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BY THE COMMISSION:

INTRODUCTION

Before the Commission are the threshold issues
necessary in order to put in place an Energy Efficiency
Portfolio Standard (EEPS) for New York State and to begin
achieving energy savings under this program. One of New York
State’s highest energy priorities is to develop and encourage
cost-effective energy efficiency over the long term, and
immediately to commence or augment near-term efficiency
measures. The determinations in this Order establish the
framework for ensuring that energy efficiency becomes an
integral part of the New York energy industry. This initiative
is In the context of the broader State policies for the
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development of the clean energy industry and economy in the
State: policies iIncluding Executive Order No. 2 of Governor
David Paterson, the Renewable Portfolio Standard, the Regional
Greenhouse Gas Initiative (RGGI), and improvements in State
energy building codes and appliance efficiency standards.

We reaffirm our support for the long term goals and
purposes set forth in the Initiating Order. Most important, we
adopt the goal of reducing electricity usage by 15% statewide by
2015.1 The objectives of the EEPS are to realize New York’s
untapped potential for energy efficiency and make this a high
priority energy resource. This potential was described iIn a
2003 report on the development of New York State’s energy
efficiency program.? Working toward and ultimately attaining
this aggressive goal will moderate expected iIncreases In average
bills and the State’s energy costs over time; enhance system
reliability; ease wholesale prices and transmission and
distribution congestion; reduce greenhouse gas emissions and
local air pollution from the energy sector; improve New York’s
energy security and create clean energy jobs for New Yorkers. In
attaining these objectives, careful attention to program benefit
cost ratios iIs very important as there is a need to achieve the
maximum return on each iIncremental energy efficiency iInvestment

“The purpose of the proceeding is to design an EPS to meet
the targets for energy efficiency which, along with
additional renewable resource development, and other
programs, decreases the State’s dependence on fossil fuel-
based generation and imported fuels, and reduces its
greenhouse gas emissions. An EPS should be designed
ultimately to reduce customer bills, stimulate State economic
development, and create jobs for New Yorkers.” Case 07-M-
0548 — Proceeding on Motion of the Commission Regarding an
Energy Efficiency Portfolio Standard, Order Instituting
Proceeding (issued May 16, 2007) (Instituting Order).

Energy Efficiency and Renewable Energy Resource Development
Potential in New York State, prepared for New York State
Energy Research and Development Authority (NYSERDA), by
Optimal Energy, et al., August 2003 (2003 Optimal Report).
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in the context of also achieving other public interest policy
objectives and to reduce rate Impacts on customers.

In this Order, several foundational issues are
addressed, resulting In an expanded energy efficiency program
capable of attaining the goal adopted in the Instituting Order:
a 15% reduction in forecast electricity usage by the year 2015
(15 x 15). First i1s the adoption of specific, interim, three-
year targets for MWh reduction, with a forecast trajectory that
will achieve the efficiency goal of this proceeding. Second is
the approval of specific energy efficiency programs for
immediate implementation (the "fast track' programs). Third is
the direction to New York’s iInvestor-owned utilities to commence
collection, through the System Benefits Charge (SBC), of
additional funds to support the EEPS through 2011. Fourth is
the adoption of a requirement that utilities file energy
efficiency programs consistent with the policies and
benefit/cost factors adopted herein. Fifth i1s the adoption of
findings under the State Environmental Quality Review Act.

PROCEDURAL HISTORY

On May 16, 2007, the Commission issued i1ts Order
Instituting Proceeding, establishing the goals for this
proceeding. On June 1, 2007, Department of Public Service Staff
(Staff) submitted a Preliminary Staff Analysis Regarding the
Benefits and Costs and Bill Impacts of Energy Efficiency Program
for 15% Reduction in Electricity Usage by 2015. On June 4,
2007, an initial procedural conference was held. On June 13,
2007, a Notice of Proposed Rulemaking was published In the State
Register pursuant to the State Administrative Procedure Act.®
On June 15, 2007, a Ruling on Scope and Schedule was issued.
Questions to parties were proposed by Staff and by the ALJ. On
July 16, 2007, parties responded to Staff questions and on
July 30, 2007, parties responded to ALJ questions. On July 19
and 20, 2007, an overview forum was conducted in which

3 SAPA 1.D. No. PSC-24-07-00014-P.
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presentations were made and discussion was encouraged regarding
the scope of the proceeding and fundamental approaches.

