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I. Executive Summary 

By an order issued on May 16,2007, the New York Public Service Commission (the 

Commission) instituted Case 07-M-0548 - Proceeding an Motion of the Commission Regarding 

an Energy Efficiency Portfolio Standard (EPS). ' The May 16 EPS Order used a target god for 

electricity usage that echoed an April 19,2007 statement b tn  New York's Governor Eliot 

Spitzer in which he called for a 15% reduction in usage in 2015 compared to the projected level 

for that year. 

This is the most ambitious energy reduction goal, in terms of total energy savings, of any 

program in the nation. The EPS Proceeding, as set forth by the Commission, calls for a similarly 

ambitious energy reduction target for natural gas as well. Achieving success in meeting the EPS 

goals will require the deployment of energy efficiency resources at a much faster rate than the 

State's energy usage is growing. The New York Independent System Operator (NYISO) 

predicts increases in electric sales of approximately 1.3% per year through 2015. Therefore, the 

2015 electricity target reflects electricity consumption lower than today's levels. Recently, 

natural gas usage has been increasing at an annual rate of about 2.2%. 

The May 16 EPS Order explained that the benefits of energy efficiency include: reducing 

the need for new generation; reducing use of finite fossil fuels; lowering the energy cost 

component of utility bills; reducing energy imports; and mitigating the environmental impacts of 

burning and transporting fossil fuel for energy, including greenhouse gas emissions. In addition, 

more efficient use of energy has potential to foster economic development through productivity 

improvements and job growth by encouraging technology advances related to the delivery of 

I Case 07-M-0548, Proceeding on Motion of the Commission Regardine an Enerev Efficimcv Portfolio Standard, 
Order Instituting Proceeding (issued May 16,2007) (May 16 EPS Order) 



energy efficiency services and products to consumers. Increased spending on programs such as 

weatherization could spur job growth, which will have a salutary effect on the State's economy. 

The EPS Proceeding is one of several interrelated Commission proceedings and 

initiatives now underway which consider resource, pricing, and environmental issues. These 

proceedings and initiatives involve renewable portfolio standards efforts, advanced metering 

initiatives, long term contracts and plamhg, revenue decoupling mechanisms, mandatory hourly 

pricing, the Regional Greenhouse Gas Initiative (RGGI), the High Electric Demand Days 

initiative, and distributed generation (DG). Moreover, several recently-filed rate cases include 

proposals for energy efficiency programs. 

Clearly, the EPS Proceeding will be a complex undertaking and will require thoughtful 

planning, communication, and extensive coordination among the many entities that are or will be 

delivering energy efficiency p r o m s  and among inter-related proceedings. Section I addresses 

these facts and circumstances and explains why the most reasonable h e w o r k  for pursuing the 

EPS goals is one in which the Commission acts as the coordinator for the planning, 

implementation, and evaluation of programs that will be administered within the EPS 

hmework. There are a number of reasons why the Commission is especially well suited to play 

the role of coordiiator. Fit, many of the existing energy efficiency programs are being funded 

by utility ratepayers via the electric System Benefits Charge (SBC), which is under the 

jurisdiction of the Commission. Furthermore, there are a number of other important related cases 

(listed above) which address complementary policy matters that also fall under the 

Commission's jurisdiction. Finally, the Commission's continued oversight of energy.efficiency 

program administration will ensure consistency and focus, will help to avoid duplication of 

effort, and will allow for necessary modifications based on program experience. 



Section II 6f this report presents 'general principles appficabl'e to both natural gas and 

elecaicity programs and for all cugomer classes. The piinciples reflect the kmledge  and 

experience gaifitd b m  energy efficiency programs and providers in New York State and 

nationwide. 

In Se'ction Ill of thi3 document, Staff describes cvhent p r o m  delivery practices as well 

as descriptions ofpotential changes for the future. Cumtly,mmy entities are involved in the 

provision of energy efficiency services in New York ~ t a t e . ~  Developing a framework for energy 

efficiency programs going fonvard should start by building upon the most effective elefnents: of 

the existing system for delivering these programs, and should emphasize coordination and 

communication among parties. The god is to achieve the Commission's energy bfficiency 

targets without duplichting efforts, Causing custamer canfksion, or abandoning successful 

programs. LikeWise, the ultimate delivery frmework should take advantage of opportunities 

that can benefit the most fmm increased attention and finding. If'rrdditionhl funding is made 

available for energy efficiency efforts, as is expected, will be necessary, then it,may be possible 

to design completely new program approache's t h l  were nor feasible in the past. 

Funding of expanded energy efficiency efforts could come from;among other sources, 

increasing theSBC, introducing a volumetric surcharge on firm gas and/or elekaicity 

consumption, inrreasing private sector interest in providing funding for energy efficiency 

project$, and idcreasing funding for tax-supported programs, such as green building credits. The 

need for additional funding sources could be significantly mitigated through an accelerated effort 

to increase the-mergyefficiency levels embodied in building coses and the energy efliciency ' 

An excellent resource for obtaining information about current mergy efficiency programs in New York State IS 
the report "Conservation Coordination Task Force Report to the Governor and Legislature", dated January 30, 
2007. 

The report can be obtained at the following internet l i  
http:liwww.nyserda.org/publications/CCTFREPORT-comp1ete.pdf 



standards for various appliances and equipment. Increased activity h m  the private sector to 

encourage use of energy efficient products and services could also reduce the need for public 

support as the means to achieve EPS targets. The greater use of existing financing mechanisms 

as well as the creation of new financing mechanisms needs to be fully explored to lessen the 

need for increased surcharges on energy consumption. We encourage parties, in their responses 

to Staffs proposal, to comment on these suggestions to offer additional funding approaches. 

Section IV of this report identifies new programs and enhancements to existing energy 

efficiency programs, by customer class and fuel type, which can be implemented on a fast track 

in early 2008 to accelerate the deployment of energy efficiency resources. As a result, New 

York State will be able to enjoy the benefits of expanded program offerings, relying on program 

implementation approaches with proven track records for delivering energy efficiency savings 

effectively, during 2008. Quickly implementing these proven programs as an interim step 

provides a window of time to establish a more robust and ongoing multi-year energy efficiency 

portfolio plarudng process. Such a process will allow time to benefit h the best thinking of 

interested parties to develop a more strategic and comprehensive energy efficiency portfolio 

management approach, which would define initiatives expected to be implemented in 2009 and 

beyond. Staffs preliminary analysis indicates that a combination of enhanced energy efficiency 

programs and significantly upgraded building codes and appliance efficiency standards could 

achieve approximately 77% of the EPS elsctric goal by 2012 at annual costs ranging h m  $100 

million to approximately $350 million. The fast track programs proposed by Staff were analyzed 

for cost effectiveness using the Total Resource Cost Test. Implementation roles are proposed for 

various entities for each of the fast track programs. 



When coupled with effofts by LPA, NYPA, and other energy efficiency providers, and 

combined with other energy efficiency initiatives brograms that Will need longer development 

times and initiatives that are not direct end use programs) the EPS goals can be achieved by 

2015. 

Section V of this report addresses evaluation and monitoring. For an effort as large as the 

EPS Proceeding to succeed, the* is a need for rigor and unifofmity in program evaluation to 

ensure that energy efficiency improvements are fullyrealized. It is also essential that casts and 

benefits are compared in a reasonable and accurate manner. This section identifies the need for 

clear directfons, predented in an easy to use format, for those performing evaluation and 

monitoring work. 

Section VI ofthe report explams Staffs best thinking for establisliing a natural gas 

energy efficiency goal to be reached by 2015. Unlike electric energy efficiency, where a goal of 

a 15% reduction mnpared to the 2015 forecast has already been established, a natural gas 

energy efficiency goal still needs to be developed. The downstate region has beerr experimcihg 

a steady increase in natbral gas load growth, while the upstate region consumption hirs reknained 

flat. Several utilities already have gas efficiency programs in place, and NYSERDA electric 

programs have indirectly resulted m some natutal gas savings. 

A recent gas efficiency study conducted for NYSERDA by Optimal Energy, Inc. 

concluded that the maximum achievabIe savings through the year 2016 is 18%, with most of this 

savings coming from the industrial market sector. While end-user consumption has been 

decreasing, there could be atrend toward increased consumption due to increased reliance upon 

gas for electric generation, switching from electric to gas appliances for efficiency purposes, and 

increased gas-fired distributed generation and conversion from petroleum fuels. Increased 



natural gas usage associated with electric generation, distributed generation, and conversions 

from petroleum fuels should be excluded fiom calculations of energy savings. For the remaining 

firm residential, commercial, and industrial sectors, Staffs preliminary analysis indicates 

potential savings in the range of 13 to 17% may be possible. This consists of savings from 

existing natural gas efficiency programs conducted by NYSERDA and LDCs, proposed new 

efficiency programs at LDCs, an expected increase in SBC spending, and updates to codes and 

appliance standards. Staffs preliminary analysis indicates potential savings of six to ten percent 

by 2015 from new and existing gas efficiency programs (see Section VI of this report) with 

expenditure levels of $80 million per year statewide. These programs could be funded by a bill 

surcharge similar to the SBC, which could be collected by local distribution companies (LDCs) 

and split between NYSERDA programs and LDC-administered programs. The final version of 

this Staff report, scheduled to be issued in October 2007, will provide additional precision to 

Staffs analysis. 

Finally, based on Staffs discussions with groups that are involved in energy efficiency 

programs, it is readily apparent that many interesting ideas do not fit into traditional end use 

program models or would require planning and refinement to achieve. Many of these ideas have 

the potential for large, long-term energy savings and deserve careful consideration. Attachments 

1 and 2 capture these concepts, dividing them into short term and long term efforts. These cover 

a wide range of ideas, some of which are contradictory, but all of which could be used by 

working p u p s  as a starting point for further discussions. Attachment 3 summarizes Staffs 

preliminary cost benefit analysis for the proposed fast track programs. 



II. General Principles 

This section of the Staff Proposal describes initial observations that apply to energy 

efficiency programs for all customer classes as well as to both electricity and natural gas. These 

general principles consolidate program delivery and design concepts that Staff has gathered 

through its experience with programs in New York, review of programs in other states, and input 

from parties in this proceeding. These principles are intended to provide a foundation for 

development and implementation of this proceeding's short and long-term initiatives for 

achieving energy usage reduction targets. 

1. All New Yorkers benefit when cost-effective energy efficiency improvements are 
implemented. 

Customers whoparticipate inenergy efticiengprograms will see redut-ed bills and may 
also enjoy improvements in productivity, health, safety, and comfort. As energy efficiency 
improvements are undertaken by individuals, all New Yorkers benefit due to a reduced need for 
energy supply, and delivery facilities and resources. The increasedproductivity has economic 
develooment benefits as a result o f  ma kin^ individual customers and the state as a whole more .. - 
competitive. Greater deployment of energy efficiency has the potential to produce lower and 
more stable enerfl costs for all consumers. Other important public benefits are reduced -. 

depletion of energy resources and lower emissions of greenhouse gases and other pollutants 
associated with electricity generation and burning of natural gas, including NOX, SOX, and 
carbon dioxide. Energy efficiency programs also can advance environmental justice by serving 
low-ihcome New Yorkers not able to afford cost-effective, bill-reducing improvements to their 
homes and residences. 

2. Where possible, the marketplace should be providing services without the need for 
ratepayer support. 

The potentidl for increased use of existing and innovativefinming mechanisms needs t o  befilly 
explored and exploited to further reduce the level of ratepayerfinancial support required. 
Furthermore, bam'ers to effective operation of the free market for energy efficient solutions 
should be identified and eliminated. Enhanced energy standards for buildings and appliances 
can also play a large role in helping to achieve the EPS targets without a significant need for 
ratepayer support. End use programs should be employed in those instances where market-based 
solutions are not likely to produce a better outcome. 



3. Market transformation strategies are a powerful method for improving the effectiveness, 
availability, and costs of energy efficiency equipment, technologies, and services. 

M a r k  transformation efforis involve working with the supply markets for energy efficiency 
goods and services, with potential incentives for manufacturers, retailers, service providers, and 
bthers, to inflence the rate at which improved ener&effiency options become commercially 
available to customers. For example, rejivgerators, in general, are much more energy efficient 
than those of twenty years ago as a result ofprograms that encourage manufacturers and 
retailers to improve the energy efficiency ofthe models sold to customers. In general, market 
transformation is less costly and more effective in the long run than usingfinancial incentives to 
achieve efficiency improvements. Market transformation programs can be most effective ifthe 
programs are consistent statewide, regionally, and nationally. Coordination ofprograms with 
other stares should be encouraged. 

Examples of market transformation outcomes that should be encouraged include: 
o Continuous improvements in the effectiveness of and falling costs for energy 

efficient equipment, materials, and services 
o Increased stocking andpromotion of energy efficient equipment and materials by 

retailers and the availability ofpoint ofpurchase information to allow customers 
to evaluate choices 

o Increased awareness by consumers of the amount and types of energy they use. 
their costs, and how to shop for energy efficiency measures and sewices 

o Development of a robust energv services delivery infrastructure that can be 
relied on to provide high quality installations and is responsive to the needs of 
customers 

o Job growth in energy eflciency-related trades andprofessions 

4. Getting energy price signals better aligned with the costs of providing services is a 
critical part of effectively developing energy efficiency as a resource. 

Advanced metering and commensurate implementation of more cost-causal, time-dzfferentiated 
delivery and energy service rates and rate structures should be encouraged. End-use retail rates 
and rate structures should more accurately reflect the manner in which various cose (& 
supply, transmission, and distribution) are incurred by utilities in responding to customer 
demands for service, and, conversely, should more accurately refIeet the costs avoided by 
utilities when customers exercise strategic discretion in the timing and volume of their use of 
services. Implementation of more sophisticated time-dzfferentiated (TOW) rate designs, 
especially hourly load-integratedpricing rate options, not only provide customers with stronger 
and more meaningfkl price signals to consider in developing rational strategic (managed) 
enerm-use responses, they also reduce the need to consider institution of supplemental - - -  
incentives (or iubsidies) that otherwise might be required to encourage end-use customers ' 
participation in theprogrants. 



5. The entity admifiistering a given EPS pagram should be determined based on what 
makes the most sense for that energy efficiency application and consumer sector. 

Criteria that should be considered when determining who is best equipped to administer energy 
efficiencyprograms include: 

o Access to the most appropriate economic resources 
o Experience in this marketplace 
o Efective relationship to the target customer base 
o Entity likely to engender the broadest level ofparticipation 
o Can ramp up quickly and cost effectively enough to meet the savings targets 

Emphasis also needs to be place on increasing the seamless and complementary interactions 
between various stakeholders in the marketing and delivery ofservices. No matter who takes the 
lead in program administration, coordination and sharing of information amongparties will be 
critical to the success of energy efficiency program delivery. 

6. The attainment of higher levels of energy efficiency in new residential and commercial 
construction is of the utmost priority. 

Incorporating energy effcienq into new structures is often the most cost effective method for 
deploying energy efticiency resources. It also minimizes the need at some point in the future to 
replace elementsprematurely to incorporate higher efficiency at much higher cost (& "lost 
opportunities '7. High efficiency features that are incorporated into new construction also can 
become sought-after upgrades for the renovation of existing structures. 

7. Energy efficiency delivery entities should be encouraged to develop programs that use 
the commissioning and continuous commissioning concepts, which aim at improving 
performance of whole buildings or building systems. Both electricity and natural gas 
efficiency options should be considered. 

The commissioning concept refers to practices and systems that continually mdnitdr building 
automation data and use this information to optimize a building's energy efficiency performance 
and minimize emissions. Some technolo* allow continuous commission in^, which monitors - - 
system performance remotely and alerts operators to perjbrmance problems. A continuous 
commissioning approach is an especially valuable energy savings tool in new construction, 
where energy efficient design is considered from the beginning of the project. These practices 
also offer signifcant savings for existing buildings. 

8. Energy efficiency programs should be c1eai.l~ defined and designed to encourage 
customer participation. 

The most effective energy efficiencyprograms appear to be those that send a clear message to 
customers about how they can take action and simplrfiparticipation. Conversely, programs that 
involvefilling out complicated forms or that have extensive rules for participation discourage 
customersfrom even investigating energy efficiency options. Whileprogram performance 



requires a certain level of measurement and verzpcation of savings for evaluation purposes, 
better program designs keep these aspects out of the customer interaction as much as possible. 

9. Independent energy efficiency program providers can play a significant role in achieving 
the New York EPS goals. 

The independent energy efficiency program providers have the resources and ability toplay a 
signzpcant role in achieving the State f energy efficiency goals. This could take several forms. 
There is currently a high level of awareness and interest in "green" building design and 
products. Some manufacturers and contractors may want to market energy efficient products or 
services independently, without the benefit ofpublic funding. This approach will help reduce the 
finding needed via utility charges required to meet energy efficiency targets and is, therefore, 
strongly encouraged. Barriers to marketplace solutions should be ident~fzed and removed 
wherever possible. In addition to these unsubsidized efforts. private entities might become 
involved via competitive solicitations for specific services that are offered by traditional energy 
efficiency providers. Creating a third-party "white tags" market that taps private-sector 
investment more effectively than traditional program designs should also be considered. 
Furthermore, reviving and expanding New York's Green Buildings tax incentives should be 
examined, possibly in connection with a new green mortgage-backed securities market 
developing on Wall Street. Other models for private energy efficiency providers ' pa~icipation 
are also possible and should continue to be considered. 

10. Incentives to influence customer energy efficiency decisions should be aligned with 
customers' needs, be designed to elicit the action that is desired, and be consistent with 
current market conditions and program objectives. Care should be taken to avoid 
unintended consequences. 

Incentives to customers need to be sufficient toget customers' attention and action, but not so 
high that they unnecessarily deplete program funds; they should not exceed the incremental cost 
of installing the measure. Incentives can be monetary, in the form of rebates, interest buy- 
downs, sales bounties, free or reduced cost for sem'ces, etc. However, incentives do not always 
need to be direct or monetaly. For example, some municipalities have had great success with 
programs that significantly shorten the time needed to obtain building permits ifthe building 
meets Leadership in Energy and Environmental Design (LEED) certzfzcation criteria. Some 
utilities have considered connection cost reductions to developers where buildings or 
communities meet energy and capacitype?$ormance standards. Current market conditions for 
energy efficiencyproducts and services needs to be monitored closely and prompt adjurtments 
must be made to program incentives to avoid ovelpayment and to meet program objectives. 

11. Incentives to utilities may be necessary to encourage their participation in and support of 
energy efficiency efforts. If utility incentives are used, they should be linked to the 
achievement of specific programmatic energy reduction targets that in turn lead to the 
achievement of the EPS goals within the service tenitory and the State as a whole. 

Achieving the EPSgoals will require concerted, long-term efort by numerous entities. To focus 
utility attention on attaining targets, use of incentives can be considered. n e  incentive structure 



could incl~de both an upside and downside component and should eneo'ourage implementation of 
cost effectiveprograms. Incentives do not necessarily require that the program implementation 
being measured be administered by the utility, however, recognition needs to be given to the role 
the utility has regarding the outcome (& lead role verSus support program or administrative 
role). 

12. The reauired program deliverv infrastructtire should be considered and put in Vlace . - 
early in the EPS process &college curricula on energy efficient builbing dksign, 
training for HVAC installers, certification of energy efficiency auditors, etc.) 

An expanded energy eflcienyprogram will not be able to achieve itspotential unless there is a 
robust infrastructure - both technological and human - in place to support the effort. Building 
the necessary infrastructure can be time-consuming and could take years to fully implement. 
Consequently, the process of identzfiing resource needs and implementing appropriate solutions 
needs to begin early in the EPS implementation process. Funding should be provided in stages 
so that infrastructure improvements can be in place before rapidly expandingprograms. Using 
a staged approach also allows a better understanding of how much energy efficiency can be 
gained through non-subsidized marketplace solutions. 

13. Retajl and manufacturer partnerships are essential for attaining snccdds tthrdugh market ' 

transformation program initiatives. Energy efficiency programs are most effective if the 
programs are consistent statewide, regionally, and nationally. Coordination of programs 
with other states should be encouraged. 

Mass marketers, local retailers, and inajor manufacrurers and their distribution. networks can be 
powflu1 allies in achieving energy efficiency goals. Retailers can set up displays for energy 
efficient products, offerpromotions, and describe energy efticiency benefits in their 
advertisements. Since many retailers and other market players operate throughout New York 
State, as well as-regionally and nationally, havingprogrnm consistency makes it much easier 
and more cost effective to market these concepts. In addition, in many parts of the State the 
advertising shown in a local market will be seen by customers of more than one utility. By using', 
the same program design, the reach of this advertising can be maximized. This both reduces 
total program costs and improves program consistency, preventing marker confurion. .. . 

Just as e n e w  efticiencypmgrams have a greater reach when advertising can apply to mom 
than me New York utility's service territory, the same concept applies beyond state borders. In 
addition, retailers operating in numerous states can expand a campaign to an entire region. 
Regional coordination is also important in developing appliance standards. By banding 
together wzth common goals, a region can have a much bigger influence on manufacturers' 
offerings than a single state would have. 



