1. SBC Funding and Ratepayer Support

· The goal of publicly-funded energy efficiency efforts in each state is to capture all cost-effective energy efficiency that is not being achieved in the market without intervention. The System Benefits Charge (SBC) funds and other ratepayer support in each state should be set at levels at least equal to current funding for energy efficiency.
 Over time, states and stakeholders should consider increasing SBC and other ratepayer funding to levels sufficient to capture all cost-effective energy efficiency.

· Within the context of multiple objectives and considering various statutes and other explicit rules in each state, states and program administrators should consider targeting energy efficiency programs funded through SBC and/or other funding sources to geographical locations with reliability needs or constraints, energy efficiency measures that reduce peak load, and savings opportunities in high-value time periods, to the extent that these are not already being adequately addressed by the market and/or by other policy instruments.
1a. Shorter-Term Demand Response (Emergency and PRL Programs) Eligibility for State SBC Funding

· Individual states should consider using SBC funding to support enabling infrastructure and customer education/information for shorter-term demand response (emergency and price-responsive load programs), within the context of multiple objectives for SBC funding, and considering the stated purposes and limitations for SBC funding in each state (e.g., whether the SBC funding is authorized only for energy efficiency, or has broader authorization that may include load management).

· For states that allow or want to consider the use of SBC funding to support shorter-term demand response programs, NEDRI stakeholders recommend the following:

· State SBC funding should be limited to enabling infrastructure, technical assistance, and customer education/information for shorter-term demand response programs. Enabling infrastructure is hardware and software to support the customer’s ability to reduce load and enable them to participate in shorter-term demand response programs. Technical assistance and customer education/information includes facility audits, customer outreach, and education.

· Compensation to customers for participating in emergency and price-responsive load programs should come from the regional programs themselves. The state SBC funds should not be used to provide direct or supplemental load response payments to end-use customers or marketers.

· The SBC funding levels to support shorter-term demand response should depend on whether the state has significant reliability needs necessitating the support of emergency programs. Capability building and market development for economic shorter-term demand response programs absent an impending reliability crisis should be funded at lower levels. Recent experience in several states indicates that if a state is in a situation of capability building and market development, without an impending reliability crisis, SBC funding to support shorter-term demand response programs can be limited to less than 5% of the SBC fund.

· SBC funding for shorter-term demand response should be targeted preferentially to those applications clearly supporting both energy efficiency and shorter-term demand response.

1a. [Alternative] Distribution Ratepayer Funding to Support Shorter-Term Demand Response (Emergency and PRL Programs) 
· Individual states should consider distribution ratepayer funding beyond current SBC funds to increase customer participation in emergency and price-responsive shorter-term demand response programs.  This funding should focus on enabling infrastructure, technical assistance, and customer education/information for shorter-term demand response programs.

· Enabling infrastructure is hardware and software to support the customer’s ability to reduce load and enable them to participate in shorter-term demand response programs. Technical assistance and customer education/information includes facility audits, customer outreach, and education.

· Compensation to customers for participating in emergency and price-responsive load programs should come from the regional programs themselves. The distribution ratepayer funds should not be used to provide direct or supplemental load response payments to end-use customers or marketers.

· The distribution ratepayer funding levels to support shorter-term demand response should depend on whether the state has significant reliability needs necessitating the support of emergency programs. Capability building and market development for economic shorter-term demand response programs absent an impending reliability crisis should be funded at lower levels. Recent experience in several states indicates that if a state is in a situation of capability building and market development, without an impending reliability crisis, distribution ratepayer funding to support shorter-term demand response programs can be limited to a level equivalent to less than 5% of the SBC fund.

· Distribution ratepayer funding for shorter-term demand response should be targeted preferentially to those applications clearly supporting both energy efficiency and shorter-term demand response.

1b. Improving the Effectiveness of SBC Programs

NEDRI recommends that New England states consider improving the effectiveness of SBC-funded energy efficiency programs, including through performance-based approaches that would document performance for program administrators and customers. 