On August 24, 2007, the ALJ presented a letter to
parties establishing a collaborative process centered around
four working groups. Working Group I was to address overall
EEPS structure (respective roles of NYSERDA, utilities, other
energy services and efficiency providers). Working Group 11 was
to address energy efficiency resource acquisition: market
transformation, end-use customer, and peak load reduction/load
management. Working Group 111 was to establish targets and
benchmarks and address measurement and verification iIssues.
Working Group IV was to address emerging technologies, next
generation resources for network management, and customer load
management.

On August 28, 2007, Staff filed i1ts Preliminary
Proposal for Energy Efficiency Program Design and Delivery. The
Staff preliminary proposal included a proposal to bifurcate the
proceeding into a fast track and a multi-year planning process.

On September 10, 2007, proposals were issued by New
York City (NYC), the Dormitory Authority of the State of New
York (DASNY), Joint Utilities, Long Island Power Authority
(LIPA), Natural Resources Defense Council (NRDC), and the New
York State Energy Research and Development Authority (NYSERDA).

On September 17, 2007, a collaborative meeting of all
the parties was held 1in which Staff’s proposal and the
collaborative process were discussed and working groups
conducted i1nitial meetings.

A comment date of October 15, 2007 was established for
parties to comment on Staff’s fast track proposal. On
October 1, 2007, the ALJs, in a letter to parties, requested
that fast track proposals consist of not more than five existing
programs that can be implemented within the nearest possible
timeframe. The letter also requested that any fast track
program be discussed in terms of the following: whether, and to
what extent, such program is presently oversubscribed;
demonstrated effectiveness of such program; incremental benefits
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expected from such program if funding levels were iIncreased in
the near term; cost of putting such program on fast track;
sources of funds that can be accessed on a fast track basis; and
administrative barriers, if any, to prompt expansion of the
program. On October 15, 2007, 23 parties submitted comments on
Staff’s fast track proposal.

On October 17, 2007, a series of regional roundtable
discussions was initiated by Staff. Nine regional roundtables
were held between October 17, 2007 and November 30, 2007. Over
160 participants representing a wide variety of customer and
industry interests attended.

On October 31, 2007, the ALJs issued a ruling on fast
track procedures and schedule, providing Staff an opportunity to
file reply comments in response to the parties” filings, and
announcing an intention to issue a recommended decision on fast
track issues.

On November 5, 2007, a plenary session of the
collaborative was conducted during which working groups
presented preliminary reports. On November 26, 2007, Staff
issued 1ts Revised Proposal for Energy Efficiency Design and
Delivery and Reply Comments.

On December 1, 2007, NYSERDA submitted a Report of the
Clean Energy Collaborative, a group of nine State agencies and
authorities,* presenting a proposal for State agencies’ and
authorities” collective contribution to the 15 x 15 goal.

On December 3, 2007, Joint Utilities filed a motion
requesting permission for all parties to file responses to the
Staff revised proposal that had been submitted November 26,

4 NYSERDA, New York Power Authority, Long Island Power
Authority, New York Department of State, New York State
Division of Housing and Community Renewal and Housing Trust
Fund Corporation, Dormitory Authority State of New York, New
York State Department of Environmental Conservation, New York
State Foundation for Science, Technology and Innovation, and
Office of General Services.
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2007. The Joint Utilities motion was subsequently supported by
Multiple Intervenors (MI) and NUCOR Auburn Steel, Inc.

On December 5, 2007, the four working groups submitted
their reports. On December 7 and 14, respectively, Staff and
NYC responded to the Joint Utilities motion. On December 14,
2007, a plenary meeting of the collaborative was held, during
which the Working Group reports were discussed. On December 17,
2007, Staff published its Regional Roundtable Final Report.

On December 20, 2007, Joint Utilities filed a motion
requesting that fast track issues and issues regarding the
fundamental structure of the proceeding be considered on the
same schedule. Several parties filed comments regarding the
Joint Utilities motion.