14. Parhnerships between energy efficiency program providers and other entities a trade 
groups, governmental entities, and local community organizations) that can help get 
energy efficient products and services into the hands of consumers should be encouraged. 

A number of the general principles listed here invohe traditional energy @ciencyproviders 
working with other groups to maximize the energy efficiency savings that can be achieved. This 
covers a wide range of opportunities, including such things ar: working with architectural firms 
and professional associations to develop more energy eficien t building design; working with 
colleges and other institutions, such as the State's Board of Cooperative Educational Services 
(BOCES) network; using local groups to install energy eflcient measures in low income 
housing; and working with all levels of government to improve energy @ciency in their 
operations. 

15. A rigorous evaluation and monitoring framework is essential to monitorprogress toward 
the EPS goals, modify programs to maximize efficiency, ensure that projected energy 
efficiency savings are realized, and offer accountability to ratepayers and taxpayers. It is 
critical to ensure the measurability and persistence of energy efficiency measures that 
New York State will count on as substitutes for new generation and delivery facilities. 

A program of the magnitude and complexity of the EPSProceeding requires a comprehensive, 
yet practicable and cost-effective evaluation and monitoringframework. Allprograms selected 
to be part of the EPSprogram portfolio will be required to include an effective evaluation and 
monitoring plan. Emphasis should be placed on securing early feedback on how new or 
enhancedprograms are performing in the field, measurement and verification (M&V) of energv 
savings, and regular and reliable reporting ofprogram data. M&Vprograms should maximize 
the use of current resources and capabilities and leverage innovative advances in metering 
technologies, related data communications, and processing capabilities. 

16. The EPS planning framework should include a mechanism to account for technologies 
that could increase electricity or natural gas usage but would be beneficial from a total 
resource cost andlor an environmental standpoint. 

Some technologies that would reduce overall greenhouse gas emissions could involve fitel 
switching that might actually drive up demand for natural gar or electricity. Some examples 
include plug-in electric vehicles and programs that promote natural gas water heating. Rather 
than rejecting such options because they conflict with the EPS target. the parties in the EPS 
Proceeding should consider ways to account for these projects (&excluding the energy 
associated with beneficial firel switching in the energy savings calculations for determining 
progress toward 202.5 goals). 

17. New York should take advantage of nationally recognized branding opportunities. 

Consumers are generally familiar with ENERGY STAR@ appliances and are becoming familiar 
with ENERGY STAR@ homes as well. Using this name recognition is an important tool for 
marketing energy eficiency concepts to customers. In recent years, Leadership in Energy and 
Environmental Design (LEED) certzjkation has been gaining increasing recognition as a 



buitding standard and is another branding qmimi@ that the State can use to encourage 
energy efticient building design. 

18. A comprehensive and effective outreach and education program is the underpinning that 
will support the success of the EPS initiative. To ensure that consumers are informed 
throughout the development and implementation of the EPS effort, and have adequate 
opportunities to participate in the process and resulting programs, outreach and consumer 
education must be an integral part of this process. 

An effective outreach and education program must provide consistent, understandable, unbiased, 
and easily accessible information about the issues and choices involved in achieving the EPS 
targets; must include the development of materials that reflect diverse audiences to eliminate 
language, educational, socioeconomic, and other potential barriers to awareness, understanding 
and action: and must create opporlunities, through multiple vehicles, for all interested parties 
and stakeholders to have input in the development of the EPSprogram and for all eligible 
customer classes to participate in the resulting programs. 

Today S children will be the beneficaries of a successfil flort to reddce energy wage an8 
produce concomitant reductions in greenhouse gases. Sustaining the gains that the EPS 
proceeding envisions will require lifesfyle choices that should bepartof everyday habits. These 
Datterns can best be established through education about the conseauences o f  choices. with this ., .. 
education beginning at an early age. Examples of similar education programs for young people 
that have been highly successful are the value of seat belt use and recycling campaigns. New 
York has school-based energy @cie~cyprograms and should draw i n  the lessons 
learned from those efforts. 



111. Current Practices and Recommendations for Change 

A Program Delivery 

1. Current Delivery Confirmration 

In New York State, there are many entities that provide energy efficiency services to 

customers. This section describes the roles of some of the major players. For additional details 

on energy efficiency programs in New York State and their budgets, see, as noted earlier, the 

Conservation Coordination Task Force Report to the Governor and the Legislature, January 30, 

2007. The information in the following table, taken h m  that report, shows annual expenditures 

on energy efficiency' for each New York State Agency involved in delivering these services. 

12 Month Program Expenditures ($,000) 

On the utility side, Con Edison has also conducted programs geared at energy reduction. In 

2006, it spent nearly $5 million on these programs ($3.6 million for electric programs and $1.4 

million on a gas efficiency pilot program). Other New York utilities are in the beginning stages 

of developing energy efficiency programs. 

' The% figures also include expenditures for distributed generation activity. 



NYSERDA . . 

In the 1980's and early 1990's, energy efficiency programs in New Y d  Sfate were 

operated by the utility companies with funding included in rates paid by their own customers. In 

1996, the Commission established a System Benefits Program to fund public policy initiatives 

not expected to be adequately addressed by New York's competitive electricity markets, 

including energy efficiency. The Commission designated NYSERDA as the System Benefits 

Charge (SBC) Program admini~trator.~ NYSERDA operates SBC-funded programs under a 

Memorandum of Understanding with the Commission and the Deparhnent of Public Service, 

which oversees those programs. An independent advisory group also provides guidance on 

program evaluation. 

In 1998, the Commission established SBC funding levels for a three year period to 

provide, anto@ other things, statewide energy efficiency p r o m s  for commercial and 

industrial, residential, and low income customer sectors, and energy research and development. 

The Commission renewed the SBC for a five-year period in 2001 with increased funding and 

additional focus on programs designed to achieve peak load reductions. In December 2005, the 

Commission extended the SBC program for an additional five year period (7/1/2006-6/30/2011) 

with an annual funding level of $1 75 million. 

The SBC energy efficiency programs are designed to serve the diverse needs of New 

York energy consumers from residential homeowners and tenants to manufacturing plants and 

commercial office buildings. With New York's programs administered through a central entity, 

it has been possible for resources to be consolidated, providing the ability to engage in market . . 

transformation activities that might have been difficult for a single utility to undertake. As 

I The New Yo& State legislature established NYSERDA as a public benefit corporation in 1975 with the mission 
of conducting energy research and development programs. 
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explained in the 2003 document, Who Should Administer Enerm Efficiencv P r o m s ?  (Ernest 

Orlando Lawrence Berkeley National Laboratory, page 17): "NYSERDA has also been able to 

capture economies of scale by administering statewide programs and has offered end users and 

service providers in New York consistent statewide programs, which reduces transaction costs of 

participating." The statewide approach also has promoted consistency in program evatuation and 

consumer education activities. 

NYSERDA contractually arranges for most of the services it provides, which has 

stimulated the develop~mt of independent energy efficiency delivery entities. NYSERDA also 

works with a variety of groups that provide the infrastructure needed to deliver energy efficiency 

services. In addition, it is involved with the building industry to encourage green construction 

practices, and works with other entities to improve building codes and appliance standards. 

New Yo& Power Authoritv (NYPA) 

NYPA is the nation's largest state-owned power-providing organization. As part of its 

mission, NYPA provides energy-efficiency services to its customers and to public schools and 

other government facilities, including projects for some customers that are served by uti~ities.~ 

NYPA has undertaken more than 1,500 energy-efliciency projects at about 2,300 public 

buildings across the State. NYPA reports that it has spent a total of over $1 billion on energy 

efficiency programs in New York State. These measures have reduced demand by about 200 

MW and lowered the electric bills of State and municipal governments by more than $93 million 

a year. NYPA's programs are generally designed m address all energy efficiency improvements 

within a building through a single, comprehensive effort. When NYPA finances an energy 

efficiency project, it recovers its costs by sharing in the resulting electric bill savings. Once the 

loan is repaid, the participants retain all the savings. 

J By law, NYPA offm energy efficiency service to a11 schools in the state, both public and private. 



NYPA frequently p&ers witliNYSERDA or other entities that can pmvide energy 

efficimy resources, sewing as the interface for customers seeking to obtain energy efficiency 

services. In situatmnswhere NYSERDA and NYPA offer joint programs,6 they perform 

separate functions. NYPA conducts energy audits and designs, constructs, and financesthe 

pq'ect. NYSERDA provides fundingto the project through its Flex Tech, C/I Pekfomanct 

Program (a perfonnance-based incentive program), Technical Assistance, and stand-alone 

Program Opportunity Notices (PON). NYPA has standardized its front-end audit reports so that 

the work produdt it develops for the participant is acceptable to NYSERDA for the p ro~ams  

listed above. 

Lomlsland Paver Authorirv IZIPA) 

LPA is a non-profit electric service provider for Long Island. In May 1999 the LPA 

Board of Trustees approved the Clean Air Initiative, a five-year $160 million effort designed to 

provide e m g y  and capacity savings. The program was later expanded to a ten-year, $355 

million c m i t m 6 n t  h u g h  2008. LPA is tlow in the process of reevalnatingits ptbgrams with 

the intention of expanding its commitments to energy efficiency. LPA has serious concerns 

with demand on peak days, so its programs have an emphasis on demand reduction. 

Division ofHousina and Communihr Renewal 

The New York State Division of Housing and Communiw Re'newal (DHCR)is 

responsible forthe supervision, maintenance, and development of affordable, low-and moderate- 

income housing in New York State. DHCR administersthe federally-funded low-incbnie 

Weatherization Assistance Program (WAF') in New Yo& thtmgh which it weatherizek 12,000 

dwening units each yeiu. DHCR also admifiisters the New York State HOME Program that 

6 In many instances, NYPA provides services to entities that are customers of the utilities and, consequently, pay 
the SBC. 



provides funding for housing projects and encourages energy conservation improvements, and 

the Rent Administration Program that, among other functions, encourages use of metering in 

individual housing units. 

Utilities 

In the 1980s and early 1990s, New York State electric utilities ran large scale energy 

efficiency programs that emphasized services and financial incentives, generally in the fonn of 

rebates targeted directly at their customers.' Utility annual spending on energy efficiency 

programs reached a high point of $286 million in 1992. Total utility spending during the period 

of 1990-1996 exceeded $1.2 billion and achieved 5,744 GWh of energy savings. 

With the establishment of the SBC in 1996 and the designation of NYSERDA as the 

administrator, utility energy efficiency programs were scaled back significantly. Over the years, 

many utility employees who had been involved in energy efficiency programs were reassigned to 

other duties or lefl the companies; the expertise that had been resident at the utilities in the early 

1990s has been seriously attenuated. Recently, however, the utilities have demonstrated a 

renewed increased interest in energy efficiency programs. Consolidated Edison of New York, 

Inc. (Con Edison) has had a targeted energy efficiency program since 2003, which uses a 

Request for Proposal solicitation process to acquire predetermined levels of demand reduction 

from third party providers within a defined geographical area for the purpose of deferring 

planned distribution and transmission projects. As part of Con Mison's current electric rate 

plan, approved in March 2005, the targeted program has had a goal of achieving at least 150 MW 

of load reduction. Funding is capped at $1 12 million plus appropriate administrativd 'ind 

evaluation fees. Several other electric and gas utilities have proposed energy efficiency 

' Some pilot market mnsfomtion programs also were undertaken. 



programsand revenue dewupling mechanisms as part of recM electric and natural gas rate case 

filings. 

Independent E n m  Efficiencv Services Providers 

NYSERDA typically uses a competitive solicitation process to select vendors to 

implement its energy efficiency programs. Over the years, a welt-established wotkforCe of 

technical service providers has arisen in New York. These are genetally pritmte companies witE 

expertise in one or more specific phases of the energy efficiency delivery business. Many of 

these companies respond to solicitations for specific NYSERDA-managed programs. In 

addition, DHCR distributes funds to 64 not-for-profit agencies, which do businesses in every 

county in the State, to i~plement the Weatherization Assistance Program (WAP). These 

community-based agencies also have trained a well-established workforce of technical service 

providers. 

Independent Energy Efficiency Services hoviders have also introduced setvices and 

technologies into the marketplace that do not necdssarily require ratepayer tinding to enable 

market penetration: At the IS0 Symposium and the Overview Forum, attended by many of the 

parties participating in the EPS proceeding, speakers described a wide rdnge of technorogies with 

the potential to help New York State achieve its energy efficiency targets via actions in the 

marketplace: Ideas proposed included use oE advanced mders, micro-CHP systems, energy 

curtailment technology, distributed gemation, and electricity storage systems. 

2. Prom%ed Deliverv Confirmration 

Staffs proposal for delivery of energy efficiency program &ces begins with the 

premise that New York now has in place an effective system for energy efficiency programs, but 



much more can be done. In a recent ranking of state energy efficiency programs8 New York 

ranked seventh in the nation, behind several states fiom New England and the west coast. New 

York State lagged the leading states in spending on energy efficiency per customer? Program 

participation rates in some New York State programs are also considerably lower than in other 

states. 

There are significant benefits that can be gained by building upon existing statewide 

programs, where appropriate. This will assist in developing an infrastructure of builders, 

educational institutions, installers, etc. that can all operate under a unified h e w o r k  and will 

help in establishing relationships with manufacturers that foster the introduction of cost-effective 

equipment and materials, and promotional partnerships with retailers. In addition, there are 

numerous opportunities for a wide variety of entities to help utility customers take advantage of 

these programs, to educate customers about the need for energy efficiency, to explain to 

customers how they can participate, and to provide services that meet the specific needs of 

particular localities. A proposal for creating uniform statewide programs and meeting the needs 

of individual communities under a single framework is described below. 

There are valuable roles for utilities, municipalities, and independent energy efficiency 

service providers as gateways for customers to learn about and take advantage of energy 

efficiency opportunities. These entities can assist customers by advertising the availability of 

energy efficiency programs, promoting energy efficiency by example within their own 

operations, and packaging energy efficiency services in ways that customers will find attractive. 

8 This information comes tiurn "The State Energy Efficiency Scorecard for 2006", prepared by American Council 
for an Enerev-Efficient Economv. -. 
On a scale of 0 to 15 on spending per capita in the State Energy Efficiency Scorecard analysis, New York had a 
score of 5. Vermont, which had a score of 15, spends $22.54 per customer per year, while New York spends 



This model encourages use of community resources to help deliver services in a low-cost way 

that helps to build consumer interest in participating in energy efficiency programs. 

As is evident, the magnitude of the effort needed to meet the Commission's goals by 

2015 will be much larger than that which is currently in place. To support this expanded effort, 

it is crucial that the necessary infrastructure, including the personnel needed to install the energy 

efficiency measures, is in place and trained before new programs are widely advertised. If 

programs are not ramped up in a thoughtful, deliberate way, the likely result will be customer 

confusion and dissatisfaction. This has the potential to set back the'program and make 

achievement of the EPS targets difficult. 

At the same time, programs need to ramp up quickly in the near term to place the State on 

track to meet the overall savings targets for 201 5. For this reason, a set of proven programs that 

can be scaled up rapidly without market disruptions should be deployed on a "fast track" basis, 

with a mor6 extended process for planning the balance of fhe program portfolio needed to meet 

the 2015 goal. 

In the description of the fast track programs that follow, Staff describes the model 

programs that have been chosen using real programs that have proven successful. Staff has 

examined the budget required for these existing programs and the energy savings that resulted. 

Using reasonable assumptions, we have scaled these programs for implementation in New York 

with a projected budget level and savings target. In addition, over $30 million has been 

approved for utility gas energy efficiency programs. There could be some additional costs as 

utilities set up energy efficiency programs for the first time and &sts for the programs will be 

higher in later years as the programs are ramped up. 



The fast track programs by themselves will not meet the EPS targets. However, when 

linked to enhanced efforts on codes-and standards, they can get New York to approximately 80% 

of the goal. Whencoupled with other energy eficiency initiatives (programs that will need 

longer development times and initiatives that are not direct end use programs - see Attachments 

1 and 2) the EPS goals can be achieved by 2015. 

Funding to cover expansion of energy efficiency efforts could come W a number of 

sources. Some possibilities include: 

An increase in the SBC charge per Kwh 

Introduction a f a  volumetric charge on finn gas and/or on ekt r ic  consumption 

Funding obtained through Regional Greenhouse Gas Initiative (RGGI) C@ 
allowance auctions 

Increased funding for tax supported programs low income weatherization or 
expansion of Green Building Tax Credits) 

Funding obtained &om utility supply and demand resource auctions 

Increased eligibility of types of buildings that can be covered by NYPA funds 

Wall street fimding of energy efficiency project portfolios 

Sale of "white 

Funding arrangements that take advantage of either NYPA or the New York 
Dormitory's access to low cost financing 

We encdurage parties, in heir responses on Staffs report, to comment on these suggestions or to 

offer additional funding approaches. 

Some approaches have the potential for large energy savings with minimal investment. 

Chief among these are improvements in building codes and enhanced appliance and equipment 

'O White tags arc an energy hnding syshm whsrc the commodity bciag traded is the value of energy efiicicncy sold 
in units of one MWh. The concept is similar to W i g  for renewable energy certificates, 
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standards. 'Wile thee'- not iihdti the hiblic SeniiceCoinmission's authority, the 

Commissi6n and parties in this proceeding can play a s ibif icat  role in influencing decisions 

affecting future c o a e ~ m d  sfmdards. Cbns~u~tly,th&e~should be a hi& level of attention 

givm to idlementing aggressive codes af~d standard, Which will be an importaht Elctor in a 

reinvigorated energy efficiency planning process. An importtint first s t y  would be sepatating 

the mwgy bdldirrg code fiom the efifire New York building csde, which W6Uld allow updates to 

be made more readily. 

NYSERDA 

NYSERDA's ehergy efficiency programs have bmlecognized nationally, and it is 

considered a leader in energy efficiency program design. The prograins frequkntly aim at-market 

transformation and attempt to address all achievable energy efficiency opportunities for a 

designated building, to the extent possible. 

Because the SBC applies only to electricitypayments, o m t i e s  for gas efficiency 

have not been pursued through State programs to a great extent." If the Commission . 
implements a gas energy efficiency surcharge, this funding wuld be used, in part, to support 

more wmprehensive energy efficiency programs developed by NYSERDA. These programs 

could identify all cost effective energy efficiency opportunities within a target building, both 

electric and gas. and recommend steps that the customer can pursue to take advantage of them. 

New natural gas programs could be integrated into existing electric programs, and, in addition, 

programs could be considered to address other gas savings opportunities. 

- Implementing the EPS targets will require the participation of new entities and enhanced 

roles for existing entities. NYSERDA will be involved in many of these relationships and it is 

I 1  Some programs, such as those 3d&ssmg building emlope, apply to bath electricity and natural gas and have 
heen part of NYSERDA program. 



imperative that roles and responsibilities for joint projects be clearly delineated and understood. 

Cooperation mong entities will be the key to delivering energy efficient programs in the most 

cost-effective manner. 

NYPA and LIPA 

NYF'A and LIPA frequently partner withNYSERDA and take advantage of its expertise. 

In addition, they do outreach to customers and provide targeted programs that meet the needs of 

a local area Continuation of these approaches would feed into the overall State effort to achieve 

the EPS targets. If LIPA partners directly with KeySpan Gas Corporatim(KeySpan) - Long 

Island, joint elect~iclgas programs can be developed and implemented on Long Island. 

Division ofHomin~ andCommunitv Renewal 

DHCR can be expected to continue with the energy efficiency functions currently under 

its jurisdiction. Means should be explored, however, for increased funding levels for its low- 

income weatherization projects so that more customers can be served. 

Utilities 

As the Joint Utilities pointed out in their July 11,2007 response to Staffs questions in 

the EPS Proceeding, ''The unique characteristics of each utility's service area and customers 

need to be taken in to consideration not only in determining the actions, programs and measures 

to be implemented but also in increasing services to energy consuming sectors that may be 

currently underserved by the existing portfolio of energy efficiency programs. .." Utilities can 

take advantage of their unique understanding of their customers by serving as the gateway to 

energy efficiency services. Under this approach, utilities would inform customers about energy 

efficiency programs (including those offered by NYSERDA or other governmental entities), 

encourage them to participate, bundle cost-effective services together in a package that 



cusmers  find easy tb use and'maetive, and offer targeted programs ta meet the needs oftheir 

sdce ten i tory  that are not covered by existing energy efficiency programs. Ta provide just 

one example, utilities could implement a Project Expediter energy efficiency program which 

uses local engineers and contractors selected via a Request for Qualifications proposals to iissist 

custdmers in identifying and implemehtihg ehergy efficiencymeasures, with custotners paying 

forthe expedittm arid program inchtives providing the inducement for customers to 

Parties could cork with the New York Independent System Operator (NYISO) to create a 

forward market Cnhere utility and other ma&$ participants could bidin energyefficiency 

resources. The revenues generated h m  the utility programs could be used to  fund ehd use 

energy efficiency programs. 

If a gas energy efficiency surcharge is not impleinented, program6 for gas energy 

efficiency could be fimded through utility rate oases and be tmrdinated with electric programs to 

the extent feasible. 

In merit rate cases, both electric and gas utilities have suggested that perfotmance 

incentives might be provided for them to offcx e n e r e  eff ic ihy programs for customers. 

