng.html (2003)



Opportunities for Arkansas 
from Energy Efficiency

Better buildings
Jobs

From the services and products to build and 
maintain those better buildings
Instead of exporting $$ for fuel

Least cost, long run, reliable utility service
Stable prices, most “manageable”

More certainty when big assets are needed



Thanks for your attention

rapsedano@aol.com
http://www.raponline.org
RAP Mission: RAP is committed to fostering 
regulatory policies for the electric industry 
that encourage economic efficiency, protect 
environmental quality, assure system 
reliability, and allocate system benefits fairly 
to all customers.