On January 11, 2008, an EEPS Administration Consensus
Recommendation was filed by a coalition of parties consisting of
NRDC/Pace, NYC, Association for Energy Affordability, New York
Power Authority, and eight utilities. The proposal would
establish a New York City partnership and other regional
partnerships for the planning and implementation of efficiency
programs, and would delineate the respective roles of NYSERDA
and utilities.

On January 19, 2008, Central Hudson, which was not a
signatory to the January 11 filing, submitted a Statewide Plan
for EEPS Implementation. On January 25, 2008, comments were
received from 25 parties on the January 11 “Consensus
Recommendation.”

On January 24, 2008, the ALJs issued a Ruling on the
Status of the Record and on Schedule. This ruling considered
the various filings of parties from the November 26, 2007
Revised Staff Proposal through the January 19, 2008 Central
Hudson Statewide Plan, and reconsidered the schedule announced
in the October 31, 2007 ruling. The January 24, 2008 ruling
expressed a determination that the record did not support
committing a substantial portion of EEPS funding to a fast track
outside the context of determinations regarding the larger
structural issues surrounding the case. The ruling established
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a new schedule designed to bring all of the major issues in the
case before the Commission within the nearest possible
timeframe. The schedule provided for the issuance by the ALJs
of a Straw Proposal, and briefs and reply briefs by the parties
on all issues.

On February 11 and 13, 2008, the ALJs issued a Straw
Proposal and Technical Appendix. On February 21, 2008, Staff
filed a Motion for Expedited Action on Its Request for
Reconsideration of the Schedule and to Bifurcate the Proceeding
Into Two Phases. In i1ts motion, Staff urged that a fast track
be reinstated and presented to the Commission at the earliest
possible time. On February 22, 2008, parties submitted
questions for clarification of the Straw Proposal. On
February 28, 2008, 10 parties commented on Staff’s motion.

On March 5, 2008, a technical conference was conducted
to examine the factual underpinnings of the Technical Appendix
to the Straw Proposal. At that conference, presentations were
also made by Staff, by proponents of the January 11, 2008
“Consensus Recommendation,” and by Assemblymember Andrew Hevesi.

On March 20, 2008, the ALJs issued a Ruling on Staff
Motion for Reconsideration and Revising Schedule. The ruling
determined that a fast track proposal would be presented to the
Commission, in the context of the record as developed to that
time. The proposal would be informed by further comments of the
parties on four issues: the fast track proposals of Staff,
NYSERDA, and other parties; the policy rationale for authorizing
utility administration of energy efficiency programs; whether
the program costs and bill impact figures presented in the
Technical Appendix to the Straw Proposal represent reasonable
estimates; and the advisability of allocating energy efficiency
targets and funding among NYSERDA and each utility as per the
Straw Proposal. The ruling denied Staff’s motion to reinstitute
a collaborative process for all aspects of the EEPS program.

The ruling stated that collaborative processes would continue on
discreet issues.
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On March 25, 2008, Staff filed an update of 1ts Report
on Recommendations for the EEPS Proceeding. Also on March 25,
2008, Central Hudson filed with the Secretary a motion for
expedited interlocutory review, requesting that the Commission
set aside the March 20, 2008 ruling. On March 28, 2008, the
Secretary, In a letter, advised Central Hudson that the relief
it sought iIn its March 25, 2008 motion - consideration of i1ts
own fast track proposal - was provided for in the March 20, 2008
ruling, and that the Commission need not consider Central
Hudson”s motion.

On April 10, 2008, 25 parties filed briefs, and on
April 18, 2008, 20 parties filed replies. On May 21, 2008 the
Commission in public session considered and discussed numerous
Issues concerning this proceeding, in anticipation of further
action resulting in this Order.

PROGRAM GOAL, COSTS AND BENEFITS

A. The Commission’s Jurisdictional Goal

In order to assess the options for immediate action,
an estimate of overall program costs must be established. This
requires, at the outset, a determination of the portion of the
State’s 15 x 15 goal to be undertaken by entities subject to the
jurisdiction of the Commission. References to the
“jurisdictional gap” are to that portion of the State’s 15 x 15
goal that is within the control of the Commission.® This
includes all utility activities as well as programs funded
through utility rate surcharges and administered by other
entities such as NYSERDA. With the exception of the role of
building codes and appliance standards (codes and standards),
the question of the jurisdictional gap has not generated a large
amount of controversy among the parties.