Pwperly designed incentives can play a role in aligning the financial ihtcrests bf a utility for ' 

energy efficiency goals. Elements of a properly designed incentive should include: 

o A focds on encouraging exemplary performance 

o Incentives linked to program goals at the highmd of theexpected range to encourage 
long-term commitment 

o An incentive level that is sufficient to encourage high performance, but not so high as to 
burden ratepayers with unnecessary expense 

,.... . I2 , . ,  
National Grid runs such a program in ~assach"s&s that has been d l 1  received and con&iuted substantial 
savings to the company's energy efficiency program See E-Source "Project Expediters: A Vendor Alliance 
That Delivers: September 2005. 



o A structure that is easy to understand, administer, and monitor 

o A design tailored to meet the needs of specific program types 

o Scaled incentive benefits for meeting or exceeding goals to avoid the disincentive of "all 
or nothing" achievement 

o Downside provisions to protect against poor performance 

A report issued in October 2006 by the American Council for an Energy-Efficient 

Economy (ACEEE) examined recent performance incentives programs in several states. The 

report found that, while details varied, the performance incentives generally ranged in amounts 

representing about 5-10% of the program budgets." 

For New York State, utilities could be allowed b receive an incentive based on the value 

of the primary goal of the program -- saving energy and reducing peakdemand. An advantage of 

using a share of net resource benefits achieved is that if a utility can make more economic energy 

efficiency investments than originally planned, improve program management, resulting in lower 

program costs; or both, the value of the net resource benetits increase. Such mechanisms have to 

be designed so that program and portfolio goals for achieving equity across customer classes are 

not sacrificed nor is the need to achieve specific market penetration objectives sacrificed in an 

effort to maximize net benefits. This results in a larger incentive for the utility and better 

programs for the ratepayer. Negative revenue adjustments could be used for inferior 

performance. The utility could pay a lump sum penalty for significant underperformance and a 

percentage revenue decrease based on the underperformance below a designated threshold. On 

l3 S o m :  "Aligning Utility Intmsts with Energy Efficiency Objdiyc9: A Rnriew of Recent Efforts at 
Decoupling and Performance Incentives", American Council for an Energy-Efficient Economy, October 2006. 



the upside, utilities could be granted a larger incentive percentage for incremental performance 

that exceeds a threshold that has been designed to reward outstanding performance.14 

Indmendent Enerm Efticiencv Service Providers 

Currently, there are many opportunities for private companies to probide eneigy 

efficiency services in response to requests for bids tnperform energy efficiency services, both 

for NYSERDA and utility prugram delivery, and for procurements that seek performance 

contracting services to deliver savings. These opportunities are expected to grow &the volume 

of program offerings in-es. 

As the Retail Energy Supply Association (RESA) points out in its July 11,2007 

conlmentS on Staffs questions, ESCOS'~ now suliply &rgy senice to over 1.3 inillion 

customers throughout the State. ESCOs have an opportunity to attract customers by offering 

packages that feature energy efficiency savings, including helping c~Womers take advantage of 

programs proVided by government entities, such as NYSERDA programs and tax rebates for 

m g y  efficient actions. The ESCO progranls might include low cost loans to customers, share 

the-swings approaches, or savings tied'to use of advanced deteridg technology. As RESA also 

observes, the ESCOs have d q a e  marketing that migbt be tiipped by utilities or 

municipal organizations to encourage energy efficiency. Other opportunities for ESCOs may 

also be available, so creative thinking is welcome on the role that energy marketemmight play in 

delivering energy efficiency services. 

" The ~alifornia Public Utilities Commission recently issued a detailed proposed decision on energy efficiency 
incentives. 

l5 The reference here is to energy service companies in the sense we have most recently used in New York State - 
companies that have successfully completed a certification process with the New York State Dep-nt of 
Public Service, the utilities, and the NYISO (in the case of electricity ESCOs) and that sell commodity to end use 
customers. In the energy cff~ciency community, the term ESCO is frequently used to denote parties that deliver - 
energy efficiency services and do not necessarily also sell electricity andfor gas. To avoid confusion, we are 
using the term independent energy efficiency service providers to encompass both groups. 



Another approach that applies to the independent energy efficiency service provider 

community is the bidding out of energy efficiency services. A sum of money wuld be made 

available for funding competitively-selected proposals for providing energy efficiency services. 

Alternatively, blocks of energylcapacity saving could be put out to bid and bids accepted up to a 

cost limit. Criteria would need to be established about whichclasses of customers were being 

targeted, what type of projects and technology categories would be considered, and how bids 

would be evaluated. Bids would then be rwked based on the wst to produce a MWh of savings 

and other evaluative criteria, with projects being selected up to the point where the total funding 

is expended or the total block of KW/KWh is totally filled. To ensure that bidders are 

encouraged to propose whole-building "deep savings" projects, proposals could also be ranked 

by total net benefits or total energy savings per square foot. This type of approach could be put 

in place quickly and be scaled up or down based on immediate needs. It would provide 

intangible benefits as well, such as e n c o ~ g  creative thinking and building interest in energy 

efficiency.I6 

Citv of New York 

With its PlaNYC, New York City has declared its intention to address energy efficiency 

in a serious way. As the City points out in its responses to Staffs questions: "Fully 33% of New 

York State's electricity is expected to be cbnsumed within New York City." The City says that 

by implementing all of the energy initiatives in PlaNYC it can reduce its electricity consumption 

by approximately 1415% by 2015. New York City has opporhmities to mobilize its citizens 

through advertising campaigns, point them to energy saving opportunities that are available to 

16 Standard offer approaches could also b considmd, w h m  a project mat me@ ple-set conditions would be paid 
a pre-demmined amount. 
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them, and lead by example thrdugh visible energy efficiency improvements in municipal 

buildiagsmd ~ervices." This model is applicable to municipalities throughout N& York State. 

New York City's interest in energy efficiency is laudable, especially if it addresses some 

of theedtrenched hies and regulations and operating practices, built up over genefations, which 

have made energy efficiency goals difficult to achieve. For example, when electricity andlor 

natural gas are included in the rent paid by a tenant, it is difficult to engender a sense of the need 

forcomewatioh. Furthehnore, wlten space is rented, which is dften the ca& in dtieh like NkW 

York City, tenants face a basic m*kd barrier m that they are unable to make investment 

decisions about en- efficiency features of their buildings. Wherever possible, steps that result 

in mote consumers of electricity and/or natural gas becoming responsible for payingfor the . 

energythey use Should be encouraged. Incentives also need to be designed to overcome the 

more fundamental "principal-agent" barrier so that building owners will consider en- 

efficiency when consmcting a new building or doing major retrofits. The GreeNYC enefgy 

awareness campaign is an example of how government can help create a climate where 

customers can be made aware of the opportunities available to them and how to take advantage 

of pmgmnls and resources in their local amimunitib. 

Mu?iitr%alities 

The role that New York City plans to take advertising energy efficiency opportunities, 

working with existing @ugrams to ensure that fhe needs of the local community are met, s~ld 

leading by example nlake sense for communities of all Sizes. A possible ptograrn design might 

be to dehighate a sum 6f money, tied to savings targets, which would be used to fund @s foots 

" New York City has committed 580milIi6n in ths fiscal year 2008 budget t o M  energy efficiency memum in 
C~ty government bu~ldmgs. 



energy efficiency efforts. Municipalities could present proposals and the best of these would be 

given grants t6 conduct programs and build interest in energy efficiency in their communities. 

Local governments are also critical in building code implementation. They should be 

encouraged to become more active in energy code enforcement. In this process, they could also 

train builders and architects on advanced building design methods and utility/NYSERDA energy 

efficiency programs. 

B. Multi-Year EPS Planning Process 

Achieving the EPS energy efficiency goals will require a thoughtful and sustained multi- 

year planningzffort that is bansparent and enables input from intemsted parties and stakeholders. 

Similar models have been employed in other jurisdictions on the west coast and New England, 

and have evolved into highly successful energy efficiency deliveryoperations. The scope of the 

issues to be addressed in the planning effort is quite broad and will require significant resemh 

and analyses. The issues to be taken up will include the development of baseline planning 

information and assumptions; market research; program monitoring and evaluation; portfol~o 

analysis; program design and delivery; state-wide accounting for energy savings; utility 

performance incentive structures; research and development policies and goals; innovative 

financing initiatives; energy efficiency building codes and appliance standards; outreach and 

education; pricing initiatives; and alignment of programs, policies, and roles. 

The output of the multi-year planning proems would be recommendations to the 

Commission for EPS prognunmatic and funding approvals on atwo or three year budget cycle, 

with the option for mid-course corrections, as appropriate. Using a multi-year planning horizon 

will provide stability of funding while allowing for updates to programs based on how the energy 

efficiency marketplace and available technology develop within the State. 



The Department of Public Service Will serve as the Public Service Commission's 

resource for providing guidance and facilitatioh of the multi-year EPS planning and 

implementation processes. Recommendations emanating from the EPS planning process may 

also have relevance for informing and supporting other State agency processes and initiatives 

which have potential implications for statewide energy efficiency and environmental initiatives, 

as appropriate. Transparency in the multi-year planning effort will be achieved through a 

collaborative planning model with numerous opporhmities for i@ut fiom and conaboration With 

interested parties. 

An Executive Steering Working Gmup (ESWG) could provide a useful support to t h ~  

EPS multi-*ar planning process. Its purpose would be to create and provide guidtuice to 

standing working gronps and ad hoc working groups focused on specific tab and issues. The 

ESWG would establish priorities and arbitrate cross-cutting issues or impasses within and 

between working groups. The ESWG could provide periodic reports to the Commission on the 

status of its activities. 

The collaborative process model will include standing working groups such as: Planning 

and Analysis; Monitoring and Evaluation; Residential Programs; Commercial and Industrial 

hgrams;  Low Income Programs; Institutional and GovemmentaTPrograms; Codes and 

Standards; Education and Outreach; Financing, etc. Each standidg working group could have 

subgroups to address specific programs and issues. 

Using a multi-year planning horizon will provide finding stability for prograinmatic 

funding Jthile allowing for updates to programs based on how the energy efficiency marketplace 

develops. The EPS planning process should be closely ifitegfated with other pIanningpmcesses 

that examine energy requirements and resources statewide. 



By the end of 2008, Commission-approved plans should be in place for EPS 

programmatic initiatives in 2009 and 2010. The plans should include specific program goals, 

budgets, marketing plans, description of the services provided, and clearly articulated roles and 

responsibilities. As part of the planning process, consideration should be given to various ways 

of organizing the energy efficiency delivery system to produce a system that delivers services 

efficiently and cost effectively. Effofis would be made to ensure that service procurement is 

obtained as cost effectively as possible. For example, recommendations could be made to 

consider program delivery alternatives whereby the Commission would issue a request for 

proposals h m  entities that would bid to manage the state-wide energy efficiency program for a 

multi-year period, with the most cost-effective operator that can demonstrate its ability to 

manage the overall portfolio winning the contract, similar to the approach used by Efficiency 

Vermont. 



TV. Energy Ef!iciency F+rograms that Can Be Implemented Quickly 

Achieving the goals of the EPS will require major ificreases in the energy savings 

obtained from energy efficiency programs. In this section of thereport, Staff identifies programs 

with a proven track record for energy effiCiency savings that can be implemented quickly and 

wst effectively. These programs, which we characterize as fast track programs, are categorized 

by customer class and fuel type. Theprogams presented are bded on successful programs with 

a proven ability to produce energy usage reductions in a wst effective manner and can be 

implemented quickly or are needed to address under-served markets. Many are expansions of 

efforts already in place. Others are programs that can be initiated quickly or that are needed to 

address underserved markets. Some are programs that are expected to provide large savings in 

future years that should be piloted soon to maximize savings by 2015. 

Staff recommends that these fast track programs be put in place as quickly as possible in 

2008 to give a rapid boost to energy efficiency savings and awareness while a longer term, more 

comprehensive portfolio planning process is undertaken to thoughtfully and collaboratively 

design a longer term energy efficiency program portfolio. The fast track programs can also 

provide a space of time to more accurately gauge the contribution to achieving the EPS goals that 

can be made by enhancing building codes and appliance standards and by employing other 

financing and procurement options. 

The program areas identified here are not intended to be all-inclusive. Staff expects that 

programs in addition to those listed here will be part of the overall EPS. Staff believes that the 

programs presented here have the potential quickly to place New York on a path to reach the 

EPS targets. More analysis is needed to determine how the fast track program goals should be 

allocated to individual utility service territories; that process may also modify the scale of the 



programs. Staff has not,analyzed the potential for increased deployment of energy efficiency 

programs by the Long Island power Authority (LIPA), the New York Power Authority (NYPA) 

or other entities which are not under the Commission's jurisdiction. Staff expects that there will 

be extensive coordination between LIPA, NYPA, and the Commission's jurisdictional entities to 

ensure consistent implementation of ptograms across the State to the maximum extent possible. 

A preliminary benefit cost analysis has been performed on all of the proposed fast track 

programs, excrept for one, which will require more resertrch and analysis. All of the programs 

analyzed appear to pass the Total Resource Cost Test. Details regarding Staffs analysis are 

included as Attachment 3. 

Staff has provided for discussion, some preliminary thinking on the roles of various 

entities in the delivery of the fast track programs. Achievement of more aggressive energy 

efficiency goals will require greater engagement of the utilities, NYSERDA, and other interested 

parties in the implementation process. Implementation of the pmposedprognuns will also 

necessitate some adjustments to the current SBC portfolio in both scope and scale. 

A. Residential Energy Emciency Programs 

On any given day, when residential customers watch the nears on television or read the 

newspaper, they are likely to encounter information about energy prices, global warming, or 

"green technologies." This infomation is constantly in the media, which makes the present an 

opportune time to get customers to focus on energy saving opporhmities. Below is a listing of 

programs with the potential to produce significant energy efficiency savings. 

1. New Building Construction -Single and Multi-family Housing (electric and gas) 

Current Practice in New York: NYSERDA currently manages two programs that deal with 
new construction for residential housing. These programs,,with estimated cumulative five year 
energy savings for the period 2006-201 1 shown in parentheses, are: New York ENERGY 
STAR@ Labeled Homes (6.5 GWh), and Multi-family New Construction (9 GWh). LIPA also 



operate3 a Resid-tial new Construction program that provides incentives fot achieving the 
Energy Star performance level. 
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New York ENERGY STAR@ LABELED HOMES is an enhanced version of the U.S. 
Environmental Protection Agency's (US EPA) ENERGY STAR@ Labeled Homes program thaf 
provides technical assistance and financial incentives to one-to-four-family home builders and 
Home Energy Ratir i (HERS) raters. 'I am encourages the adoption of energy- 
efficient design feat the selection and i n of high efficiency equipment in new 
construction and substantla1 renovation projects. Participating homes use approximately 30% 
less energy than conventionally-built homes. 
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Multi-family New Construction is assisted by the ResTech program which provides technical 
assistance to building owners in the form of energy asse design and construction 
assistance and loan interest write downs. In addition, th :hensive Energy Management 
hogram (CEM) provides technical and financial incenti.,, L,. installation of advanced 
metering a trol technologies, and conducts several pilot programs to help 
implemenl lectricity pricing. In 2004, NYSERDA began a pilot initiative for 
the c o n s h x c ~ ~ ~ ~ ~  uL c~~G~5r-Gfficient multifamily buildings. A proposal developed by a multi- 
state working group was approved by the U.S. EPA in January 2006. 

Description of Fast Track Program: It is desirable to influence condubtion at tKe edrly stage5 
of building planning and design, including decisions about the building envelope, as well as 
HVAC efficiency, sizing, and ducting to ensure that easily obtained energy efficiency 
opportunities are not overlooked. Efficient homes can be promoted on the basis of energy cost 
savings as well as t1 {ed markc f the resulting structure. The purpose of this 
effort is to increase et penetr: rtisting programs and boost per housing unit 
energy savings. A snon-term program goal is ro capture savings in homes being built now by' . r x  

using practices that will later become mandatory with the revision of the state buildi : for 
energy efficiency. A medium term goal is to support revision of the building code t 
approximate the level of current ENERGY STAR@ New Home Standards, a building coae level 
that has already been adopted by several Long Island towns. Existing programs will also be 
expanded to include additional gas energy efficiency measures. Features of the program will 
include: 

ing codc 
0 

Incentives for build& to Complete houses that meet ENERGY STAR@ standards 
Cooperative marketing of ENERGY STAR@ homes with certified ENERGY STAR@ 
builders 
Establ~sh training and certificate programs for building designers and builders in cooperation 
with architects' and builders' associations 
A pilot program focused on new apartment buildings. 

*' 
Low cost financing (s lower mortgage rate for program ~ d c i ~ a n t s )  
Incentives for incorporation of proven, cost-effectlve renewable technologies such as 
geothermal applications and solar hot water systems. 
Utility incentives to builders/developers, such as reduced connection fees, service upgrades 
such as buried lines. etc. 



Local government incentives such as builder impact fee credits, accelerated permitting and 
code inspections, and property tax abatement 

Real WorM Experience: Accordiig to the U.S. EPA, participation rahs in ENERGY STAR@ 
New Homes programs are as high as about 60% of new homes in some states a 64% in 
Alaska and 57% in Iowa). Program administrators in New Jersey and Vermont estimate 
participation rates of about 25% and 43%, respectively. These programs are reducing energy 
usage by at least 15% relative to prevailing local building codes. An analysis of the costs and 
savings associated with these programs indicates an average total resource cost for the Vermont 
and New Jersey programs of about $6 per million Btu of primary energy savings a gas at the 
furnace or at the power plant). Since residential gas rates in New York averaged about $25 per 
million Btu in the first half of 2007 (and electric rates ate even higher), these programs are 
highly cost effective. 

Benefit/CosfEstlmate for Fast Track Program: 2.0 (through 2012) 

Importance: New construction represents the most i m m t  "lost oppoxtuniw market in that 
it offers a one-time opportunity to design the building with energy efficiency as an important 
goal. Current practices have developed building designs with significant energy savings that can 
be realized at little or no net capital cost because of cost savings in downsized mechanical 
systems. The features that are incorporated have the potential to produce continuing energy 
savings for decades. If this opportunity is missed, it will be much more expensive to retrofit 
thesehomes later. The ~ e w  ~ o r k  ENERGY ST.&@ New Homes is currently reaching 
about 10% of new homes while programs in other leading states have higher market shares of 
over 20%, up to 50%. 

Major Barriers: Builders are unlikely to focus on energy efficiency unless they are encouraged 
to do so because of first cost and construction schedule considerations, uncertainty about 
customer demand, lack of awareness about cost-effective ways to upgrade their homes or 
insufficient incentives to implement energy efficient designs and building techniques. 

Program Delivery: The core program support services can be developed and administered by 
NYSERDA. The potential to use utilities, municipalities, etc. as front line marketers for the 
program needs to be further explored. There are-numerous opportunities for partnerships with 
builders, builders' associations, and installers, and manufacturers of energy efficient equipment. 
Realtors should be encouraged to promote energy efficient homes, perhaps through a rating 
system that values the energy efficiency of the dwelling. Opportunities to more aggressively 
market new technologies through a new homes program, such as high efficiency lighting and 
appliances, geo-thermal HVAC systems, and passive and active solar technologies needs to be 
more fully explored, including how these technologies could contribute to long terms goals of 
developing zero net energy  dwelling^.'^ 

A m energy building (ZEB) or zero net energy building is a tcnn applied to a building with a net emrgy 
consumption of zero over a typical year. Th~s can be measured m different ways (relahng to cost, energy, or 
carbon emissions). 



2. Statewide Residential Point-of-Sale'Lightfag Progfam (electric) 

Current Practice in New York: LIPA runs a residential lighting and appliances program that 
coordinates with programs undertaken by the Northeast Energy Ef Partnership (NEEP) 
and NYSERDA initiatives to make high-efficiency products avail: sidential customers. 
LIPA's program offers consumers rebates to lower the price premiums for lighting and efficient 
washing machines. It also provides marketing and traini~ nce to retailers to make 
stocking and selling efficient products easier for them. 
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During the period 1999-2007 NYSERDA has run a program for residential lighting focused on 
market transformation. The program partners with retailers for increased stocking of compact 
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fluorescent lamps (CFLs) and tipro&ote these products in stores. The program also includes an 
extensive Energy St, ing campaign, in association with efforts to promote efficient 
appliances. These s substantially increased use of CFLs in New York State, with 
evaluations showing ms av=lage of 1.5 CFLs sold per New York State household in 2005. The " 

program only makes ~artnering ure manufacturers to cost- 
share incentives paic tures that 

, , .  

Descriptio 'rogram: The Statewide Residential Lighting program will covet 
residential expanded efforts to increase CFL sales, and a significant emphasis 
on lighting imrtuco rlrar ussigned for pin-based compact fluorescent bulbs. Staff believes that 
accelerated and stepped-up efforts are needed to increase the annual number of CFLr :d 
to more than 3.0 per household per year. This could be achieved through increased 1 
with manufacturers to provide incentives to retailers for CFL bulbs and fixtures sold. - 
providing i ; to retailers, they c .oducts to consumers for a lower price. The 
PrWa"' W clude significantly i marketing efforts. More retail channels can be 
developed m u  opened with this approacn slnce the manufacturers' reach is much broader than 
other market actors. 