States should encourage whole building and comprehensive approaches to capture all cost-effective energy efficiency.  Also, states should encourage performance-based benchmarking to document the program impacts, inform customers of the performance of their buildings, and give customers the tools to be aware of and manage their energy use.
2. Appliances and Equipment Efficiency Standards
NEDRI recommends that New England states:

· Establish state minimum appliance and equipment energy efficiency standards

· Adopt state standards in 2003 for ten specific products in model legislation (Note: 2003 legislation proposed in MA, ME, NH, CT, and RI; 820 MW by 2020)

· Coordinate efforts regionally to research, adopt, and enforce energy efficiency standards

· Continue to participate in federal energy efficiency standards rulemakings

Reduce peak demand in 2020 by about 2,163 MW, equivalent to 25 percent of projected load growth (source: NEEP, 2002) 

3. Building Energy Codes 
NEDRI recommends that New England states:

· Regularly update building energy code requirements to reflect advances in design and construction practices, and equipment choices that affect building energy use

· Effectively implement current building energy codes by:

· Providing ongoing training and technical support for inspectors and builders

· Linking ratepayer-funded energy efficiency programs with building energy code training and development

Reduce peak demand by 1,115 MW by 2020 (source: NEEP, 2002) 

4. Enhanced Regional Coordination

NEDRI recommends that New England states consider:

· Regionally planning for and assessing the potential for demand-side resources

· Where valuable, regionally coordinating the development and implementation of demand-side programs and policies (e.g., regional market transformation, products with regional markets or avenues of commerce, regional appliance and equipment standards)

· Evaluating the effectiveness of existing regional energy efficiency programs

· Conducting regional research to identify new opportunities for as well as evaluating the impact of implemented demand-side resources

· Establishing a regional coordinating council for demand-side resources (part of RSAC or other)

These activities would complement, not replace, current state-based efforts, and would work with existing regional planning efforts. 
5. Complementary and Integrated Options for Energy Efficiency and Shorter-Term Demand Response

Some energy efficiency and shorter-term demand response activities could be designed and implemented to complement or be integrated with each other, to achieve synergies and increase value for customers and the electric system. New England states should pursue demand response strategies that recognize the multiple attributes and uses of demand response technologies and integrate shorter-term demand response and energy efficiency programs into complementary program offerings by:

· Making full use of demand response technologies for both energy efficiency and shorter-term demand response

· Promoting effective and efficient facility operations and maintenance (O&M)

· Implementing comprehensive, coherent marketing programs
· Coordinating the administration and delivery of EE and STDER.
6. Comparable or Equal Treatment in System Planning and Investment

NEDRI recommends that energy efficiency solutions should be considered at the regional level, and given a comparable or equal opportunity to contribute in:

· Regional system expansion, planning, and investment

· Regional actions to resolve persistent uneconomic congestion

· Resource adequacy (including providing capacity payments or credits to verifiable demand reductions from energy efficiency)

· Distribution system expansion, planning, and investment 

Conclusions

· Cost-effective energy efficiency resources make electricity markets more competitive and more efficient, significantly improve the reliability of the electric system, diversify the resource portfolio, and reduce the costs and environmental impacts of electric service.

· Energy efficiency is a cost-effective resource that is attractive and available to many customers, and provides real, meaningful benefits to customers (and the system).

· Energy efficiency is a valuable longer-term demand response strategy, in addition to pricing and metering, and shorter-term demand response strategies such as emergency and PRL programs.

· Therefore, the states and region should adopt market, regulatory, and institutional reforms that increase the region’s reliance on energy efficiency as a resource.















































































































































































� SBC funding levels in recent years total about $250 million annually in the six New England states.


� Utilities in MA and CT already have SBC-funded programs that support enabling infrastructure for shorter-term demand response programs (e.g., CT has a conservation and load management (C&LM) SBC fund including explicit authorization for load management, and there are shorter-term demand response pilots in MA).


� Utilities in MA and CT already have SBC-funded programs that support enabling infrastructure for shorter-term demand response programs (e.g., CT has a conservation and load management (C&LM) SBC fund including explicit authorization for load management, and there are shorter-term demand response pilots in MA).
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