°> Potential transmission and distribution (T&D) efficiencies

also within the Commission®s jurisdiction will be considered
separately.
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The jurisdictional gap is calculated by forecasting
electricity usage through 2015 (the baseline), calculating 15%
of the baseline, and subtracting expected contributions of
entities outside the Commission’s jurisdiction and the effect of
improvements in building codes and appliance standards. The
baseline forecast was largely developed by Working Group I111.
The efficiency contributions of other State entities were
largely identified in the filing of the Clean Energy
Collaborative.® The baseline excludes some efficiency gains to
be achieved after January 1, 2007, from existing programs.
Interim targets for the years 2008-2011, adopted here, are
arrived at through a straight-line slope or ramp-up commencing
October 1, 2008 and continuing through 2015.7 The results of
these calculations are set forth i1n Appendix 1.

In addition to the near-term efficiency targets
adopted In this Order, we emphasize the importance of demand
reduction as a critical objective of this proceeding. Reducing
peak demand will moderate commodity prices, improve system
reliability, and potentially reduce — or at least defer - the
need for construction of generation, transmission and
distribution facilities. We will require that impact on demand,
particularly In constrained areas, be an important criterion iIn

New York State Agencies and Authorities Energy Efficiency
Programs (filed November 30, 2007). Other State entities
outside the Commission’s jurisdiction share the
responsibility for meeting the statewide 15 x 15 goal. These
include LIPA and NYPA, which have established efficiency
goals, the Department of State, which is responsible for
building codes and appliance standards, and other State
agencies that have i1dentified efficiency programs.

At this time, targets are established for the State’s
investor-owned utilities. Whether targets should be
established for municipally owned utilities within our
jurisdiction will be addressed in a later phase of this
proceeding.
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selecting efficiency programs.® EEPS funding, as well as the
existing funding of SBC programs, should be managed to the
maximum extent possible In a manner consistent with other public
interest policy objectives to defer or eliminate the need for
utility infrastructure iInvestments. In some territories
achieving energy demand reduction may be as important as
achieving energy savings because energy demand drives costly
infrastructure investments. Establishing program targets on a
utility service territory specific basis will allow utilities to
factor the demand reductions from the efficiency programs into
their infrastructure planning.

Several parties have commented that estimating the
near term impact of enhanced codes and standards is inherently
difficult. These objections, however, do not support ignoring
the significant role of codes and standards in achieving the
State’s goal. Estimates presented by Staff, NRDC/Pace and other
parties demonstrate that the benefit/cost ratio and the

Although the role of demand response programs - versus
permanent energy efficiency programs - remains an issue, it
is clear that this proceeding will not encompass demand
response that substitutes one generation source for another
without regard to efficiency or emissions.

-10-
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potential energy savings associated with enhancing codes and
standards exceeds that of most, if not all, efficiency programs.®

At this time we are adopting program targets for the
period ending December 31, 2011. Because the estimated savings
attributable to codes and standards accelerate markedly after
that time, the uncertainty surrounding the estimates does not
substantially affect the three-year targets being adopted in
this Order.

B. Estimated Benefits and Costs

Establishing a reasonable working estimate of the
overall costs of filling the jurisdictional gap allows us to
assess the portion of the overall program represented by fast
track program commitments. As a reference point, parties were
asked to assess the estimates of the overall costs contained iIn
the Technical Appendix presented in the ALJs” Straw Proposal.

The Technical Appendix estimates were derived from the
reported costs of NYSERDA programs, with a 25% escalator added
to reflect the potential increase iIn per/MWh cost that may

® The precise method of accounting for Codes and Standards in

establishing the jurisdictional gap will require further
consideration In subsequent stages of this proceeding. New
Tederal legislation regarding lighting has substantially
increased the likely contribution of Codes and Standards.
Some parties may argue that federal efforts should not be
counted toward the State’s goal but rather, that the federal
efforts should be reflected in a reduced estimate of total
system usage in 2015. Against this argument stands the
concern that the federal lighting standards may displace a
substantial amount of lighting-based efficiency that would
have been accomplished through EEPS programs. Because
lighting programs tend to be among the most cost-effective,
this development would add substantially to the long-term
costs of the EEPS program. Moreover, the cost of complying
with the federal standards will be borne by customers who
purchase the more efficient lighting equipment. For those
reasons, we are inclined to include the savings from the
federal lighting standards within the Codes and Standards
“wedge” rather than within the baseline. Further development
of this iIssue Is necessary prior to a final determination.