' 8  

Through these efforts to ouy down the cost of energy errlclenr ugnting products, cusl 
would rece : o u t  of a ltely $5 to $10 per unit for hardwired indoor or outdoor 
lighting fix well as a ~unt for torchiere floor lamps. Discounts for CFLs would ' 

vary depenaing on the type ot . . _he program has cross-cutting attributes in that some 
lighting products go to non-residential facilities by virtue of the open market nature of the retail 
outlet approach. 

. . 

All qualify d be ENERGY ST eled. There are at 1 
manufactux cipated in such ups iidential lighting PI 
Broada Lighting; Buttalo Llte; Dura Lamp; Feit Electnc Company; General blectnc; Cireenl~te 
Corporation; Lights of America; Maxlite; Osram Sylvania; Sunpark Electronics Corp.; Sunrise ,. 
Lighting, Inc.; Technical Consumer Products Inc.; ULighting America and USPAR Enterprises 
Inc. 
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Potential Enhancements: One other component that could be considered is short-term coupons 
provided directly to consumers with their electric bills. Such coupons would be good for only a 
few months (so as not to create long-term disturbances in the marketplace) and would be timed 



to coincide with major campaigns ts increase stocking in retail stores (j.e- stores would receive 
advance notice of the campaign so that they can stock sufficient product). 

Some utilities have had success with issuance of a lighting catalog, either in hard copy or on-line, 
that includes hard-to-find fixtures and bulbs. Items in the catalog wuld have subsidized pricing 
to make their use especially attractive to customers. 

Real World Experience: In California the statewide SingleFamily Energy Efficiency Rebates 
(SFEER) program provides rebates on various home improvement products. The Upstream 
Lighting element resulted in the sale of 5,560,000 energy saving lighting products through 190 
retailers or chains. In the northwest (Washington, Oregon, Idaho, and Montana) more than 10 
million CFLs were sold in 2006, strongly pushed by a decade-long market transformation 
strategy. Current programs emphasize expanding availability in grocery, drug, and hardware 
stores and reducing CFL prices in these outlets. The Northwest expects to raise regional sales to 
23 million in 2009. 

BenefiffCost Estimate for Fast Track Program: Lighting Fixtures 1.8 (through 2012) 
Bulbs 6.5 (through 2012) 

Impottaace: This p r o m  has a proven track record of stimnfating sales for energy efficient 
lighting. Switching to more energy efficient lighting is an easy step for customers to take that, in 
the aggregate, can have a significant impact on energy usage. Energy efficient lighting programs 
can be used as a stepping stone to get customers interested in additional energy efficiency 
opportunities. 

Maior Barriers: Setting uo a delivery system with the manufacturers and retailers will take " - .  - - 
some time and effort. Before implementing a large lighting campaign, it is important to ensure 
that the product is of high quality and that there is adequate product availability. Otherwise, the 

could lead to customer dissatisfaction and the impression that using energy efficiency 
~roducts means gettine, bv with lower levels of service or auality. Customer inertia is also a 
barrier. showing cu~t&~ers the difference in energy usage via graphic displays is a powerfil 
way to get customers' attention and persuade them to take action. Proper disposal of CFLs, 
which contain trace amounts of mercury, also needs to be addressed as part of the program 
design. Staff will work with the Department of Environmental Conservation to prepare a 
workable solution. 

Program Delivery: Mass market, product specific programs lend themselves to a statewide 
centralized administration, since the program needs to be identical for all participating 
manufacturers and retailers. NYSERDA is well equipped to fulfill this role, working closely 
with retailers and manufacturers. A turn-key third party with demonstrated experience in 
delivering residential lighting mass market programs could also be employed. Utilities can 
provide assistance in making customers aware of the existence of these programs. 



3. Residedtial Central Air Condiflohing - Efficient Equipment and Quality Installition 
(electric) 

Current Practice in New York: ZIPA's residential new constmction p r o m  offers financial 
incentives for central air conditioning that reaches ENERGY STARB performance. It offers full 
incremental cost incentives for homes with both central cooling and either electric or gas heat. 
Partial incremental ntives are offered central air conditioning or 
without gas or elect As part of its Resi iciency program, LIPA offers. ' 
financial incentives for customers buying high efficiency central electric cooling; efficiency 
standards igned to 1 neighboring New. lities 
and HVA( lcumental ~g and installation. 
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Description of Fast Track Program: This program ad 
peak demand downstate - residential central air conditic 

me of the major contn%utors to 
le program will promote use of . - 

ENERGY STARB air conditioners (and even more effi~,,,., ,..,s) when new equipment is being 
purchased and emphasize quality installation. Qualified heat pumps would also be included. 
Program components include cooperative advertising with air conditioning distributors and 
contractors, training for salespersons on up-selling for high efficiency, financial incentives for 
high efficiency units, training for contractors in quality installation (such as proper sizing, 
refrigerant charge and airflow, and duct sealing), and certification of quality installers based on 
both training and quality-control procedures using the Check-Me protocols (now being used by 
LIPA). This program will e: 11 prograt :land and New Jersey 
and will focus on downstate ses less a1 I there is that danger 
that upstate promotions coula increase sales 01 central alr conairlonlng systems). The U.S. EPA 
ENERGY STARB loped training prog salespersons that can be used 
and is currently pilc promote and certil installations in conjunction ' 
with local partners. 
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Real World Exper lew Jersey has run a prograr type since 1999. It provides 
training for contractors, requires sizing calculations (to reduce the prevalence of over-sizing), 
and provides rebates for high-efficien I rebates i 
increases. In 2006, participating custc ~r about I 
conditioners sold in the state. In earlier years, participation was even tugher (as lngh as 30%) but 
participation declined in 2006 when new federal efficiency standards, that substantially raised 
the baseline, took effect. On Long Island, LIPA runs a similar program. However, the LIPA 
program takes an additional step that significantly increases energy savings. It requires 
contractors to collect key data from the installation and report these via phone to a central 
location where the data are run through several algorithms to make sure the unit is correctly 
installed. If the checks are out of normal bounds, the contractor is given information that it can 
use to improve the installatic i0 
for these quality installations w 
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BenefiWost Estimate for Fast Track Program: 1.7 (through 2012) 
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Importance: In some portions of the State, residential central air conditioning is the largest 
contributor to peak demand. More efficient air conditioning can reduce energy use and peak 
demand by 7-19% and quality installation can add about another 10% savings. 

Barriers: Many contractors compete on first cost and sell the least efficient equipment allowed 
under federal appliance standards. In order to keep costs down, contractors may quickly install 
systems without paying attention to details so that they can move on to the next job. 
Salespersons and installers often lack training in how to best do their jobs. Programs for 
contractor certification and training will need to be established with mechanisms for follow-up 
quality assurance. Customers are not well-informed about the potential operating cost savings 
that can result and do not demand more efficient, quality installations. 

Program Delivery: LEA is currently operating a program similar to the one described here. 
Expansion of this program to other downstate areas could be done by either NYSERDA or Con 
Edison and Orange and Rockland. These efforts need to be coordinated with the LIPA program 
and perhaps also with the program in northern New Jersey. Use should be made of ENERGY 
STAR@ experience and materials. 

4. Home Performance with ENERGY STAR@ (elect~ic and gas) 

Current Practice in New Yark: Home Performance with ENERGY STAR@ is intended to 
implement comprehensive energy efficiency-related improvements and technologies by qualified 
contractors. The program increases the capacity and expertise of home improvement contractors 
through training, certification of individual techni~ians,~and accreditation of firms. Included in 
the comprehensive improvements offered by the program are building shell measure, heating and 
cooling measures, electric measures, and health and safety features. Participating homes 
typically reduce their energy use by 25-30%. This is projected to Have 15.8 GWh over 
the period 2006-201 1. 

Description of Fast Track Program: The current program is budget limited and not heavily 
promoted. This fast track effort will seek to more than double the size of the program over a 
five-year period with an increased focus on measures that produce natural gas savings. Increased 
promotion, contractor training, and budgets will be increased so that the program can increase 
from an estimated 4,500 homes in 2007 to 12,000 home completions by 2012. The majority of 
the expansion will take place upstate where colder weather makes the program particularly 
attmctive and where there are more contactors experienced with program procedures. However, 
the program will continue to devote substantial resources to increasing the number of contractors 
operating downstate. 

BenefiiCost Estimate for Fast Track Program: 1.2 (through 2012) 

Importance: New York has millions of eligible homes. This expanded program will allow 
more homes to be served and achieve the substantial energy and bill savings, and comfort 
benefits of the program. 
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Majar Bartiers: Many corn ~ific oppor&unities to improve thdr 
homes to reduce energy usag ey also do not h o w  where to go to find 
contractors they can trust. The up-front costs to consumers to make these changes to their 
housing are considerable. 

Program Delivery: NYSERDA is already running this program and is the logical agency to 
oversee this expansion. Contractors, utilities, and municipalities can help with prom 
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Current P New York: NYSERDA's residential programs that focus on whole 
building app t~ab~~cs  a multi-family buildings, Home Performance with ENERGY STARQ 
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Description of Fast Track Program: This program will provide a simpler, lower cost option 
than Home Performance with ENERGY STAR@ for weatherization services. Home 
Performance tends to target the remodeling markct (although it includes some retrofit jobs); this 
program will offer a package of home enerw-savings services, including: 
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Examples of this ty the Home Perfon th ENERGY STARB program 
offered through NY~EKUA or ~eybpan's Residential Weatnenzation Program in Massachusetts 
and New Hampshire (KeySpan proposes in its current rate filing to copy its New England 
programs in its New York markets). 

Real World Experience: The HomeEnergy S o l h i o n m S )  prbgr&n offer& joint19 by gas and 
electric utilities in Connecticut provides the same services as the proposed New York program. 
Customers with gas and electric-heated homes are serviced for free; oillpropane heated homes 
are charged a co-pay of $200. Customers pay for insulation, minus the utility-provided rebates. 
There are currently 17 crews partlc~pating in the program that have been trained and are working 
in the field. Customer surveys have been hlghly favorable since the launch of the program in 
2007. 



BeuefitICost Estimatefor Fast Track Program: 1.2 (through 2012) 

Importance: Since there is a considerable stock af existing housing with gas heat (mom than 4 
million units in the state) and since Home Performance with ENERGY STARKC is only serving 
about 4,500 homes per year, there is a substantial untapped potential for this program. 

Major Barriers: Most consumers are unaware of the opportunities for reducing energy use 
through air and duct sealing. They also do not know where to look for contractors experienced 
in providing these services. The up-front costs to consumers to make these changes to their 
housing are also considerable, creating a barrier for many homeowners. In addition, many 
consumers will not replace a fiunace or water heater until the current one is no longer able to 
function, so it is important to catch their attention at the time they need to make a decision. 

Program Delivery: NYSERDA is already operating the Home Performance with ENERGY 
STARKC Program. It could also offer this "Home Performance Lite" program. Alternatively, 
natural gas utilities could take the lead. In either case, there should be joint marketing of the 
Home Performance and "Lite" programs so homeowners can choose the best option for them 
W L i t e "  gives roughly 10% energy savings; "Home Performance" is better with roughly 25- 
30% savings). Also, referrals should be made between "Lite" and the full Home Performance 
program to encourage additional savings and address home problems not addressed by "Lite". 
Contractor training is essential, so that they can provide quality installations and refer customers 
to this program. 

6. Residentla1 Eficient Appliances and Equipment Purchases Progam (gas) 

Current Practice in New York: Camntly, New York energy efficiency program providers are 
not offering a point of sale program for residential gas appliances and equipment. 

Description of Fast Track F'rogram: This program will promote efficient b a c e s ,  boilers, 
water heaters, clothes washers (most of their energy use is for hot water), solar hot water 
technology, and hot water conservation measures. Measures promoted will include efficient gas 
furnaces and boilers (meeting ENERGY STARB levels), efficient new water heaters (including 
efficient tank-type units as well as even more efficient direct-vent, indirect, condensing and 
instantaneous water heaters), efficient clothes washers (significantly exceeding ENERGY 
STAR@ requirements)'9, low-flow showerheads, and faucet aerators. Three mechamsms will be 
used to promote these measures: (1) point-of-sale rebates for retail sale of efficient products; (2) 
marketing training for heating contractors and plumbers and rebates to these trade allies for 
efficient equipment they sell; and (3) discounted sales of low-flow showerheads, faucet aerators 
and tank wraps via the Internet and mail order. 

Real World Experience: Keyspan's High Efficiency heating program, which is jointly 
operated with the Regional GasNetworks program, has been running since 2002. The program 

19 Incentives will probably not be aecdedfor clothes washers since there is a very good chance that Congress will 
establish fairly generous federal tax incentives for the most efficient clothes washers. Legislation has passed the 
House of Representatives and has been reported out of the Senate Finance Committee. 



aims to increase the demand for residential high-efficiency heating equipment by offering 
participants financial incentives for the purchase of efficient furnaces and boilers, and providing 
training to trade allies. Nearly 7,000 residential customers participated in the program In 2005. 
In the same year, the program achieve1 12,193 therms with 
benefit/cost ratio of 3.67. In 2007, res re eligible for a re1 I to.' 
$500 for high-efficiency furnaces and boilers. The Hlgh Efficlency Water Heating program, also 
a part of the Regional GasNehvorks Program, achieved natural gas savings of 91,245 therms and 
a benefithost ratio of 1.90 in 2005. Nearly 1,200 customers received $300 rebates for high 
efficiency water heaters, encouraging the purchase of and customer awareness of both indirect 
and tankler 
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Importauc e heating is the largest use of natural gas in residential applications and water 
heating is t , , ~  acbvtd largest use. 

Major Barriers: Efficient equipment is more costly than conventional equipment. Many 
contractors and plumbers compete on first cost and do not try to "up-sell" to more efficient 
equipment. Also, cc tend to replace equipment only wher 
when equipment fail s only a brief period to influence the 
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Program Delivery: The program needs to be developed on a statewide basis so that qualifying 
equipment and rebate levels are the same since many participating contractors and retailers work 
across utility system boundaries. NYSERDA should plav some role since it currently offers 
ENERGY STAR@ 1 rograms. in other E .ently offc ns of this 
type, whch involve >r new sp vater heat ~ment and :w York 
utilities have proposea to orrer these programs In the future. 1 nls program neeas ro be 
coordinated with thf d Residential Central Air Conditioning Program since many of the 
same HVAC contrac be involved in both. 
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7. Low Income Residential Energy Efficiency and Weatherization (electric and gas) 

Current Practice In New York: The New York State Division of Housing and Community 
Renewal administers a program that uses the federally-funded Weatherization Assist 
Program (WAP) to provide weatherization services to low income customers in all CI I 

New York State. The program is designed to obtain heating cost savings regardless c. ..._ 
heating fuel used, and to remediate health and safety problems found in the residences served. 
Due to limited funding, priority for servrces is given to the elderly, households with children, 
persons with disabilities, and those w~th  high fuel costs. The WAP program currently serves 
about 12,000 households annually with a budget of $55 n n additior U)A uses 
electric SBC funds to run several programs for I income CI Major 
programs include: 

Empower New York - A program for low-income households that provides 
weatherization and energy efficiency services, coordinated with the WAP. Empower 
New York was designed to provide bill-reducing energy efficiency services to low 



income customers who are participating in electric utility low-income payment assistance 
programs, and it also accepts some referrals of other income-eligible households. The 
program's primary focus is on achieving electricity savings.'' It has a budget of $9.9 
million per year until 201 1 and has an annual goal to serve 6,300 households. EmPower 
New York is expected to provide 5 1.1 MWh of electricity savings during the period 
2006-201 1. 
Assisted Home Performance with ENERGY S T A R S  A variation of the Home 
Performance with ENERGY STAR@, but with extra financial incentives and assistance 
to serve the needs of moderate-income households. 
Buying Strategies - Discounts on heating oil and heating system preventive maintenance 
services. This also includes technical assistance on heating equipment repair and 
replacement. 
Energy Awareness - Workshops and other outreach strategies in low-income 
communities. 

Description of Fast Track Program: Energy efficiency and weatherization services will be 
provided to eligible low-income households by expanding two existing programs - DHCR's 
Weatherization Assistance Program (WAP) and NYSERDA's EmPower New York program. 
Both programs contract with community groups across the state to provide these services. There 
is a large overlap in contractors between the two programs and there is coordination in the 
operation of the programs to promote complementary and timely services to households. 
Expansion of the WAP program will allow more households to be served, including some 
households not targeted by EmPower New York. Staff is projecting a 50% increase in homes 
served in year three and thereafter, with a ramp-up in years one and two. Expansion of 
EmPower New York will allow additional services to be provided to WAP participants beyond 
the WAP services and also targets payment-troubled customers. The two programs together 
provide a good set of services for the low income sector. 

Under the WAP program, blower door assisted audits will be used to identify air-sealing 
opportunities. A whole-house approach will be used with a goal of providing all cost-effective 
electric and gas energy saving measures, including insulation, weather stripping, caulking, space 
and water heating systems repair and replacement, and electric lighting and appliance 
replacement with ENERGY STARB fixtures and appliances. The EmPower New York program 
provides additional services not covered by WAP, with an emphasis on measures that save 
electricity. For both programs, an eligibility criterion will be used that is the same as that used 
for the current WAP and EmPower New York programs, as well as the HEAP program; 
household income must be at or below 60% of the state median, adjusted for family size. 
Service will be provided at no cost to participants. 

Real World Experience: Both the EmFower New York and WAP programs have extensive 
experience. The EmPower program, for example, has been recognized by the American Council 
for an Energy-Efficient Economy as one of the U.S.'s most exemplary low-income programs. 

" EmPower New York also has been used as a vehicle to deliver gas efficiency improvements to low-income gas 
heating customrs with separate utility finding outside the SBC under National Grid's Low Income Gas 
Efficiency Program, approved in Cases 05-G-0668 and 07-G-0733. 
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Another example of successful services in this sector is Connecticut Light & Power Company's 
Weatherization Residential Assistance Program (WRAP), which in 2006 helped 10,192 low- 
income customers save energy and improve living comfort. 2006 WRAP program energy 
savings were 10,814 MWh, yielding a peak load reduction of 1.4 MW. Similarly, United 
Illuminating Company's UI Helps low income program served 6,500 customers and saved 8,105 
MWh and reduced peak loads by 1.1 MW. And, Southern California Edison's Low-Income 
energy efficiency program served 53,017 low-income customers. Energy savings were 26,753 
MWh and peak load reduction was 5.8 MW. 

BenefitICost Estimate for Fast Track Program:Expand EmPower NewYork 2.5 through 2012 
Expand WAP 1.2 through 2012 

Importance: There are approximately 2.2 million low-income homeholds statewide that meet 
the family income criterion described above. Current programs serve only a small fraction of . . 

those that are eligible. 

The Commission Order initiating the EPS case states that the AW and parties should: 

Develop energy efficiency programs to ensure all New Yorkers, especially those with 
low incomes, have the opportunity to benefit from lower bills resulting from lowered 
usage and consider environmental justice concerns in program design. 

Low-income families tend to live in older building stock that was built when energy was far less 
expensive and that has been less well maintained and is generally less energy efficient than other 
housing in luently, there is a 1; ntial for cost-effective savin 
household :awe existing prog unable to serve all eligible I E as 
a result of lnaaequare runaing, expanding applicarlon 01 existing programs is an oppomnlry ro 
use this large energy efficiency resource and to rve this segment of the population. The 
program will produce additional, non-energy bt ~ c h  as improved housing stock and better 
health and safety conditions for low-income resiaents. 
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Also, low income families tend to spend a larger portion of their total income on energy costs 
and can be at risk of losing utility service because they can not afford their energy bills. Energy 
efficiency and weatherization programs are among the most effective long-term strategies for 
making energy bills more affordable for low-income New Yorkers. 
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Further, programs for low-income customers PI ~ t a l  justice. Parties in this case 
have commented that EPS programs can promo ustice by ensuring that 
customers that otherwise cannot afford to make bill-saving energy efficiency improvements, and 
those that have traditionally borne a disproportionate share of the environmental cost of energy 
generation, distribution and use, receive services under EPS programs. Some parties have 
specifically urged that the EPS program should address the long waiting lists for WAP program 
services that currently exist in many parts of the state. The program can, therefore, effectively 
serve multiple policy goals. 



Major Barriers: Lack of timely, accurate infomation about cost-effective energy savings 
opportnnities, a banier in all residential settings, applies to the low-income marketplace and the 
problems caused by this barrier are exacerbated by limited ability to finance these improvements. 
Low-income families are less able than others to afford investments in even the most cost- 
effective energy efficiency measures despite the potential for net energy bill savings over the 
long run. Landlords of apartment buildings may not be able to recover the energy efficiency 
investment costs in acceptable time frames without making rents unaffordable for tenants. The 
nature of the "split incentive" problems depends on whether utility costs are included in rents. 

Currently, access to funding needed to provide low income energy efficiency programs is a 
major impediment to fully addressing the needs of the targeted customer sector. For example, 
waiting lists of two or more years for WAP services are common in many parts of the State. 