-11-
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result from expanding the reach of programs toward more
difficult-to-attain energy efficiency measures and a higher
level of program evaluation than has been conducted iIn the past.
This method produced an estimated average program cost of
$305/MWh.%° Multiplying that figure by the jurisdictional MWh
goal, and subtracting a set-aside of 6.25% to be achieved
through on-bill financing,! results in total program costs
averaging approximately $318.6 million per year.

1. Positions of the Parties

CPB argues that the program cost estimates are larger
than necessary because a more optimal portfolio of NYSERDA and
utility programs will result in a better selection of benefit/
cost ratios. CPB also notes i1ts concern regarding the accuracy
of estimates given that the projected bill impacts associated
with the Renewable Portfolio Standard turned out to be too low.
CPB expresses concern that the 25% escalation factor assumed in
the Straw Proposal may be i1nadequate.

New York City claims that the estimated increases iIn
customer bills are overstated for the early years and reductions
in customer bills iIn later years may be understated. The City
claims that the computation understates reduction In customer
bills because 1t omits a number of benefits that can be
expected, including: reduction In energy use; reduction 1iIn
capacity price; reduction In required capacity acquisition;
reduction in line losses; and reduction in T&D Investment. The
City also notes that the Straw Proposal does not reflect any gas
savings or other customer savings associated with the electric

10 '$305 is the cost of a program that produces one MWh per year,

for the multi-year life of a program. Thus, for example, if
a program lasted 10 years, i1t would save 10 MWh over its
life, and the cost per MWh would be $305/10 = $30.50 per Mwh
saved.

11 on-bill financing is a method that allows customers to pay

for efficiency measures through their utility bills. It is
discussed In more detail below.

-12-
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programs. The City presents calculations of bill impacts that
are significantly reduced compared with the Straw Proposal.

Joint Supporters caution not to rely on codes and
standards because for some types of equipment, turnover iIs very
slow and benefits will be experienced well outside the 2015
schedule.

Multiple Intervenors argue that bill impact figures
that iInclude estimates of commodity charge reductions mask the
impact on delivery rates of the programs. MI argues that a
total exceeding $300 million annually is too expensive and would
be detrimental to the State’s economy. MI notes that the
benefit/cost analyses do not reflect the cost of utility
incentives.

NYSERDA believes the cost estimates are reasonable,
but cautions that there are many factors that could
significantly alter that conclusion, including the portfolio of
programs, choice of administrative infrastructure, external
State and national economic forces, over-reliance on rebates or
“shallow savings,” or the introduction of confusing competitive
messages.

NRDC, like New York City, argues that the bill impact
assumptions do not adequately reflect the benefits of energy
efficiency programs, including the great potential for
reductions in T&D infrastructure investment in the Con Edison
territory.

National Grid argues that the funding levels proposed
for utilities in the Straw Proposal appear to be too low to
achieve the targets. National Grid claims that although i1ts
experience In Massachusetts of average annual first year costs
was $0.274/kWh as compared to $0.267 /kWh in the Straw Proposal,
the more appropriate comparison is to the $0.418/kWh experienced
by National Grid when residential lighting programs are
excluded. National Grid also questions the cost savings
available from on-bill financing iIn the near term, cautioning
that implementation of on-bill financing will need to be

-13-
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developed according to realistic timeframes addressing utility-
specific needs.

Con Edison and O&R claim that the overall program cost
figures are reasonable to use as early placeholders for the
outset of this program, exclusive of the on-bill financing
component. The companies caution that costs cannot be assumed
to remain the same. Like National Grid, they state they are
willing to enter into discussions concerning on-bill financing,
but that 1t i1s premature to endorse any estimate as to any cost
savings to be achieved.