Program Delivery: Both NYSERDA and the Division of Housing and Community Renewal 
have established statewide networks to deliver services to the targeted sector and both should - 
continue these programs with expanded funding to serve more households. These programs 
employ Independent Energy Efficiency Service Providers, including community-based 
organizations, to install the energy efficiency measures. 

8. New York City Apartment Building Energy EMcient Program Design (electric and gas) 

C n m t  Practice in New York: Currently, NYSERDA operates several programs targeting 
multifamily buildings, but these mostly serve townhouses and low-rise buildings. There is no 
current ~ e &  York energy efficiency targeting high-rise apartment buildings. While this 
program does not exist in the form presented here, it is needed to address an underserved market 
in New York City. 

Description of Fast Track Program: The program will include the following features: 

Incentive payments for specific measures: 
9 Common area lighting 
9 Efficient air conditioning or combined heat and cooling units 
9 Gas heating or water heating efficiency upgrades 
9 Recommissioning measures 
9 Customized incentive for the installation of a combined heat and power unit, 

where a minimum of 60% of the waste heat can be utilized on average, or for 
solar installations 

Other program features could include: 
9 Free low-cost measures at the individual aparbnent level using a ''blitz" approach 

in which the program notifies tenants in advance of the date and time of the visit 
and then goes door-to-door on the appointed day to deliver services, such as free 
CFLs and low flow showerheads and faucet aerators. 

> For buildings with room air conditioners, bulk purchases of replacement 
ENERGY STAR@ (or even higher efficiency 1evel)air conditioners, provided to 
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6 The following participation requirements will apply 
9 For coops and condos, the governing board has the clear authority fo execute a 

project agreement without requiring individual owner consent or voting. 
Alternatively, a rental property can demonstrate that there is unlikely to be a 
tenant originated or other legal impediment to project initiation and completion. 

9 Payment of 50% of the project assessment costs upfront. If 60% of the identified 
savings are covered in an executed project agreement, then the building's share of 
the assessment cost will be returned at the completion of the project. 
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Importance: There are more than 82,000 multi-family apartment buildings, including coops and 
condos, in the metropolitan New York City area that have been undersewed by existing energy 
efficiency programs. 

Major Barriers: Since this is a new initiative, outreach and education for building owners and 
occupants of the target market will be essential. 

Program Delivery: The possibility of implementing the program through the New York City 
Economic Development Authority (NYCEDC) should be explored. The NYCEDC currently 
does work with the City's real estate interests and oversees redevelopment projects within the 
City and, therefore, understands the unique aspects of undertaking such projects in the City. 
NYSERDA and the local utilities could provide support for program planning and 
implementation. If it turns out that it is not feasible for NYCEDC to undertake the effort, then 
NYSERDA, the util ty entity could be I d for the lead administrative 
role. 
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B. CommeWial and Industriat Energy Efficiency Programs 

Energy efficiency programs for commercial and indushial customers typically have a 

much lower average cost per Kwh than programs for other customer classes;especially m 

retrofit market segments. Programs that increase energy efficiency in commercial and industrial 

applications have an enormous potential to result in significant cost-effective energy efficiency 

savings thrlt will need to be addressed to enable New York to achieve its EPS targets. For 

instance, the New York Energy $mart commerciiil and industrial programs use 34.6% of the SBC 

fimding, yet ~IE adrieving 76% af the GWh savings and have the highestbenefithst ratios. The 

keys to enmuraging customer participation m these programs are taking advantage of 1 

opporturiitieb to let cn~tamers h o w  that assistance is available and making it stmightforward for 

customers to participate. Small commercial and industrial customers are concerned with 

payback periods and upfront investments, so low interest loan programs or on-bill financing can 

be effective methods for encouraging customer participation. TkeNYPA approach of aturnkey 

program thatincludes energy audits, design services, construction, and project management 

services, with access to low cost financing, is an especially appmpriate methodology for these 

customers. 

Below is a list of fast track programs for commercial and indastrial applications that can 

be designed to be implemented in 2008. 

1. New Commercial BnildEngs -"Whole BaildingDesignn (electric and gas) 

Current Praeticein New York: NYSERDA has avroeram called H i d  Performance New * - 
Buildings that aims at creating long-term changes in design practices by integrating energy 
efficiency and green building concepts into new building designs. The program offers a 
performance-b&ed approach in which incentives are d e k i n e d  by total electricity savings and 
are tiered to reward progressively better designs. Through design team incentives and 
recognition, the program promotes green building projects as well as projects planned for 
Leadership in Energy and Environmental Design (LEED) certification. 



Description: The goal of the whole building design approach is to create a highphformante 
energy efficient building by applying an integrated team approach during the project planning, 
design and construction phases. One aspect of the program will be to focus on achieving 
savings of around 30% per building, a level of performance that ASHRAE is targeting for its 
2010 model building code. By familiarizing developers, architects, and engineers with this level 
of performance, New York can be an early adopter of the new ASHRAE standard. Incorporation 
of renewable technologies, such as geothermal installations, can help achieve the target savings 
levels. 
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Real World Experience: Two of the leading programs in the country are operated in the 
neighboring states of Massachusetts and Connecticut - the National Grid Design 2000 Plus and 
the NU/UI Energy Consc~ous Blueprint. Evaluations a few years ago showed that Design 2000 
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BenefitICost Estimate for Fast Track Program: 3.9 (through 2012) 

Importance: Business& ilnd institutional sectors account for about 50% of NY's primary 
energy use. Whole building design approaches reduce the "lost opportunities" for incorporating 
energy efficient eauipment and energy svstems in new buildings. Desiminr! buildings to take 
advantage 
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Major Barriers: As in all new Buildings markets, the principal-agent problem typically splits 
the builder's incentive to minimize first costs from the final occupant's incentive to minimize 
total occupancy costs. In addition, the fragmentation of the construction industry limits 
optimizing building design and performance because the various energy-related components are 
rarely desil to work m. Getting the key playersldecision makers to the table 
early in the is essenti whole building design approach. In add~tion, adequate 
infrastructure (experienced and knowledgeable technical support in the various planning, design 
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support to aggressively promote these programs to capture the energy savings potential for all 
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new commercial building construction). The roles that utilities and municipalities can play in 
program marketing needs to be explored. A program feature should be promoting these 
programs early in the planning phase to key customers in their service territories and offering 
assistance to the customer. 

2. Small Besiness Direct Installation Program (electric and gas) 

Current Practice in New York: There is no comparable direct installation program currently 
being offered in New York. However, LIPA has had experience with a program that involved 
extensive use of independent providers to install energy efficiency measures; LIPA's experiences 
should be considered when preparing the program design. 

Description: This program will deliver energy efficient hardware remfits for electric and gas 
customers, targeting small comrnerciaYindustria1 customers with monthly peak demand or 
energy usage less than a designated amount. Eligible customers would be reached through a 
combination of direct outreach by contractors and utility customer representatives. Measures to 
be addressed in this type of program typically include lighting and selected refigeration 
maintenance. Some programs pay 100% of the cost of measures, other require some customer 
cost sharing. The former has higher participation; the latter has lower costs. Additional research 
is needed before a recommendation on the best approach can be made. This concept could also 
be extended to include gas energy efficiency measures. 

The energy efficiency provider, typically a utility, would work through a set of approved 
contractors and third-party implementers who are empowered to promote, enroll, and audit 
qualified customers to the program and to install measures at reduced or no cost to participants. 
On bill financing or low cost loans could also be included as part of this program. This 
combination of a dedicated delivery mechanism providing low cost installation and using local 
contractors and community agencies creates a powerful engine to encourage participation by 
historically non-participating customers. 

Real World Experience: Two of the leading programs are operated in the neighboring states of 
Massachusetts and Connecticut. The Massachusetts program pays nearly all measure costs and, - - 

over a decade, servedmore than 30% of eligible customers at& average cost of saved energy of 
just over 4 cents per KWh. 

Conneeticat Light and Power ( C W )  mns the Small Business Energy Advantage Program, 
which provides turnkey, energy-saving products and services for small business customers. 
CL&P pays substantial incentives (50% of installed cost) for retrofit lighting measures and other 
eligible energy-efficiency measures and offers on-bill 0% financing for the remaining 50%, 
which lowers the cost to the utility to about 2 cents per Kwh. The program targets all business 
customers with an average 12 month peak demand of between 10 KW and 200kW, with an 
emphasis on customers with loads below 50 kW. CP&L goes out to bid every two years and 
generally receives 50-60 contractor proposals. Contractors are asked to bid on 200-300 retrofit 
scenarios. Contractors must market the program, have varied geographic coverage, possess 
technical expertise, and provide a minimum number of leads and projects per month. Contractor 
performance is monitored quarterly and trends evaluated. Project costs can be as high as $30,000 



with a projefl average of $t 0,000. The most recent year's prosram activity saw 900 projects 
completed Program annual budgets range from $2.9-$3.1 million, but motivated contractors and 
interested customers oversubscribe the project. In 2006, the program saved approximately 
518,159 MWh and reduced peak loads by 3.2 MW. 

Southern California Edison has a direct installation progan with a 2006-2008 project p'6gram 
budget of $48.4 million. Proiected promam impacts are estimated at 348,848 MWh and the 

cost effectiveness, i s  stated b i a  Program Administrator Cost test ratio, is 3.82. The 
Program Administrator Cost compares the same quantifiable life-cycle benefits against 
implementation costs as NYSERDA's Program-Efficiency Test. In 2006, the progra 
62,706 MWh and reduced peak load by 9.6 MW." 
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Program Delivery: This program would be administered by utilities, working with installation 
contractors that offer turnkey partnerships with local governments, community based 
organizations, and other selected organizations. - 
3. Solicitation to Meet Need for a Block of Energy Efficiency Funds (electric and gas) 

Corrkrtt Practice in N m  York: There is no camparable program currently tieing dffered in' 
New York 
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Description: This program, designed primarily for industrial applications,would desighate I '. 

block of money available for bidders to compete to obtain incentives with innovative project 
proposals. Qualifications and bid requirements explaining what would be accepted could be 
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jump start to stimulate interest in energy efficiency opportunities and to encourage creative 
approaches. Participation will also be affected by other retrofit programs offered at the same 
time, such as CA Performance and Flex Tech. 

Real Wwld Experience: Northeast Utilities ran this program h m  2000-2003, achieving 
savings of about 130 GWh and 13 MW from about 100 projects. The cost per lifetime KWh 
saved ranged from 1-1.5 cents. 

BenefiffCost Estimate for Fast Track Program: 3.3 (through 2012) 

Importance: This could be a mechanism for getting significant energy savings measures in 
place quickly. Once short term goals are achieved, the program could be discontinued. 

Major Barriers: Certain types of programs, such as lighting programs, are low cost rmd easy to 
achieve and could become the bulk of the program offerings. To encourage other types of ideas, 
the program announcement could include stipulations such as no more than 70% of the savings 
can come from lighting measures. Third party measurement and verification will be essential to 
ensure that measures have been installed properly and that expected savings have been achieved. 

Program Delivery: This program is well suited to delivery by utilities or NYSERDA. Bids will 
likely come from ESCOs, and other third party vendors. Customers could be among the bidders 
for this program. The amount put out for bid could be scaled up or down depending on the pace 
needed to meet m a  or service tenitory specific goals and the performance of the program in 
relation to other options. 

4. Commercial BniWiag Retro-cvmmissioming (electric and gas) 

Current Practice in New York: NYSERDA cwrently offers the enhanced 
Commercial/Industxial Performance Program which offers several strategies to  mist customers 
in obtaining financial incentives for energy efficiency projects. The program is divided into 
three tiers: Tier I offers pre-qualified incentives for the purchase and installation of energy- 
efficient equipment such as lighting and controls, motors, HVAC equipment, variable-speed 
drives, commercial refrigeration, and kitchen equipment. Tier I1 enables eligible participants to 
receive incentives based on KWh saved through the installation of energy efficiency measures. 
A technical engineering analysis of the energy savings is required. Tier 111 provides 
performance-based financial incentives to contractorslenergy service companies who implement 
energy efficiency projects for eligible customers. 

Descrij&~~: This program willassist building owners and property management companies for 
large commercial buildings to tune up building systems and initiate on-going operations and 
maintenance programs. The tune up process, often called retro-commissioning, is somewhat 
similar to new building commissioning, but is designed for existing buildings. Opportunities 
abound to promote efficient lighting, advanced building controls, building management systems, 
advanced heating, ventilation and air conditioning (HVAC) system, and other energy efficiency 
measures. Customers will be made aware of energy efficiency opportunities available to them 
and will be offered support in installing cost effective measures. 



I to assess . . The program will include initial scoping studies ; whether a building is a good candidate 
for retro-commissioning (using procedures developea in a recent NYSERDA pilot program), 
commissio ices for buildings where appropriate, using experienced commissioning 
providers, and financial assistance for implementing commissioning recommendations, 
assistance developing on-going operations and maintenance procedures, and building operator 
training and certification (a p iat has been very successful in New England and other 
regions and has recently been n New York). 
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Real World Experience: Centerpoint Energy (serving greater Houston) began its Retro- 
Commissioning Program in 2004, successfully completing five projects and meeting its energy 
savings and cost-effectiveness goals. The program targets buildings that are 300-400 thousand 
square feet and have a high energy-use per square foot. The facility owner must be willing to 
commit to implementing aminimum of $10,000 in efficiency measures. Managed by a third 
party administrator (Nexant, Inc.), the program provides participants with a free planning phase 
engineering study and a detailed investigation study. Ho )mpleting impleme f 
the project is the responsibility of the building ownerlfac :sentative. Sixteen 
were completed in 2005 and another 15 projects were tak,,, ,., .,, 2006. Completed ,., .,.,,ied 
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Xcel Energy's Recommlssloning program is an example of another successful model. The 
program covers up to 50% of the recommissioning study cost through incentives (up to $15,000) 
and provides rebates of up to $200 per KW for implementing measures (for measures with a 1-1 5 
year payback). In 2006, its program that operates in Min IS achieve fective 
savings of 1,455 kW, over 12 million Kwh in electricity and natur rings of .~ 
nearly 64,000 MCF. Thirty-five buildings implemented nlcasures to achieve mese savines. 
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since many buildings are not prop&ly maintainea. x vanery or previous stuales nave foundthat 
retro-commissioning offers some of th Eciency savings opportunities due to 
substantial savings per building and thl buildings that can benefit from 
commissioning. Many of the savings acnlevea are wlm HVAC systems, and thus peak demand .. 

savings are also substantial. Retro-commissioning has moderate costs per Kwh and them 
saved, making it highly cost-effective. Retro-commissioning particularly makes sense for 
buildings of 100,000 square feet and up. Consequently, we recommend that initial efforts thget '- 
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these baniers will take time and thus this program should start gradually and steadily build. 
Program design should include easy customer access ("one stop shopping") to technical 
assistance and access to affordable financing for energy efficiency measures. 

Program Delivery: NYSERDA has done several pilot retro-commissioning programs, and thus 
is well-positioned to take the lead. New York Citv featured retro-commissionine. ~rominentlv in - - 
its ~r&ner, Greater New York Plan and can playa useful role. For example, a new programat 
CUNY is modeled after a Texas program that has played a central role in developing 
commissioning for existing buildings. Overall, these programs can be delivered by NYSERDA, 
LIPA, and NYPA with utility and ESCO support. 

5. Cammrcial Target Secters (electric and gas) 

Current Praetke in New Yo* NYSERDA has a program called Business Partners that 
focuses on market development, where business partners agree to work with NYSERDA to 
promote energy-efficient products and services. In exchange, business partners gain access to 
special training, tools, guidelines, and performance incentives. NYSERDA has also recently 
begun a pilot Energy Smart FOCUS ~ o & m  to target schools, commercial real estate, and several 
other commercial sectors in a focused and sustained manner. 

Description: To obtain deep market penetration, it can be helpful to determine the networks in 
which key customer segments participate, such as real estate management groups, hospitals, and 
higher education engineering associations, retailers associations, contractors associations, etc. 
This allows the p r o m  to reach the entire network through a focused effort and also builds - - - 
credibility and confidence in the programs. Utilities can help recruit participants and stimulate 
interest in the program. 

By concentrating on building sectors that are @ally common in New York, much experience 
can be gained and readily replicated and existing networks within these sectors can be used to 
help "spread the word. This program will identify 3-5 commercial sectors to target and will 
work with leaders and trade associations in each sector to develop appropriate services, 
incentives, and case studies. This approach is now a cornerstone of several leading commercial 
sector programs including target sector programs, as described below. Many useful resources 
can also be provided by the EPA ENERGY STARB Buildings program. NYSERDA has 
already begun to focus on the school, healthcare, commercial real estate b, rental office 
buildings), state buildings, and hospitality (hoteYmote1) sectors through the Energy Smart Focus 
program; these are likely targets for an expanded effort. 

Real World Experience: The Northwest Energy Efficiency Alliance is now focusing its 
commercial sector efforts on three sectors - hospitals, groceries, and commercial real estate. The 
hospital initiative was started first and is already working with hospitals accounting for 31% of 
the beds in the region, primarily by focusing on hospital chains and large community hospitals. 
Initial results are 10-20% energy savings in existing hospitals and higher savings in new 
construction. Connecticut Light and Power has similarly targeted the hospital sector with a 
program administered by the Connecticut Hospitals Association that provides no-interest loans 
for energy-efficiency projects, targeting the 3 1 acute care hospitals in the state. The program 
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utilities. ESCOs may also decide to specialize in delivery of energy efficiency services to 
particular market segments. 

NYPA, by law, plays a major role in providing energy efficiency services to schools in the state. 
It also has played a large part in improving energy efficiency in governmental buildings. 
Opportunities for an expanded NYPA role in other sectors of the New York State economy 
should also be explored, along with an examination of the role that NYPA might play in 
financing these projects. 

6. Commercial Lighting Rebate Program (electric) 

Current Practice in New York: NYSERDA currently offers two programs - the Smart 
Equipment Choices and the Small Commercial Lighting programs that provide rebates for 
installation of efficient lighting. However, these programs are budget limited and not heavily 
promoted. 

Description: This program would offer predetermined rebates based on specified energy 
efficient lighting installations. For standard fixtures, rebates could be obtained at the check-out 
counter. The could also be offered on a targeted basis to buildings that are preparing to 
undergo large scale lighting changeovers. This is a relatively easy program to put in place 
quickly and can be scaled based on current needs. The program may have a limited duration if it . - 
6 heavily used. Therefore, it can be designed to stimulate interest in energy efficiency 
opportunities and to capture substantial savings in the next few years. Measures to be 
emphasized include "Super T8" fluorescent lamps and ballasts, pulse and ceramic metal halide 
lamps, and occupancy sensors. These are significantly more efficient than the T8 lamps and 
ballasts and probe start metal halide lamps promoted in the 1990s. 

Real World Experience: In 2006, Southern California Edison's Business Incentives and 
Services program provided energy efficiency incentives and energy surveys resulting in lighting 
efficiency upgrades yielding annualized energy savings of 117 GWh and 21.2 MW in peak load 
reduction. 

BenefitKost Estimate for Fast Track Program: 3.8 (through 2012) 

Importance: This is a key program for getting significant energy savings measures in place 
quickly. Lighting accounts for approximately 40% of commercial electricity use and the 
measures discussed above can reduce this usage by 15% or more. 

Major Barriers: The major concern with this program is the substantial amount of interest that 
it may generate, so controlling the level of intake will be important. Customer rebates above a 
certain level may need to be pre-approved and rebates may need to have strictly controlled 
expiration dates to avoid oversubscription. In developing program details, attention will be paid 
to such items as ballast factor and fixture spacing so that the more efficient products primarily 
save energy without significant increases in lighting levels. 



bogram Delivery: This program should be developed as a statewide program (common 
measures and incentives) with delivery either by NYSERDA or utilities. 

7. Flex Tech Includ ling Indu 

.. -. 

  st rial Process Improvements (electric and gas) 
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Current Practice in New York: NYSERDA's Flex Tech Technical Assistance program 
provides customers with objective and customized information to facilitate wise enel 
efficiency, energy procurement, and financing decisions. The program is available tl 
commercial and industrial customers. Cost-shared technical assistance is provlded for deta~led 
energy efficiency studies from energy engineers and other experts. Small customers are eligible 
for quick walkthrough energy audits, with the cost share reimbursed upon implementation of 
recommendations. Participants may use NYSERDA-contracted or customer-selected 
consultants. 

Description: Flex Tech has been one of the most successful programs under the NYSERDA 
electric SBC set of programs. The program provides cost-shared technical assessments of 
specific energy-saving opportunities to large commercial and industrial customers, using expert 
private consultants. Customers then implement a large proportion of recommendations, 70% at 
their own costs (the other 30% take advantage of other SBC incentives), resulting in an average 
cost of saved energy of less than % cent per KWh. Given the success to date, this program 
should be expanded. Staff estimates that the program size can be roughly doubled with increased 
expenditures. 

Flex Tech is also the primary SBC program that serves industry and it is the industrib1 pul rluu of 
the program in particular that should receive extra attention and resources in a program 
expansion. Industry typically requires "boutique" approaches to energy efficiency. Each 
production line is different, so a targeted approach is necessary to ensure that all energy 
efficiency improvement opportunities are identified and addressed. Industrial applications often 
involve motors and lighting projects. Since the NYSERDA Flex Tech Technical Assistance 
program has been successful, with large, highly cost-effective savings and good feedback from 
customers, we propose to significantly expand these programs with larger budgets, more 
techmcal assistance providers, and increased outreach. 

Real World Experience:- Connecticut Light and Power (CUP)  has a program, known as 
Process Reengineering for Increased Manufacturing Efficiency (PRIME) that seeks to lower 
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costs throueh reduced energy consumption, improved manufacturing productivity, reduced 
inventory r :nts and associated costs, and reduced floor space requirements. Customers 
with averal d of 1500 KW or less are eligible. CL&P provides 100% reimbursement of 
the cost for quallIylne oroiects. Manufacturers can prsqualify via an energy audit. 

pun is on . -  .. le of the r .. NYSERDA's Flex 1 nost successful programs in the countw a d  
received recognition as a --aesr rracrice program by ACEEE in a 2003 study, one of 35 
programs receiving this recognition nationally. As of March 31,2007, this program has 
achieved savings of 738 GWh per year and peak savings of 136 MW, at a cost of only $22.1 
million, making for an average cost of saved energy of 0.3 cents per KWh. 



BenefiKost Estimate for Fast Track Program: 1.3~' (through 2012) 

Importance Industrial applications provide opportunities for large emrgy efficiency gains with 
relatively short pay back periods. 

Barriers: Customers are reluctant to spend money on capital improvements that have multi-year 
pay back periods. Many industries do not want to risk interruptions or losses in production lines 
that efficiency investments may introduce. Credibility and quality of technical assistance is 
essential. 

Program Delivery: NYSERDA with support of utilities. Selected experts with credibility in 
key industries should also be engaged to overcome baniers to acceptance. Services will largely 
be-delivered by specialized engineering contractors selected via a iompetitive bidding 

C. Cross-Cnttiag Program - Residential, Commercial, a d  IndusMal Sectors 

Enhancements to building codes and applimee and equipment standards have a huge 

potential to help New York State achieve its energy efficiency goals. As shown in Attachment 4, 

nearly one third of the EPS target levels could be achieved through increased attention and focus 

on improving the energy efficiency building codes and appliance andequipment standards. 

Building Codes I 

The New York State Energy Conservation Construction Code (Energy Code) is 

mandatory across New York State for all new cmstmction and substantial renovation of 

residential and commercial buildiigs. New York's Energy Code is a component of the broad 

health and life safety Building Code and is linked to the International Energy Code Council 

(IECC) documents and update cycles. The New York State Department of State @OS) , 

administers and supports the Energy Code; local municipalities and their code officials enforce 

it. The code officials usually conduct building plan reviews and field Inspections for residential 

buildings. For commercial' projects, the code officials (whilelJtil1 responsible for plan checks 

and buildings) may rely mon heavily on certification of plans by architects and engineers. 

Note: This calculation will be rechecked since a recent evaluation of the cumnt Flex Tech program fomd a BIC 
ration of 3.1. Reasons for differences between the two estimates will be investigated. 



NYSERDA has provided techhital an$l$ib to Ene?gy CbdC updates to assist the DOS addhas 
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s & ~ d  federal Depmtment of Energy grant funds to provide training, to shpport DOS 
' 

participation in the national IECC process. 

Updates to the Energy Code must comply with Article 11 of the New York Energy Law. 

Any proposed changes to the Energy Code must be cost-effective over a ten-year simple payback 

period. For 201 0, P is proposing to increase the energy efficiency level of tl 

standard to be 30% more stringent than ASHRAE 90.1-2004. The New York Energy Code has 

not been updated since 2001. This version of the Energy Code w%s based upon 2001 IECC and 

ASHRAE 90.1-1999. The new proposed 2007 New York Energy Code is based upon the 

following, with minor New York enhancements. 

Residential component liased on 2004 IECC version 3 -  

dommerciat Provisions ate based on ASHRAE 90.1-2001 

The Energy Code Technical Subcommittee has completed a review of the proposed code 

updates, along with the review by the Code Council. The proposed Energy Code has gone 

through review by the Governor's Office of Regulatory Refoni~,aiiil apublic'review~proceSL. 

. ,  . .  The hc%%Mf? En'krgy Code is schkdiled to go into effect latefin 2 m .  

AppIiariceand ~~uiprneii t  Standards 

, . 
In mid-2005, New York amended its Energy law to authorizelhe development of 

applidncenand'e&ipmht ene?gyefficien~y standaids for 14~pioduds: Subsequently, Con@ess 

established federal standards for 1 b6f the 14 pfoducts,'pre&pting #aie standards in these ark&. 

New York is in theprocess 6feStablishing standards though the regulatory process for the four 

remaining products specified in'tIie'2005 law. As part of this effort, New York ha3 padcipated 

with other states in developing a multi-state certification system. New York is also considering . 



establishing efficiency standards for a number of additional products. Of the new products, 

standards for light bulbs will deliver, by far, the largest energy and environmental benefits. 

Standards for two of the products, residential furnaces and boilers, would require waivers of 

preemption from the federal government. In related activities, New York has established emrgy 

efficiency purchasing standards applying to equipment for state agencies in 18 product areas to 

decrease energy usage. 

1. Appliance and Equipment Standards and Building Codes 

Current Practice in New York: In 2005, the New York State legislature enacted new state 
appliance and equipment efficiency standards on several products. Some standards were set in 
the legislation while others are being developed by NYSERDA and the DOS. New York State, 
represented by NYSERDA, sometimes participates in rulemakings and negotiations on federal 
efficiency standards but time for this activity is limited. DOS, with input from NYSERDA and 
others, is-responsible for revisions to the energy sections of the state building code. Further 
state-specific amendments to this code are now being developed by DOS, with hope of finalizing 
this amendment in 2008. 

Description: Appliance and equipment standards can result in large, highly cost-edective 
savings. New York has used these strategies for many years, but in order to meet the EPS goals, 
efforts should be redoubled. There are also likely to be increased opportunities for progress on 
standards and codes in the next few years due to pending federal legislation, opportunities for 
state legislation, pending federal rulemakings on standards for more than 20 products, a new 
commercial building standard now being developed by the American Society of Heating, 
Refrigerating and Air-Conditioning Engineers (ASHRAE), and activities on Long Island to adopt 
residential building codes based on ENERGY STARB specifications. 

To address this opportunity, this initiative will have several components: 

1. Providing input to the Lieutenant Governor's taskforce on opportunities for new state 
efficiency standards, building on standards either adopted or pending in other states. 

2. Participating actively in federal rulemakings and federal legislative activities to urge 
adoption of standards which are in the best interests of New York State. 

3. Doing preparatory work and participating in the ASHRAE process, so that New York can 
be an early adopter of the new ASHRAE standard, when it is completed (ASHRAE's 
goal is to reduce energy use 30% compared to the current standard, a standard that is 
likely to be contained in the 2008 version of the New York State Energy Code). 

4. Assisting interested municipalities in developing workable codes and procedures based 
on ENERGY STAR@ Home specifications, and efforts to adopt these codes and 
procedures statewide. 

5. Providing training to building code inspectors as updated codes are implemented 



Real World Experience: -The California investor-owned utilities helped underwrite codes and 
standards development efforts in that state and an evaluation of their efforts attributed savings of 
about 600 ~ ~ h / y e a r  and 180 MW three years after completion, with savings steadily mounting 
in the latter years as more equipment is replaced and more new buildings are constructed. 

BeneflttCost Estimate for Fast Track Program: 8.9 (through 2012) 

Impartance: Preliminary estimates are that these measures can save more than 16,000 GWh in 
2015 and more than 2,000 MW of peak demand in New York. These savings can be achieved at 
low cost since benefits are typically several thousand times the direct costs of standard and code 
development and adoption. Even when the higher cost of efficient equipment is included in the 
calculations, benefits are typically at least around five times costs. 
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Appliance and Equipment Standard Savings In Mew York State In 2015 

Categny and Product 

Federal legislation - 2007 
BR and R20 reflector lamps 
External power supplies 
Metal halide lighting fixtures 
Walk-in coolers and freezers 
Residential dishwashers 
Electric motors 
Residential dehumidifiers 
Residential boilers 
General service incandescent lamps 

Subtotal 

Federal rulemakings 
Distribution transformers 
Fluorescent lamps 
Incand. reflector lamps 
Ranges & ovens 
Clothes washers (commercial) 
Supermarket refrigeration 
Commercial boilers 
Water heaters (res) 
Water heaters (res) 
Pool heaters 
Beverage vending *hihes 
Direct heaters 
PTACslPTHPs 
Refrigerators 
Fluorescent ballasts 
Clothes dryers (residential) 
Clothes dryers (residential) 
Room AC 
Battery chargers 
Furnaces 

Subtotal 

NY Standards the State could elect to establish 
Furnace fans 
Fluorescent fixtures 
HID ballasts 
Nightlights 
Neon sign power supplies 
Microwave ovens 

Subtotal 

Effective 
Year 

2008 
mid 2008 

2009 
2009 
2010 
201 1 
201 3 
2013 

2012-201 5 

New ~ork'State Savinas 
GWh MW Billion Btu 



Note: Hems in the two categories above can also be included in state standards. There are 
also other opportunities for state standards. 

TOTAL FOR STANDARDS 7,984 1,458 3,690 

Building Code Savings in New York State in 2015 

Residential - 30% savings 201 1 853 23 

Commercial - 35% savings 
TOTAL FOR CODES 

GRAND TOTAL -STANDARDS 6 CODES 10,529 2.148 19,i 

D. Fast Track Program Implementation Process 

To effect the implementation of an enhanced energy efficiency portfolio in the 11rsr 

quarter of 2008, the Commission would need to approve programmatic implementation plans by 

early 2008. This timing'would necessitate recommendations for new or enhanced er 

efficiency initiatives which delineate program lead administration roles be presented 

Commission for app&"al soon after Staffs final report in the EPS hceeding is isst 

to tne 

led in 

October. Once the Commission has approved the new EPS portfolio, then those enti 

designated as the lead administrator role for a specific program would need to file deta~led 

program specific implementation plans in sufficient time to receive approval no later than Ma 

ties 

.. . 

rch 

E. Fast Track Coordination with SBC Programs 

Implementation of the fast track programs is likely to require some adjustme& and' 
, , 

reprogramming of the existing SBC programs. Some SBC programs are recommended for 

enhanced funding and the provision of additional services. Other programs may need to be 

scaled down or phased out during the transition to avoid prognun duplication; some existing 

program implementation roles also may be restructured to allow for i n c d e d  imple! nentation 

support from utilities or third parties. Staffwill address these issues in its final report. 



Summary of Proposed Roles for pad-Track Programs 

Program Current Sltuatton 

Residential 
New construction NYSERDA and NYHBA run 
expansion Energy Star New Homes program 

Central air LlPA runs a program on Long 
conditioning Island 

Gas equipment KeySpan prdgram just approved. 
Other gas utility proposals 
pending. 

Home performance NYSERDA runs program 
with Energy Star 
Gas retrofit lite KevS~an has a more limited 

prdgram just approved; not as 
comprehensive as Staff proposal 

CFL expansion NYSERDA runs program 
(including fixtures) 
Low-income - WAP DHRC runs program 

Low- inme - NYSERDA runs program 
Empower NY 
NYC apartment NO current program 
building program 

Commercial and industdal 
New construction NYSERDA runs program 

Flex Tech (including NYSERDA runs program 
Industrial) 

RFP program Con Edison has done some 
recent solicitations 

Program expands, and continues 
to be run by NYSERDA and 
NYHBA. Utilities help with 
marketing. 

Utilities or NYSERDA run 
program in southern part of state, 
coordinating with LlPA 

All gas utilities run the same 
program (comparable eliglbillty 
levels and incentives). 
Coordinate marketing of Energy 
Star brand with NYSERDA. 

Program expands and continues 
to be run by NYSERDA 
Either utilities run, making 
program more Comprehensive 
than in utility plans or NYSERDA 
runs as a simpler option in 
association with Home 
Performance. In either case. 
marketing for Home Performance 
and gas retrofit should be 
coordinated. 
Expand program: NYSERDA 
continues to run 
Program expands and continues 
to be run by DHCR 
Program expands and continues 
to be run by NYSERDA 
Possibly NYCEDC develops and 
runs program with some help 
from NYSERDA, Con Edison and 
KeySpan 

Program expands and contlnues 
to be run by NYSERDA. Utilities 
help market program. 
Program expands and continues 
to be run by NYSERDA. Utilities 
help market program. 

Program could be run by utilities. 
NYSERDA. or third parties 



Retrocommissloning 

Small Commercial 
and industrial 
Lighting rebates 

Commercial rocus 
sectors 

Crcxcis-Cutting 
Standards and code! 

NYSERDA runs ~ i l o t  efforts 

NYSERDA has lighting rebates 
iali customers 

. . . --RDA offers rebates but not 
heavily promoted 

NYSE 

r NYSE 
Dept. .,- 
impier 

KUA runs pilot program 

RDA prov 
of State PI 
a:-.... " - A  

ides analysis, 
-pares 

reyusauurls. ouih work on 
nentation. 

Program expands and continues 
to be run by NYSERDA. Utilities 
help market program. 
Transition to a direct installation 
program run by utilities 
Transit~on to utility rebates, with 
extensive promotion 

Expanded program could be run 
by utilities, NYSERDA, or third 

, parties 

Program expands wlth additi ial 
staffing and a 
traininglimplementatian budget. 



V. Evaluation and Monitoring 

A Evaluation 

Evaluation and monitoring are key components of the EPS program. Reliable and 

rigorous evaluation and monitoring are necessary to monitor progress towards goals, eoaluate the 

effectiveness of specific programs, identify wags to improve program services, document energy 

savings, and offer acwuhtability to ratepayers and taxpayers. From a plming perspective, 

reliable forecasts and validation of achieved energy impacts are critical fm estimating future 

electricity generation, transmission, and distribution requirements. 

All programs that are selected to be part of the EPS prosgun pottfalio will be rewired to 

include a comprehensive evaluation and monitoring plan. The details of the plans will vary with 

the size, scope and type of programs, but all the evaluation plans will be guided by the core 

principles of providing nliable, timely, and transparent results. A comprehensive plan should 

include process evaluation (k, evaluation of program design, delivery, and implementation) and 

impact evaluations (i.e.. measures to verify gross energy savings, attribute energy savings to the 

program, and identify other impacts such as job creation). 

While Staff recognizes that there can be significant diffemces in program designs and 

evaluation strategies, it is important that the evaluation plans be based on agreed-upon evaluation 

fixmework and protocols. The evaluation process will need to review the BPS efforts, both at the 

individual program level and at the aggregate and cumulative levels, to track werall progress 

toward the Comrnissiod's EPS energy reduction goals. Achievmg this 6bjective'trcill require 

consistency in the evaluation process. While we do not want to discourage innovative evaluzition 



techniques, we want to avoid having the EPS portfolio evaluated with a multitude of 

methodologies, which would resalt in incoinpatible data'hd confusing results. 

The evaluation framework also needs to emphasize the need for early feedback on how 

new or enhanced programs are working in the field. Evaluation efforts shotlld review how 

program delivery formats are working from the perspective of customers, service delivery 

entities, program administrators, and other key stakeholders. 

Staff proposes the establishment of an Evaluation Standards and PFotocol Task Force to 

guide the implementation of the EPS evaluation effort. This group would focus on issues such iis 

establishing common terminology, direct measurement standards, statistical standards, and 

meaSuT&ment and verification protocols. An equally important task in this area would be 

pmviding guidance to help wordinate the evaluation efforts, especially when customers may be 

participating in multiple programs, implemented by multiple organizations. 

In additioa the issue of tracking energy savings initiatives across all sectors and delivery 

entities in a consistent manner needs to be addressed. For electricity, the methodology needs to 

be compatible with the New York Independent System Operator's (ISO) forecast and facilitate 

the measurement of whether or not energy efficiency is meeting the requirements of the KO's - 

Reliability Needs Assessment process and related processes. Budgeting methodologies also need 

to be compatible so that comparisons across organizations can be made on a comparable basis. 

A second major responsibility of the Task Force will be to coordinate studies, funded by 

the EPS program implementers, and to address evaluation issues that cut across most program 

categories and are more effectively approached and h d e d  on a statewide basis. Examples of . 

possible projects include a study of the impact of EPS on the State's economy, an analysis of the 

best approaches to effectively quantify non-energy benefits, and baselindmarket research. 



Staff recognizes the need to balance evaluation costs and data reliability. While we are 

not prepared to specify an evaluation budget at this time, we expect that the budget would fall 

within a range of 2-6 percent of the overall program budget. Staff considers it important to target 

evaluation efforts at the programs most "at risk" (s largest expected impacts; most critical 

resourceneeds, such as load pocket areas; biggest budgets; and most customers) and it is not 

always necessary to conduct a major program evaluation of every program, every year. 

B. Reporting 

Program evaluation can be a time consuming process and results for some programs may 

not appear for a year or more after program measures are implemented. All of the EPS programs 

must have a process for sharing program statistics on a quarterly basis. These reports should 

highlight progress indicators, such as the number of services provided, expenditures, estimated 

energy savings, and progress toward goals. In addition to the evaluation effort as a whole, the 

report format and terminology need to be coordinated so that the collective progress of the EPS 

portfolio can be regularly monitored. 

C. Benefit Cost Tests 

Benefit cost (BIC) tests can serve as valuable tools for assessing accomplishments and, 

on rtprospective basis, screening potential programs. There are several BIC tests in common use 

to evaluate energy efficiency programs including total resource, participant, ratepayer, and 

program administrator. Each test has strengths and weaknesses. 

The Total Resource Cost Test (TRC) has historically been, and continues to be, the 

primary test used by the Commission. Simply stated, the TRC calculates the benefits as the 

avoided energy costs attributable to the program as determined at the utility level. Costs are the 

sum of the appropriate program and customer costs. While the basic formula is simple, there can 



be controversy over factors used, such as the exact determination of avoided energy costs and the 

appropriate rate for discounting future net benefits. 

The TRC should continue to be the primary test used to assess program effectiveness. 

Staffrecognizes that the TRC values non-energy benefits a, environmental, economic 

development, and improved consumer health, safety, and comfort) a zero. As a result, programs 

with high societal value and a fairly high program expense per unit of energy saved, such as 

residential low-income programs, might fail the TRC test but still be important components of 

the EPS grogram portfolio. It also raises questions about the inclusion of environmental 

externalities as a benefit, especially when mitigation of global climate impacts is an important 

impetus for the implementation of the EPS program. In the early 1990s, the Commission 

allowed consideration of environmental externalities in theTRC and California currently 

includes them. While we endorse the TRC as the primary BIC test, it is also important to allow 

enough flexibility to guard against vital programs being eliminated, or not funded, because of a 

failure to pass this test. 

It is also important to consider program-related costs that are not a component of 

traditional benefit cost tests. For example, some utilities are advocating generous incentives for 

successfully administering energy efficiency programs. These incentives can add considerable 

costs to program administration. 

D. Bill Impacts 

Staff proposes that the bill impacts should be calculated on a uniform basis for the 

various utilities. Moreover, Staff proposes that the following factors be considered for the bill 

impact analyses for each utility: 

Customer growth rate 
Sales growth rate 



Customer participation rate in energy conservatibn 
Average energy conservation rate by participating customer 
Commodity price savings 
EPS program cost 
Revenue decoupling mechdsm reconciliation factor 

Bin impacts will be calculated for patticipant and non-participm. Staff expects that 

custom% participating in energy efTiiiency programs will experience bill reductions while non- 

participants will experience net bill increases. Depending on the level of involvement, program 

participants may see a wide range of bill impacts. For exmple, if a participant takes advantage 

of all available energy efficiency opportunity, his or her bill might be decreased significantly. 

In general, all customers are expected to benefit h m  cost savings due to reduced energy 

and capacity purchases, and lower projected average market prices of energy, further benefits 

will result from the reduced future need for new installed capacity, reduced emissions, and 

increased econoniic development associated with the creation bf new jobs . Historically, 

participation rates have been low, so to the extent they can tie increasd through new or 

expanded programs, bill savings for a greater number of customers should result. 

Staff expects that during the course of the EPS Proceeding, program budgets win be 

determined ahd the method for altocating the program costs to the vatious utilities win be 

developed. Once the pzogram costs have been allocated to the utilities, the method for allocating 

the costs to the various service classifications within a utility should be uniform for all utilities. 

Finally, Staff proposes that a Revenue Decoupling Mechanism, to rehove financial disincentives 

to proactive u t i i  participation in energy efficiency initiatives, should be modeled, and should 

subsequently be considered in individual rate cases. 



VI. Quantification of an Energy Efficiency Goal for Natolal Gas . 
A Introduction . . 

The EPS Proceeding uses as its electricity target, a goal of reducing electricity 

consumption by 15% by 2015. The Initiating Order in the EPS Proceeding did not, however, 

specify a companion goal for natural gas consumption. Since the goal was not specified, the 

Order Instituting Proceeding, issued on May 16,2007, stated that "targets should also be 

established and programs designed to optimize the State's efficient use of natural gas."23 

Further, that Order directed that the ALJ and parties should "(d)evelop target goals and 

timetables for natural gas usage efficiency." Presented below is Staffs preliminary analysis 

using available resources to develop a recommendation for the statewide reduction of natural gas 

consumption, and the timetables for which the efforts should be undertaken. Staffs analysis 

indicates that a natural gas reduction target of 15% percent by 2015 may be feasible. It should 

be noted that this target applies to residential, commercial, and industrial firm load, and not total 

gas usage, as discussed below. 