Central Hudson argues that estimates based on NYSERDA
experience are not a reasonable proxy for overall program costs,
because NYSERDA has not served all local markets, and because
the NYSERDA costs may not be properly escalated.

Staff argues that the estimates are not reasonable
because 1t i1s not known what the costs of utility-administered
programs will be and what the potential cost savings of on-bill
financing are.

NYSEG/RGE i1dentify a range of estimates that have been
presented in the proceeding from $244/MWh through $427/MWh.
NYSEG/RGE claim that none of these estimates has been
systematically examined, in comparison with the goals of the
EEPS, and i1dentify a number of factors that could influence the
overall program costs including: variation In achievements from
codes and standards; portfolio balance; internalization of costs
associated with co-benefits; more stringent measurement and
verification requirements; the potential for skilled personnel
being unavailable; the effect of economies of scale; potential
alternate sources of funding; and changes in the level of
support activities. Given the number of unresolved factors,
NYSEG/RGE conclude that overall costs cannot be reliably or
accurately determined at this time.

NYC notes that estimated savings from codes and
standards are a ‘““somewhat elastic category” and should not be
used simply to Till any potential shortfall in projected
achievement of efficiency targets. The City describes the

-14-
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difficulties and inherent time lags in achieving savings from
updated codes and standards. The City notes that i1ts PlaNYC
timeline runs to 2030, rather than 2015, which allows more time
for a full development and implementation of improved codes and
standards.

2. Discussion

The Technical Appendix estimates were subject to
examination during the March 5, 2008 technical conference. The
majority of the parties’ criticisms pertain to the precision of
the figures in the Technical Appendix, or to the manner iIn which
they would be applied, not to the question of whether they
represent a reasonable estimate. Staff, for example, states
that the Technical Appendix figure of $314 million per year is
not reasonable, while Staff’s proposal identifies 2009 costs for
electric programs of $268 million. The Technical Appendix
figure is higher, iIn part, because i1t reflects an average that
accounts for an increase in costs over the life of the program
beyond 2009. Staff’s estimates also assume an Increase In costs
following 2009, reflecting increased customer participation.
Considering that, and given the wide range of potential costs
identified by NYSEG/RGE and other parties, the estimates
contained i1In the Technical Appendix and Staff’s proposal are
reasonably close for purposes of placing fast track proposals
Iinto perspective.

Parties are correct in identifying the numerous
factors that could influence overall program costs. In
particular, program selection and portfolio balance will have a
direct impact on total cost. Parties are also correct that it
is Impossible to identify final costs with precision at this
time, unless program budgets are determined from the outset In a
top-down manner. Even acknowledging these limitations, however,
parties with disparate interests such as Con Edison/0&R and
NYSERDA agree that the reference program cost figure of $305/MWh
used 1In the Technical Appendix is a reasonable estimate.
Multiplying that figure by the size of the jurisdictional gap,

-15-
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and accounting for a small portion of the goal to be
accomplished through on-bill financing, results In an estimate
of approximately $318.6 million in annual costs.!?> To this
estimate we add approximately $5.25 million to account for
enhanced evaluation for the existing SBC Il1l programs and $6
million In general outreach and education costs, resulting In an
estimate of approximately $330 million in average annual costs.
We will require periodic review in order to ensure that program
decisions are iInformed by the most current cost estimates
available.

Overall program benefits, identified in the Final
Generic Environmental Impact Statement, in Staff’s Revised
Proposal dated March 25, 2008, and in the Straw Proposal, are
compelling. Because, with minor exceptions, programs will not
be considered for approval unless they have a score of at least
1.0 on the Total Resource Cost test, system-wide program
benefits are expected to exceed costs. Staff projects for its
fast track proposals, excluding codes and standards, that
benefits over a diversified portfolio of programs would average
approximately 2.5 times program costs. The Straw Proposal
utilized an estimate of a 1.83 benefit/cost ratio, assuming an
alternative mix of programs. Applying the more conservative
ratio to total costs of $2.3 billion, results in customer
benefits exceeding $4 billion, or net benefits of $1.8 billion
for the program through 2015, at a lifetime program cost of
approximately $0.02 per kWh saved.