Some nahna mtly have energy efficiency programs, and NYSERDA's 11 gas utili 

SBC programs result in incidental natural gas efficiencies. A higher level of  commitment can 

produce further natural gas savings. In addition, it is expected that changes to building codes and 

appliance standards would boost gas savings levels. Staff recommends that local distribution 

companies (LDCs) and NYSERDA work together to plan a core of statewide programs that 

would serve all firm gas customers and identify appropriate roles for the utilities and NYSERDA 

in implementing these progiams. These programs should integrate with electric efficiency 

programs where reasonable. Following this process, by year's end, LDCs should be required to 

submit filings to the Commission outlining how they will implement their natural gas efficiency 

Order Instituting Proceeding, p. 3. 
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programs to meet the Staffs ploposed goal, how programs will be administered, and describe the 

best mechanisms for doing so a should a gas energy efficiency surcharge be established or 

should LDCs instead contract with NYSERDA for services). Collaborative meetings should then 

be held by each LDC with interested parties and final individual LDC plansfiled with the 

Commission for Staff review. Implementation would begin during the first quarter of 2008. 

B. Natural Gas Industry in New York State 

Although there are a total of 18 natural gas local distribution cumpanies (LDCs) in the 

State, several are very small and therefore were not included in Staffs analysis, which focused 

on the major LDCS." Generally, these can be divided into upstate and downstate regions, with 

Con Edison, O&R, KEUNYKEDLI, and Central Hudson being considered downstate LDCs and 

the rest being considered upstate LDCs. 

The downstate region has been experiencing steady natural gas bad growth. Although 

use per customer has been declining due to weatherization and the replacement of outdated 

equipment with newer, more efficient models, new customer attachments have been continuing. 

These attachments result from both conversion of oil or electric heathot water customers to 

natural gas usage and from new construction. The downstate load growth contimes to constrain 

existing capacity. The upstate region has relatively stagnant growth, with shrinking use per 

customer generally offset by new customer attachments, e x c q  in the case of NFG, which is 

experiencing shrinking throughput on an annual basis. 

At the present time, National Grid, Can Edison, and I&DNY/KEDLI have natural gas 

efficiency programs in place, and NFG has a natural gas efficiency program pending befdre the 

Those LDCs arc the following: Central H u h  Gas and Electric Corporation (Central Hudson), Consolidated 
Edison Company of New York, Inc. (Con Edison), Corning Natural Gas (Coming), KcySpan Energy Delivery 
(KEDNYIKEDLI), National Fuel Gas (NFG), National Grid, New York State Electric and Gas (NYSEG), 
Orange and Rockland Utilities (O&R), Rochester Gas and Electric (RG&E), and St. Lawrence. 



Comrhission. Some natural gas savings have also b e h  achieved as an indirect benefit of the . 
electric efficiency programs administeted by the New York State Energy Research and 

DeJeIopment Authority (NYSERDA), fimded by the System Benefits Charge (SBC) progrM. 

C. Efficiency Potential 

T h h  are several factors which need to be considered whe~'~ developing reasonable goals, 

timetables, and programs for natural gas usage efficienty. Fitst, while use p& customer of . 

electricity continues to increase due to innovations in consumer products (such as compabrs, cell 

phones, eft.), use per customer of natural gas continues to decline due to the lack of new end-use' 

applications, increased efficiency of space and water heating equipthmt, and buildifig envelope 

ilnprovem~ts. Secdnd, natural gas is an important fuel choice for the g&eI%tioh of electricity, 

including micro combined heat and power distributed generatiorI applications. Third, some 

electricity applkations have natural gas fueled alternatives, such as clothes drylng and water 

heating, which afe generally more efficient than their electric counterparts. Finally, natural gas 

competes directly in mziny applications with petroleum product$, including residual and distillate 

products, but natural gas contributes much fewet greenhouse gas emissions than petroleum 

products when providing the same level of service. 

-The focus of this Staff analysis is on residential, comercial, and industrial natural g8s 

usage tfficiwcy. There is potential for increased natural gas usage from possible increased use 

of distributed generation, from the conversion of existing power plahts to natural gas fuel from 

petroleum or coal, andrhe constmction of new gas fired power plants: That potential is not 

quantiffzd in this analysis. , , , . , . . ...- 
The potential for reductions in natural gas usage due to cost-effective energy efficiency 

I , . ,+l i I :!,, ~ 

impi6venients cons~sts of se&ai elements. 'hiyare: the savings to be achieved via the new 



efficiency programs, savings from existing natural gas efficiency programs, natural gas saving 

resulting from existing and possibly expanded SBC programs, and savings resulting from new 

building codes and standards. These elements are discussed below. 

Potential Savinas fiom New Promam 

On October 31,2006, NYSERDA released its study entitled ' W a W  Gas Energy 

Efficiency Resource Development Potential in New York" prepared by O p h d  Energy, Inc. 

(Optimal Study). The Optimal Study objectives incl~de:~' 

Evaluate potential cost-effective natural gas efficiency savings (economic'potential) in 
New York over a 10 year horizon 

Evaluate natural gas efficiency program designs and recommend progran~s for 
implementation 

Estimate the potential cost-effective natural gas efficiency savings in New Yo& over a 10 
year horizon resulting from the implementation of a portfolio of recommended eficiency 
programs given a specified funding level (program scenario) 

The Optimal study concludes that the New York State economic potential is a 28% 

reduction in forecasted 2016 residential, commercial, and industrial gas demand. However, the 

authors of the study caution readers interpreting and using the analysis. They state that 'the 

Economic Potential estimates do not account for market barriers to adoption of efficiency 

technologies or the costs of market intervention strategies to overcome those barriers." Based on 

the professional judgment of the authors, the maximum achievable savings potential is about 

65% of the Economic Potential, or 18% of the expected 2016 residential, commercial, and 

industrial gas load, excluding power generation load26. The study finds the greatest potential 

savings could be realized from the commercial and residential sectors with the balance, 

25 Optimal Study, p. El. Optimal also performed a similar study for the Con Edi- sales tmitory. 
26 The achievable savings as a percent of total gas demand (which mcludcs powcr generation gas use) was not 

established, but would be about 12%, if use of gas for power generation remained unchanged from the predicted 
level. 



approximately 14% of savings, derived fibm the indu$trial marke't seetot. Costs &so6i&t&d with 

the maximum achievable savings, however, are prohibitive. Optimal estimates the net present 

value, in 2005 dollars, cost of the Economic Potential (28% savings) to be about $14 billion in 

net present value in 2005 dollars. However, Optimal estimates that casts to pursue maximum 

achievable savings would require spending about 30% in excess of measure costs'to cover 

program delivery costs such as marketing, tracking, and monitoring, and evaluation, so that if the 

maximum achievable represents 65% of the Economic Poiktial, it would cost almost $12 billion 

(65% of $14 billion plus 30%) through 2013. 

The Optimal Study offered a Program Scenario, which is a subset of the maximum 

achievable savings potential, at a funding level of $80 million per year for five years (or 

approximately 1% of statewide gas utility revenues). When developing the allocation of funds 

for this scenario, the study sought to meet certain goals, including : "mainta ining equity across 

sectors by matching sector-level spending to existing sector revenues; providing low income 

services, set at 50% of the residential budget: and providing a balance between short-term 

resource ac et-transformation benefits. In addition, the study 

- .  

erm mark efforts a 

sought to provlde PI wlces targeting all New York gas customers and to address all 

important end uses. rinallv. the study explicitly designed the recommended programs around 

broad marl ecific customers and technology types." Measuring the results after cets, ratht 

. , 
:r than sp 

addition to the prc 

 at the eff avings wc ? forecast 

.... ?I 

ten years, ( iciency a ~uld be 1.5% of thc residential, 

27 . commercial, am lnausmat gas demand, wth total program costs of $400 m~l l~on. -~  

. - As part of its analysis, Staff reviewed other natural gas efficiency programs in the 

country, in irrently u at some of New York State's LDCs. Of nderway 

" It should be notea mat upnmal rnc~uaea mtenuptihle customers in its analysis. 
" Total expendihues do not include needed customer investments. For instance, the LDC may give 

$300 for installation of a high efficiency furnace, hut the furnace may cost the customer $3,000. 



these, the KeySpan program stoed out because KeySpan has been administering a natural gas 

efficiency program at its New Hampshire and Massachusetts aftiliates for about ten years. 

KeySpan recently proposed to extend that prognun to its New York affiliates. The proposal was 

approved by the Commission and commenced implementation on August 1,2007. KeySpan 

estimated natural gas savings of about 1.5% in the third year of the program for a m t  of about 

$30 million, or about 1% of 2004 combined total operating revenues for the two LDCs. 

KeySpan also indicated that it expected to experience savings in that range for an extended 

period of time, as much as ten years. 

Staff sought to reconcile the differences between the results of the Optimal Program 

Scenario and the KeySpan Efficiency Prop&. First, Keyspan's initial estimates of savings 

p a a g e s  were based on 2005 actual thmughput. When the percentages were recalculated as a 

percent of forecasted sales for the Mre period, the expected savings dropped to about 1.25%, 

since future load is expected to be higher. Second, the Optimal Study Program Scenario features 

expenditures for only five years. Optimal agrees that savings would certainly be higher in 2016 

if expenditures continued at $80 million per year, year five oftheir Program Scenario. 

Finally, the Optimal Program Scenario's program elments and expenditures differ from those of 

KeySpan. 

The result of this analysis, to date, is that there appears to be a range of expected savings 

for the 2015 program year of about 6-10% of load, with spending of 1% of revenues. Additional 

analysis being performed by Staff will n m w  this range. 

KeySpan proposed ramping up its program spending to a level of $30 million for its'New 

York affiliates, KEDNY and KEDLI, by the third year of the program. This hlly ramped up 



funding level equates to roughly 1% of the combined total revenuee of the two LDCs. If 

Keyspan's program were expanded to cover the entire state, it would equal about $80 million. 

D. Savings from Existing Natural Gas Efficiency Programs 

During the gas year of 2006-2007, there were some efficiency programs in place that 

resulted in savings of expected natural gas consumption. These fell into two categories: LDC 

programs and NYSERDA programs. Although NYSERDA does not currently have any major 

programs which specifically target natural gas efficiency, savings of naturdl gas is an auxiliary 

benefit of many of the System Benefits Charge (SBC) p r o m s  it administers. Accwding tb 

NYSERDA, the cutnulativk annual fuel savings of natural gas resulting from their SBC programs 

for 2006 wass2,888,854 MMBTU, or about 2,889 ~ d t ~ ~  This equals about onethird of apercent 

of expectkd total residential, commercial, and industrial natural gas load for 2007 of 847,707,192 

Two LDCs, Consolidated Edison Company ofNew York, Inc. (Con Edison) and National 

Grid, had gas efficiency prograins in place during 2006-2007. Both programs'arc administered 

by NYSERDA. In the most recent quarterly report, NYSEIUSA estimated that the Con Edison 

program saved customers a total of about 34 Mdt, which on an annual basis would equate to ' 

about 136 ~ d t . "  National Grid's program, which served only low income gas heating 

- . . . . . .. . . .  ,:, 1 ,,. .,. 

29 New York Energy $mart Program Evaluation and Stahls Report, Year Ending December 31,2006, Final Report, 
released March 2007. 

30 ~ r o m  the EEA load udy. 
' Case 03-G-1671, Prc I the Rates, Charges, Rules and R, 3f  

Consolidated Edison Lompany 01 new r or& mnc. ror uas  bervlce, Gas Efficiency Program Quarterly Kepon for 
the Period Ending March 27,2007, prepared by the New York State Energy Research and Development 
Authority. 
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customers, saved about 92 Mdt in the 2006-2007 gas year?2 The total of these two programs 

represents less than a tenthof a percent of expected 2007 natural gas load statewide. 

KEDNYKEDLI recently implemented a natural gas efficiency prugram for the m i n g  

year; they estimate first &m natural gas savings of about 843 Mdt for New Yark and 364 Mdt 

for Long Island. While NFG does not provide estimated savings for its program, if this program 

is as successful as KcgSpan expects its own program to be, it should see savings in the 

neighborhood of 600 Mdt. Totaling all LDC pmgrams and the NYSERDA existing program 

savings, current spending on natnral gas efficiency should rdsult in savings of about 4,864 Mdt 

for the upcoming year. This represents about 0.6% of existing firm natural gas load from 

programs operated in a single year. Many of these programs are just stating, so as M e r  

experience is gained some ramp-up in savings can be expected. 

The existingnatoral gas efficiency programs statewide would deliver annual savings of 

just over tive tenths (0.5) percent of 2015 expected natural gas load. After nine years of 

operation (2007-2015), savings will be roughly 5% of 201 5 firm load. Since some of those 

savings result from NYSERDA's programs, a significant increase in SBC W i n g  would result 

in increased natural gas savings. Overall, increases to gas utility programs could save an 

additional 1,300 Mdt per year and increases to NYSERDA program could save perhaps 3,800 

Mdt per year. 

E. Building Codes and Appliance Standards 

Changes in building codes at the State level would make new construction in both the 

residential and commercial sector more energy efficient. Changes in appliance standards, fich 

as making residential dishwashers or commercial boilers more energy efficient, could be 

" Natiml Clrid Low-In- Gas custom Emtgy Eficicncy Program Quarmly Repon for the Period Ended 
March 3 1,2007. 



accomplished through federal legislation or mlemakings or thiough NewYork State standards. 

It is expected that changes in building codes and appliance standards will result in savings of 

about anothet 2% of 201 5 expected natural gas 

' 'If exi'sting programs, expected increases to the SBC prbgrams, and expected change in 

coda and standards are totaled, it would equal about 1 1% of expected 2015 load. If additional 

efficiency could be gained by implementing new natural gas efficiency programs totaling 2 to 

6% of 201 5 load, which is possible with spending of about 1% of tot211 statewide annual natural 

gas utility revenue, savings of about 13 to 17% of 2013 load is achievable. Increasing spending 

on new programs to 1.5% of total revenues could raise that to the range of 16 to 20%. 

F. Potential for Increased Gas Usage 

There are some factors which need to be considered when developing reasonable goals, 

timetables, and programs for natural gas usage efficiency. Firsf, while useper customer of 

electricity continues to increase due to innovations in consum& products (such is computers, cell 

phones, etc.), use per customer of natural gas continues to decline due to the lack of new end-use 

applicatitms and continually more efficient space and water heating equipment, and building 

envelope improvements. Second, natural gas is an important fuel choice for the generation of 

electricity, including micro combined heat ahd pbwer applications. Third, some electricity 

applications have natural gas fueled alternatives, such as clothes drying and water heating, which 

are generally more efficient than their electric counterparts. Finally, natural gas competes 

directly in many applications with petroleum products, including residual atld distillate *ducts, 

but natural gas'contributes much less greenhouse gas missions than petroleum products. 

33 An Amencan Comcil for and Energy-Efficient Economy shldy shows that total saving from codes and standards 
is expected to be about 19,000 billton BTU of gas m 2015. 



The focus of Staffs analysis is on residential, commercial, and industrial natural gas 

usage efficiency. There is potential for increased natural gas usage kom possible increased use 

of distributed generation from the conversion of existing powerplants to natural gas fuel from 

petroleum or coal, or the construction of new gas fired power plants. That potential is not 

quantified in this analysis. 

It is possible that some electricity efficiency measures will cause customers to switch to 

natural gas appliances from electric appliances, which will result in increases m natural gas 

usage. Since it is often more efficient to run an appliance on natural gas than to use that natural 

gas to generate electricity and then run an appliance on electricity, it would be more efficient 

from a total fuel use perspective to use natural gas appliances. 

It is also true that electricity efficiency measures o h  create substantial natural gas 

savings at the residential level. Due to thermal losses in the electricity system, one unit of 

electricity end-use savings results in several units of generation fuel savings. In this sense, some 

electricity-natural gas fuel switching measures may actually reduce natural gas usage in the 

larger natural gas market. This should be accounted for in developing fuel-switching policies 

and accounting methods. 

Staff recommends that increased natural gas usage due to conversions and fuel switching 

be excluded from future calculations of energy savings. Actual savings frDm efficiency 

programs should be calculated before load increases from conversions and fuel switching are 

considered. Staff recommends that LDCs develop the data needed to separately account for 

increased gas usage due to such conversions. 



G. Funding For Natural Gas Efficiency Programs 

A bill surcharge, similar to the SBC on electric bills, Could collect revenues for natural 

gas efficiency programs. However, three of the State's LDCs, namely KEDNY, KEDLI, and 

NFG, do not have electric divisioris, and therefore have a limited relationship with NYSERDA 

and the SBC. In addition, there are substantial natural gas efficiency programs in place at 

KEDNY, KEDLI, and Con Edison, with a program being planned for NFG, as mentioned above, 

and a low income program at National Grid. For these reasons, Staff recommends that the 

Natural Gas Efficiency Surcharge (Surcharge), after being collected by the LDCs through 

customer bills, be split between NYSERDA programs and p r o w s  administered by the 

LDCS." The split for each LDC should depend on the program in place at each LDC, and 

should be proposed by the LDCs as part of a filing to the Commission. 

Total statewide revenues h m  the LDCs in 2006 totaled approxiniately $8 billion. 

Therefore, a Surcharge of 1% would result in $80 million of expenditures for efficiency 

programs. To place this in context, the current SBC is 1.42% of electrid revenues. Natural gas 

customefs art, for the lfiost part, also electric customers who face potential increases in their 

SBC charges. For that reason, Staff recommends that ratepayers not face unreasonable natural 

gas bill impacts or pay twice for the same programs 

The Surcharge should be collected on a volumetric basis from all firm customers, so that 

customers who use more natural gas will have an additional incentive to reduce their ufage. It is 

recommended that the cost of the LDCs' existing programs be funded from the Surcharge. 

LDCs that do not currently have natural gas efficiency programs in place or planned " 

should be directed by the Commission to do so as soon as possible. Such programs should 

feature the fast track measures outlined in this report, and be funded by the Surcharge. Central 

24 It is expected that LDC run programs would be contracted out to vendors, such as ESCOs, to some extent. 



Hudson, NYSEG, Orange and Rockland and RG&E should be directed to file a proposal with the 

Commission for review prior to implementation. National Grid should make a filing for all new 

elements over and above their existing low income program. 

In preparing their filings, it is important that LDCs coordinate their efforts with each 

other and with NYSERDA to the fullest extent possible in order to avoid duplication and 

undesired intrusion into customers' lives. For the most part, Staffbelieves that most programs 

should be the same statewide, so that customers and trade allies do not get confused with 

differing program requirements h m  utility to utility. Such an approach is used for many gas 

programs in Connecticut, Massachusetts, and California where utilities work together to plan 

common programs that individual utilities administer in their service territories. In addition, 

since NYSERDA operates most current electric programs and there are natural synergies 

between many electric and gas programs (s new buildings, home retrofits, etc.) Staff 

recommends that NYSERDA and the LDCs form a task force that will meet prior to LDC filings 

and to discuss and hopefully reach consensus on appropriate programs and roles for NSYERDA 

and LDCs. If LDC representatives and NYSERDA representatives are separately marketing 

similar programs and contacting customers for participation, it will lead to customer confusion 

and possible negative attitudes toward efficiency programs. 

Staff recommends that interruptible sales and transportation customers of LDCs be 

exempted fiom mandatory participation in energy efficiency programs. Many of these customers 

are dual-fueled, with their alternative to natural gas being oil. Any increase to natural gas rates 

could cause them to burn more oil, which would result in higher greenhouse gas emissions. In 

addition, part of the margin resulting from sales to interruptible customers flows back to firm 

ratepayers and has the effect of reducing bills for firm customers. An increase in natural gas 



, 
cdsts'ta intermptible customers could result inikduce'd margin from these customeis aid 

i n w i e d  bills for firm customers. Interruptible customers could, however; be'given the option 

to participate in energy efficiency progms if it makes economic sense' for them and does nof ~ ' 

cause them to simply switch to oil. 7 .  
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Attachment 1 

Activities with the Potential for Significant Short Term 
Energy Efficiency Savings 

This attachment capturea ideas that do not fit into tnrditional end use energy efficiency program 
categories. 

Addressk Barriers to Enerw Efficiency 

Form a working group to address key market barriers, especially the principal-agent/ split 
incentives issue and information transaction costs. 

Examine process for customer enrollment in energy efficiency programs and look for ways to 
simplify/streamline the process 

Identify barriers to contract for performance approaches to energy efficiency 

Consider use of loading order concept used in California that puts energy efficiency fint in order 
of methods for meeting load 

Consider use of a green house gas adder when evaluating fuel use decisions 

Continue to consider revenue dmxpling initiatives in rate cases 

Consider extending net metering to micro-CHP units 

Accelerate market transformation programs by: 
Meeting with key market players to develop a plan 
Accelerating retail information/promotion 
Adding incentives such as rebates since they are effective in rampingvp market share 
Using rebates to drive the use of new energy efficient technologies tankless water 
heaters, solar water heating) that currently have a small market presence 
Exploring bulk purchase options for appliance replacement 

Work with other states to create more stringent appliance standatds for lighting, appliances, and 
commercial equipment. 

Bid P r o m  

Examine concept of a white tag trading system energy efficiency certificates) 



E n e m  Audits 

Rethink energy audit approach to make the process user Friendly, to give customers a stake in the 
outcome, and to make sure that measures identified are actually installed. For professionals, 
develop analysis methods that go beyond the "parametric" screening approach that prioritizes 
measures one by one based on benefit cost ratio. To get deeper savings, bundles of measures 
with interactive benefits should be included in measure selection methods. For example, 
bundling e res can justify deeper savings and high& 
levels of ir IY. 
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Enerm Efficiency Studies 

Pay the design assistance costs for buildersldesignm that wank'to perform energy efficiency 
performance model :s. This can be very effective in new construction and t 
developing retrofit 1 or larger and more sophisticated customers, su rial 
sector. 

, ~ . . .  .,.. , . . Financing , . , , , . 
, . 

Make low or no cost loans available to customers that want to install energy efficient measures. 
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Financing is just one component in p r u g ~  "=sign. Financing must be made easy for customers 
and bundled with other services needed to make a transa ur. Credi I a 
limiting factor that makes financing more effective for sc :et segrne 

Explore on-bill financing options for C/l customers, including the possibility of services 
specified in utility tariffs. 
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Accelerate market transformation bv encouraging retailers to stock energy efficient systems, 
possibly b: r dedicating shelf space to energy eff ~dels. icient mo 

Set quality Installanon stanaaras to make sure energy effictency programs are not glving 
incentives for installing units that are larger than necessary or which have inadequat~ ant 
charge or airflow. Distribution system efficiency should also be part of HVAC insts 
standards. Quality control procedures should also be included. 

e refriger 
lllation 

Encourage use of technologies that use existing HVAC equipment more efficiently. . . 

Increase the funding and application of the Energy Smart Communities program, which looks at 
comprehensive energy usage 



Work with other states to propase stnmg federal appliancestandards, discuss the concept of a 
white tag marketplace, and standardize M&V protocols throughout the region. 

Work with the United States Department of Energy (DOE) to encourage strong new standards 
when EOE revises equipment efficiency standards. Also consider setting state equipment 
efficiency standards fof products that &e not federally regulated. 

Use SBC and utility programs to familiarize builders, developers, and designers with advrinced 
construction practices in order to facilitate periodic upgrades to state building codes. 

Involve community organizations in installation of basic energy efficiency equipment, especially 
for low income customers. 

Work with multi-family building owners to let them know ofopportanitits for energy efficiency 
funding available to them. 

Engage major private sector actors, such as the real estate development industry, the finance 
industry, corporate leaders, and others to devise sector-specific, large-scale initiatives that go 
beyond current program designs. 

Ensure that protocols for tracking the budgets and energy savings for energy efficiency programs 
are standardized so that programs can be compared on an apples-to-apples basis. 

Train members of the community to do energy audits and install appropriate energy efficiency 
measures, especially in low income programs. 

Work with mmfacturers and 0 t h  in the suppfy chain to get a variety of high4ciency 
lighting products into the New York market on an accelerated schedule. These include CFLs, 
but also high-efficiency incandescent products, LED products, advanced fluorescent and HID 
products, and others. 

Get more CFL bulbs into customers' hands -there are a variety of options, including customer 
education about savings available, coupons (or in-store rebates) for subsidized light bulbs, 
partnerships with retailers and manufacturers, low cost bulbs sold by civic organizations, etc. 
Also, work "upstream" to provide incentives to manufacturers and retailers. 

Subsidize the cost of fixttrres that use CFLs, focusing w h m  possible on pin-based or other 
"hardwired" solutions. 

Provide incentives for use of lighting occupancy sensors a lights come on when you enter a 
room and go off when you leave it). 

Consider a direct installation lighting program for small C&I customers. 
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Examine o p p h t i e  

Measurement and Verification 

Consider aligning the measurement and verification protocols with those being developed for 
other policy initiatives, such as RGGI. 
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Gather better dataon how.much electricitythe average NY household uses for viiious m6SOf 
' 

a1 his information in the development of cost curves and to determine the 
P ures. 
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Motors ,- . 

Investigate additional opporhmities to encourage use of energy efficient fnotors. Largest savings 
are in largc lntrol sysl 
optimizati~ nd nomir Y. 
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Omommities with Additional Funding 
, . 

Allow more customers to participate in successful energy efficiency programs that are currently 
oversubscribed. 

Expand marketing ~ L , ~ , L J  tu the general public, a. h e  ENERGY STARB c a m ~ a ~ p .  

Give added focus to market ready, underused technologies (%,hybrid cooling, LED lighting). 

Outreach and Education 

bill insa 

... .. .... 2 

111 kiosks, 

r-.~... 

Get energy conservation messages to the public via multiple outreach vehicles ( e . ~ . ,  fairk. 
billboards, ads, bus signs, mi , etc.). 

Enlist senior elected officials. celebrities, sports ngures, and other opinion leaaers ro appear In 
media prof 

Let the publ~c Know wnar steps rney can take that are easv and inexpensive. 

Use case S~UUIGS r u  I build the case for yeen buil >us commissioning approaches. 

Give away low cost energy efficient items at fairs, including bigger items as part of drawings. 

he trainer - .... sessions for teach ers about energy e topics. L - .  

Develop enhanced materials that teachers can request that address energy efficiency issues. 

Use train tl fficiency ,ink school-based - 
programs to raclllty operational savlngs through programs like Green bchools. 



Develop Speakers' Bureau to do outreach to community groups. 

Develop m h a l s  for energy efficiency reviews that students can use with their families in their 
own homes. 

Develop a smart living center that demonstrates energy efficient operations and can be used to 
train contractors on energy efficient installation techniques. 

P r o m s  to Reduce Cooling Load 

Encourage use of programs that integrate load control with air conditioning. 

Promote planting of shade trees to reduce air conditioning load. 

Promote low solar heat gain windows in downstate window replacement markets. 

Promote a Cool Roof program and explore other uses of spectrally selective materials, including 
roofing materials and paints. 

Examine opportunities for more efficient refigeration in grocery stom and food warehouses. 

Rate Desim 

Investigate use of innovative cost based rate designs with the potential to encourage energy 
efficiency peak activated pricing, rate discounts for beating established usage reduction 
thresholds, voluntary time-of-use rates for residential customers that encourage off-peak 
electricity usage, etc.). 

Whole House Amtoaches 

Expand the Home Performance with ENERGY STAFU3 Program. 

Complement the Home Performance with ENERGY STAR@-pmgmn with a simpler, less 
expensive approach emphasizing sealing of duct and air leaks. This approach will also allow 
many more customers to be served and will meet the needs of customers who do not want to 
pursue the full comprehensive Home Performance route. 



Attachment 2 

Activities with the Potential for Significant Energy Efficiency Savings in the 1 Long Ter 

This attachment captures ideas that do not fit into traditional end use energy efficiency program 
categories. 

Amliances 

Investigate collaborative ways to improve energy efficiency of appliances and electronic 
equipment. Meet w to develop collabo proaches to makin] r' - - 

generations of prod1 
coordination approa 

ith manu 
ucts dram 
lch. 

facturers 
latically r nore efficient. Thi 
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s may re( 

Construction 

pire a regional or 
5 new 
national 

Create a planning process that seeks to fully offset energy and demand additions for new 
construction, such that total program impacts more than compensate for the energy and capacity 
additions that flow from new service connections. 

Update current building code standards and continue to update them on a frequent, s :d 
timetable. 

thod fo~  
.,--&.J 

ode coml 
....,.A :-. 

Examine California's building codes dealing with energy efficiency and determine wb nY 
of these measures should be incorporated into the New York State building code. 

Examine building code scope to include more electricity measures. Codes mainly target heating 
loads but could be expanded to include measures like residential lighting. 

Create a time-dependent valuation me r t ~liance. This would place 
higher value on measures that reduce e~ectnclty usage at pean tlmes. Currently, all BTUs are 
treated equally in codes - they should be differentiated based on their importance fo 
system impacts. 

Improve training for building inspectors. Link code training to voluntary high performance 
programs. Encourage new buildings to adhere to green building standards a LEED, Energy 
Smart Homes, etc.). Set minimum energy performance standards for LEED buildings. 

r utility 

Improve the building inspection process, including enforcement mehanisms, to ensure energy 
efficiency requirements are properly implemented. 

Encourage municipalities to use higher building standards than state law requires a LEED as 
the base requirement). 



Include energy efficient electronics and reductions in plug loads as part of updated building 
codes. 

Increase the requirements to qualify for a NY Energy Smart home. 

Participate in national efforts to design Zero Net Energy Buildings by 2030. In the meantime, 
use a Net Zero planning approach to the overall energy "footprint" of new buildings in the 
aggregate. This means making sure that total efficiency program impacts are high enough to 
more than offset energy and capacity additions from new buildings. 

Encourage more energy efficient home and commercial building design through partnerships 
with architectural and engineering schools. 

Work closely with the architectlengineer community in each major metropolitan area to achieve 
major shifts in design practices. 

Develop a report cadhome energy rating system for prospective homebuyers on the energy 
efficiency of appliances and the home as a whole. 

Pay a bounty to builders that achieve a higher HERS rating than average. 

Require a higher energy efficiency standard for buildings over a predetermined size. This could 
take the form of a progressive connection fee for every KW above a set minimum. 

Monitor issuance of new building permits for CA construction and intervehe as early as possible 
to introduce energy efficiency information so that it can be used in the building design process. 
Develop a system whereby those seeking building permits automatically receive information 
about energy efficiency opportunities available to them or require them to certify that they have 
contacted NYSERDA andlor the local utility about energy efficiency programs. 

Encourage utilities and municipalities to create incentives for high-efficiency new buildings, 
such as accelerated permit processing, reduced utility connection fees, and reduction of local 
impact fees. 

Leverage the federal energy tax deductions for commercial buildings and tax credits for new 
homes. Consider renewinglexpanding New York green building tax credits. 

Install energy efficiency measures and take first year saving as payment (or partial payment). 

Extend and expand New York State's Green Building Tax Credit Program. 

Determine which muftifamily buildings and commercial real estate have the highest energy costs 
per square foot and concentrate energy efficiency programs at these locations. 



Collect data on customer appliante usage using smart $d technologjr and design energy 
efficiency programs based on that information. 

Use smart grids to provide customers with up to date information about how their energy is being 
used. 

Education 

Develop an energy efficiency Curriculum for use in New York schools. Draw on past experience 
with Green Schools r programs. 

Leadine. BY Examule 

Enlist jprominent Corporate leaders tb endorse the state's program overall, and to make specific 
commitments to set accountable goals for their industries. Downstate, the real estate,finance, 
and corporate world offers 01 les that cc public 
investment. 

rate majo r savings with low 

Work with leading builders to develop energy efficient designs and encourage other builders to 
follow this example. 

Work with government at all levels to implement energy efficient proikts and advertise the 
resultant savings. 

Set ambitious energy efficiency goals and Chall 
to meet tht 

enge gro~ universities or municipalities)' 

Involve college students in on-campus efficiency progrru 

Hold an annual awards ceremony for leaders in im~lernenraaon of energy efficient measures. 

Work with the Governor's Task Force on Renewable Energy to develop legislation needed to 
improve energy efficiency. 

Include New York in energy efficiency initiatives already underway in other states. 

Work with trade associations to develop low cost loan funding mechanisms for energy efficiency 
projects. 

Set a goal and develop programs of fully replacing all magnetic-ballast and T-12 ligliting 
systems by 2010. 



Create lighting catalogs, including an online version, that include CFL lights and fixtures, 
including hard-to-find items like dimmable CFLs and promote this through multiple channels. 

Investigate programs to introduce expanded use of LED lighting as soon as practicable, including 
commercial refigeration, commercial general illumination, and residential general service 
applications. 

Create forward capacity market where energy efficiency and DG can participate -could use 
revenues to fund end use energy efficiency programs. 

Allow additional opportunities for small customer aggregation to participate in demand response 
markets. 

Consider planning that also includes the transportation sector. 

Coordinate load management and efficiency program delivery. For example, air conditioning 
cycling could be marketed in tandem with air conditioner replacement programs. Private-sector 
companies like Cornverge, Site Controls, and EnerNOC are actively developing demand 
response markets that also include efficiency technologies; they should be encouraged to create 
new channels for efficiency and load management delivery. 

Metering 

Expand penetration of sub-metering in master-metered multi-family buildings. 

Expand time sensitive pricing to additional customers. 

Offer a voluntary TOU rate for all customer classes, everywhere in the state. 

Redesign residential voluntary TOU rates to make them more attractive to customers. 

Examine potential applications for a smart grid using meters that enable two-way 
communication. 

Consider a "critical peak" pricing program for residential and small C&I customers, such as 
California is now implementing. 

Install upgraded meters that can capture better data on how electricity is used and that can 
provide two-way communication to allow for control of appliances, lighting, air conditioning etc. 

Encourage use of automated demand response programs. 

Design metering and communication protocols to support efficiency and load management 
program evaluation. Advanced metering offers the opportunity to better determine the load 



shape impacts of efficiency measures, which is important in documenting the capacity benefit$ 
from efficiency programs. 

Requirements that Enetw Efficiency Measures Be Installed 

h t  requirements in tariffs that utility service will not be turned on unless specified energy 
efficiency measures are in place. 

Have requirements for energy efficiency measures at the time of sale of a building and create 
financing mechanisms to allow for efficiency measures to be financed in mortgages. 

Include requirements in economic development funding that specified energy efficiency 
measures must be undertaken before funding will be made available. 

Allow utilities to establish electrical connection fees based on the energy efficiency of the 
building. 

Metering 

Revise metering rules to increase the number of situations where customers will be responsible 
for paying for their actual energy usage. 

Introduce legislation that would require metering of all living units. 

Targets 

Use a strategy of least cost procurement. 

Set target energy efficiency savings level that each utility would need to deliver. 

Tax Incentives 

Provide expanded tax incentives for energy efficiency measures, including: 
Sales tax exemptions for efficient products 
Income tax credits and deductions for new buildings and retrofit measures 

Encourage additional research into high temperature super conductors and look for additional 
opportunit uce line losses, especially at the distribution level. 

Investigate opportunities to reduce power losses via better reactive power control. 

Examine additional opportunities for use of CHP. 

Examine potential for additional savings from MTA and Long Island Rail Road operations. 
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lnstall more energy efficient transformers, building on the expected federal standard. 

Remove wnstraints that lead to out-of-merit dispatch of generation to improve the efficiency of 
the generation fleet. 

Set target energy efficiency savings level that each utility would need to deliver. That will be 
important to drive accelerated utility program efforts. 



Attachment 3 
.. , 

Preliminary Benefit Cost Analysis of ack Programs 

Below is a description of the assumptions used in a program-by-program benefit-cost 

analysis of "fast-track" energy efficiency programs as part of the EPS Proceeding. Tables 

showingthe rksults of the analysek follow. 

Benefit Elements 

The benefits of energy efficiency measures include the avoided costs of providing 

electricity and natural gas. Staff valued electricity at price levels fiom recent MAPS runs and the 

trajectory of electricity prices from the U.S. Energy Information Administration's (EM) 

reference case foreca~t.~' Staff valued transmission and distribution at EIA's forecast, which is 

somewhat higher than the most recent estimates for upstate New York, but far below recent 

estimates for New York City and, therefore, well below the statewide average. Avoided costs of 

electricity include costs of capacity and energy in generation, and capacity in transmission and 

distribution. Staff valued natural gas at $7,50O/bBTU, in 2007 dollars, based on a review of 

numerous sources. This is also on the low side for an estimate of avoided costs. 

In keeping with Commission Order 04-E-0572, Staff did not include any extemal costs of 

electricity or natural gas. There is a tension here, because these extemal costs could well be the 

primary justification for government support of energy efficiency. Other reasons for government 

to support energy efficiency include the under-incentive for the private market to disseminate 

information about energy efficiency and the difference between the appropriate social rate of 

discount and the private cost of borrowed finds. For a social benefit-cost analysis, f ihre  

benefits and costs should be discounted at the social rate of discount. End-users, however, can 

be expected to discount future benefits and costs at their own cost of borrowed funds. The social 

" Annual Energy Outlook, 2007, DOERIA-0383(2007), Table 8, Prices by Service Category. 

98 



rate of discount is much lower, and costs of energy efficiency measures tend to be front-loaded, 

while the benefits accnre over much longer spans of time. As a result, socially beneficial energy 

efficiency measmes can easily fail to be cost-effective to lxivate end-users. 

Staff does not include price-suppression in the markets for electricity or natural gas as a 

benefit of energy efficiency measures. The benefit of pricesuppression to consumers is exactly 

offset by the cost to producers. To be consistent, including price-suppression in electricity and 

natural gas numbers as a benefit would also require including upward impacts on prices in the 

market for energy efficiency as a cost. 

The costs of energy efficiency measures include costs of acquisition to program operators 

and participants and costs of marketing and administration to program operators. 

Gross Versus Net Savings 

The savings in use of electricity and natural gas are net of factors such as fiee ridership, 

spillover, and snap-back. 

Time Horizon 

The analyses look forward to 2030, which is as far as the EIA price-forecasts go. This 

period of time is sufllcient for the savings from most of the energy efficiency measures to 

emerge as the measures are acquired and then to dissipate as the measures finish their expected 

useful lives. 

Table 1 assumes that new installations of energy efficiency measures cease after 201 5. 

When it is assumed that new installations stop after 2012, results are as shown in Table 2. 



. . ". : . . 
Discdunt Rate - - '  

., . . . 

Arrow (1995), writing for the International Energy Agtncy, cites a "well-ki~own' 

formula" for the real rate of discount implied by a utilitarian welfare criterion: rate of discount = 

a + Bb , where a is the pure rate of time preference, B is the coefficient of relative risk aversion 

. . . . . . , 1-8 in' a constkt rdativd Aik aversion utility function (U = c  /I - 8) , aid b is the iatk of gro\;ih ' 

in consumption per capita?6 Staff assumes that personal consumption per capita in the state of 

New York will grow at 1.74% annually to 2030, which i of growth in persc ne s the rate ma1 incor 

-- 
per capita in New York from 1982 to 2006; this looks backward as far as it looks forward." An 

estimate of B just over 1.5, which is typical, with no pure time preference, implies a real 

discount rate of 2.6%. 
. - 

"Arrow, K e ~ e t h  J., "Intergenerational Equity and the Rate of Discount in Long-Tem Social Invcstmenc', IEA 
World Congress, December 1995. See page 1 1 .  

37 See h t l p : / / w w w . n y l o v e s b i z . c o m / n y s d c / E c o n o ~ .  



Table 1: Summary of Fast-Track Programs to 2015 
8/27/2007 

- -- 

Nmd Gas 
Program El& BeneMs Bcneflts !a!!@ NPV - BIC 

(m200716) (m2007%) (m2007S) (mZ0075) 

Standards and C o d s  
Residential ENERGY STAR Canpact Fluomcent Light Bulbs (CFLs) 
Retrocommissioning 
C&I Lighting Rebates 
Commercial New Conshuction Expansion 
Residential Gas Equipmmt (Heating and Water Heating) 
C&I RFP Program 
Residential Central Air Conditioning 
Low Income Program - Expand EmpowerNY 
Small C&l 
Residential ENERGY STAR Lighting FixtureJ 
Residential New Construction (1-4 family) Expansion 
Flex Tech Expansion 
Commercial Sector Fows 
Industrial Process: Flex Tech Expansion 
Residential Gas Retrofit 
Home Performance with Enargy Star Expansion 
Low Income Program - Expand Weatherization Assistance Program 

I Excludes Standards and Codes 



Table 2: Summary of Fast-Track Programs to 2012 
8/28/2007 

Nataral Gas 
Program Electrlc Benetib Benefits 

(m2007$) (m20075) 

:ntial ENER 
!ntial Centra 
'-A. -2 

icome Prom 

Standards and Codes 
Residential ENERGY STAR Compact Fluorescent Light Bulbs (CFLs) 
Retrocommissioning 

~ ~ 

Commercial New Construction Expansion-I " ' 

C&I Lighting Rebates 
Residential Gas Equipment (Heating and Water Heating) 
C&I R 
Low 11 nd EmpowerNY 
Small 
Residerrual brew Lurlslrmuun (1-4 family) Expansion 
Reside Lighting Fixtures 
Reside tioning 
Flex Tcsu napans 

Commercial Sector Focus 
Industrial Process: Flex Tech Expansion 
Residential Gas Retrofit 
Home Performance with Enwgy Star Expansion 
Low 11 nd Weatherization Assistana Program 

I 

ram -- Expa 

GY STAR I 
11 Air Condi. 
ion 

ram -- Expa 

Costs - 
(m2007$) 

NPV B!G 
(mZO07rS) 



Appendix 

Year-by-Year Benefits and Costs by Program 
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