3. Conclusion
We adopt interim targets for electric energy
efficiency savings, to be accomplished through ratepayer-funded

2 There is a slight timing difference between the assumptions

that went into the Technical Appendix and those used iIn this
Order. When applied to the Technical Appendix, its

$314 million cost figure becomes $318.6 million.

This benefit estimate iIs conservative because i1t applies the
benefit/cost ratio only to program costs, not to participant
costs.

13

-16-
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programs, for the years 2008 through 2011. These targets,
enumerated in Appendix 1, will place the EEPS on a trajectory to
achieve i1ts portion of the statewide 15 x 15 goal. A total
annual cost of $330 million for electric efficiency programs is
a reasonable estimate for purposes of deciding the scope of a
set of fast track programs.

FAST TRACK PROGRAMS

1. Staff’s Proposal

Staff proposed a suite of programs for immediate
approval. Funding for Staff’s fast track programs would be
committed for 18 months through the end of 2009. Annual
statewide costs in 2009 would be $308.5 million. If the
portfolio of programs that Staff has identified were extended
through 2015, Staff claims that the projected energy savings
levels would be sufficient to meet the Commission’s
jurisdictional portion of the 15 x 15 goal. Staff proposes,
however, a process by which utilities and other parties may
propose programs to replace some of the fast track programs, i1f
their proponents can demonstrate that the proposed programs
possess clear advantages over the fast track programs. Staff
recommends 11 programs, three of which would be implemented by
utilities. Budgets for utility-administered programs would be
approximately 20% of the total. Staff also recommends funding
for marketing, workforce development, and enhancement of codes
and standards.

Because the two proposed utility-administered electric
programs do not presently exist in New York, Staff recommends
that implementation plans be submitted within 30 days of the
issuance of an order, and that a lead utility be designated to
convene collaborative meetings of all interested parties to
discuss the parameters of each program. Staff also recommends
that existing NYSERDA programs be the subject of collaborative
meetings to discuss potential Improvements, to be submitted in a
compliance filing within 60 days of this Order.
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With respect to evaluation and reporting, Staff
recommends that for expanded NYSERDA programs, existing
mechanisms for program evaluation should be used, with the
exception that expenditures of up to 5% of funding for the
program can be used for measurement and analysis. Staff notes
that where utilities may recover lost revenues, other than
through the use of a revenue decoupling mechanism, a higher
level of precision than is currently employed may be necessary.
Staff proposes that measurement and verification of utility
programs be directly overseen by DPS Staff.

2. Positions of the Parties

Numerous parties support Staff’s fast track proposal,
with varying degrees of qualification.

NYSERDA supports the Staff proposal, but maintains
that 18 months i1s too short a period for effective
implementation. According to NYSERDA, contractors and energy
service providers may hesitate to commit resources to ramp up
levels of staffing, equipment, and marketing without the
assurance of program continuity beyond 18 months. NYSERDA urges
a commitment to the fast track programs of at least an
additional year.

NYSERDA 1s concerned that the fast track portfolio
does not fully integrate electric and gas efficiency programs.
NYSERDA also recommends that $8.8 million allocated for market
development is insufficient and that NYSERDA should be
authorized to reprogram funds from other program areas into the
market development program if needed. Staff agrees with NYSERDA
that reprogramming of uncommitted SBC funds into marketing
should be examined.

The Northeast Energy Efficiency Council - New York
Chapter (NEEC-NY), a coalition of efficiency service providers,
agrees with NYSERDA that 18 months is too short a commitment,
but otherwise supports Staff’s proposed portfolio. Staff does
not object to 30-month commitments for fast track programs, with
the proviso that other programs could be proposed and approved
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prior to the end of the 30-month period. NEEC-NY also argues
that unspent portions of annual budgets should be rolled over
rather than trued up.

New York City argues against extending fast track
commitments to 2% years, arguing that the practical effect of
such an extension would be to iInstitutionalize such interim
programs over the long term. Combined with the fact that
utilities are assigned a relatively minor role, the City argues
that these two positions, taken together, would in practice lead
to the exclusion of the utilities from significant efficiency
efforts.

Con Edison interprets NYSERDA’s request that the fast
track commitments be extended by a year as an admission that
NYSERDA 1s not capable of ramping up quickly.

The Alliance for Clean Energy (ACE NY) supports the
Staff recommendations insofar as they apply to NYSERDA-
administered programs. ACE NY does not support utility
implementation at this time, because of unresolved issues with
regard to utility-administered programs in general. ACE NY
argues that utilities should be allowed to present programs of
their own development, iIn order to encourage their involvement.
Staff responds that i1ts proposed utility-administered programs
would help develop capability, while details on additional
utility efforts are developed.

The Consumer Protection Board (CPB) supports the fast
track portfolio, and argues that i1t will take several years for
utilities to provide energy efficiency services on a larger
scale. CPB supports the proposal that evaluation for utility-
administered programs should be conducted by DPS Staff, but
recommends that that principle also apply to NYSERDA programs.
CPB also supports the defined allocation of energy efficiency
spending for low-income programs.

The Department of Environmental Conservation (DEC)
supports the fast track proposal, particularly as i1t pertains to
low-income customers. DEC recommends that addressing
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environmental jJustice issues presented by peaking power plants
should be performed In the context of a fast track.

The National Association of Energy Service Companies
(NAESCO) urges adoption of the full suite of fast track programs
as quickly as possible. NAESCO agrees with CPB that the
development and implementation of new utility programs may take
at least two years. NAESCO argues that the proposed market
development budget is inadequate to achieve significant
penetration in hard-to-reach customer segments such as Class A
Office Buildings.

The Community Environmental Center and TRC Energy
Services also support immediate implementation of the fast track
portfolio.

EnerNoc supports Staff’s broader vision of the
proceeding, beyond the narrow fast track issues, particularly
Staff’s recommendations regarding potential contributions of
demand response.

Several other parties generally support the fast track
proposal, but with greater specific reservations.

NRDC, Pace Energy and Climate Center, and the
Association for Energy Affordability, Inc. argue that fast track
efforts should focus on expanding existing successful programs.
These parties disagree with the recommendation to initiate new
utility-administered programs as part of a fast track. They do
not, however, advocate delay of utility programs, but rather
recommend that utilities should be ordered to submit
comprehensive efficiency plans within 45 days and that an
expedited process be established for integrating utility
programs with existing NYSERDA programs. National Fuel Gas
agrees with NRDC that utilities should be directed to file
tariff leaves within 45 days to implement energy efficiency
programs. Staff responds that there is a need for a disciplined
process to assess new program proposals and evaluate needs.

NRDC argues that Staff’s approach to utility programs
is top down. Staff responds that i1ts proposed programs are
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designed to focus on specific market segments that have
identified needs.

NRDC argues that targets for natural gas efficiency
programs should be established at the same time. Staff responds
that an update to the 2006 Natural Gas Efficiency Potential
Study i1s being performed, and that Staff plans to develop a
proposal based on that update.

National Grid takes a position similar to NRDC,
supporting a limited enhancement of NYSERDA’s portfolio
contemporaneous with consideration of a broader array of utility
programs than is contemplated under Staff’s fast track proposal.
National Grid emphasizes that 1t has experience in administering
programs in Massachusetts, Rhode Island, and New Hampshire and
states that it can act rapidly to develop and deploy new
programs that will complement existing NYSERDA programs.
National Grid argues that NYSERDA is not the only logical entity
to deliver fast track programs and that utilities” capabilities
deserve to be evaluated on their own merits by the Commission.

With regard to lost revenues, National Grid argues
that In the absence of a revenue decoupling mechanism, a lost
revenue recovery mechanism should be approved. Staff agrees
with this approach, with the proviso that evaluation protocols
must be proposed that would be sufficient to support lost
revenue recovery.

New York City generally supports Staff’s portfolio of
fast track programs, but disputes whether the portfolio taken as
a whole would meet the Commission’s entire jurisdictional share
of the 15 x 15 goal. Staff replies that program budget levels
can be reviewed and adjusted if needed, as indicated by an on-
going program review and evaluation process. The City questions
Staff’s forecast regarding the contribution that can be expected
from revision of codes and standards. The City also emphasizes
that utilities eventually will be In the best position to
administer retrofit programs for existing commercial and
industrial (C&l) customers, and that more utility programs
should be included in the portfol