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1. INTRODUCTION 

The Department of Commerce and Economic Opportunity (hereinafter, “DCEO”) seeks 

approval of its third three-year energy efficiency plan (Plan 3).  NRDC urges the Commission to 

reject the plan and require DCEO to file a new plan that addresses the serious concerns outlined 

below and for inclusion in the Proposed Order.   

2. SAVINGS GOALS 

NRDC’s foremost concern is that DCEO’s targeted energy savings is substantially lower 

than what should be achievable with its proposed Plan 3 budgets.  NRDC is concerned that 

DCEO’s savings goals would result in a substantial and unjustified increase in the cost of 

achieving energy savings.   

a. DCEO’s Electric Savings Goals 

NRDC’s witness Chris Neme demonstrates that six out of eight electric programs 

(including the three largest) that are the same from EPY4 will cost significantly more per unit of 

savings in this proposed plan – Affordable Housing Construction, Lights for Learning, Low 

Income Residential Retrofit, Public Sector Custom, Public Sector Standard, and Public Sector 

New Construction.   

 
 



 
 

Further, in a separate but related analysis, Mr. Neme shows that if DCEO did not change 

any of its other assumptions and simply used the EPY4 actual realization rates and NTG values, 

NRDC states that the programs he identified would have been 77,000MWh – or 29% - higher 

over the three-year period. (NRDC Ex. 1.0R at 11) 

In turn, NRDC recommends that the average annual savings targets be raised by 41.4 

million kWh (the equivalent of a 30 percent increase in DCEO’s electric savings forecast across 

its electric portfolio), reflecting the proportional performance of the same programs in previous 

program years based on the available budget.   

b. DCEO’s Gas Savings Goals 

On the gas side, Mr. Neme’s analysis of demonstrates that six out of seven gas programs 

that are the same from GPY1 will cost significantly more in this proposed plan, with four public 

sector programs anticipated to be three times as expensive as in GPY1.  As such, NRDC 

recommends that the average annual gas savings target be raised by 3.76 million therms (the 

equivalent of an 80 percent increase across the gas portfolio), reflecting the proportional 

performance of the same programs in previous program years based on the available budget.     

c. DCEO’s Reasons for Lower Savings Targets 

NRDC argues that DCEO has provided insufficient reasons for the lower savings target 

per dollar spent between Plan 2 and Plan 3.  The four reasons DCEO provided were: (1) 

changing federal lighting standards, (2) uncertainty about new technology, (3) greater inclusion 

of long-lived measures, and (4) a desire to be conservative regarding future commitments.  

(DCEO Ex. 1.0 at 10-11)    

NRDC argues that the first three of these factors could not explain the large discrepancies 

between actual Plan 2 and proposed Plan 3 costs per unit of savings.  In EPY 7, the year 
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unaffected by the federal lighting standard, the costs per unit of electric savings were more than 

30% higher than in EPY4.  Moreover, DCEO identified no changes in efficiency standards that 

would affect gas savings per dollar spent.  (NRDC Initial Brief at 8-9)  Mr. Neme’s suggested 

increase in savings targets was based on actual savings per dollar spent in EPY4 and GPY1.  

Thus, new technology unavailable in past years is irrelevant. (NRDC Initial Brief at 9-10)  The 

seven new long-live measures that DCEO is introducing in Plan 3 will be promoted through its 

Targeted Large Projects program and Market Transformation program, and neither of these 

programs was included in Mr. Neme’s analysis. The fourth factor – a desire to be conservative – 

it the only one NRDC states could explain the decrease in the saving per dollar spent.  However, 

NRDC believes this is not an acceptable justification.  NRDC cautions that setting goals this low 

encourages complacency, less innovation, less effective management, lower achievement and, 

therefore, lower economic benefits to ratepayers.   

d. Staff’s Recommendation to Decrease DCEO’s Savings Goals/DCEO’s 

Proposed Modified Goals 

NRDC disagrees with Staff’s recommendation to lower DCEO’s savings goals by taking 

the average of evaluated electric and gas savings of the past two years (EPY4/GPY1 and 

EPY5/GPY2).  Staff believes it is incorrect for DCEO to assume that program participation will 

increase in Plan 3, but NRDC notes that Staff does not offer any concrete analysis, data, or 

evidence to support its position.  NRDC believes Staff’s approach to goal-setting has two 

problems.  First, NRDC argues that the available budget for the Plan 3 years is more than $22 

million than in EPY4/GPY1, so it is unreasonable to modify savings goals based on the absolute 

amount of savings achieved in previous years under much lower budgets. (NRDC DR 1.21; 

DCEO EEP Plan at 3, 6)  Second, NRDC is concerned that Staff’s recommendation is simply 
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infeasible as there has been no commitment that EPY5/GPY2 evaluated savings numbers will be 

available by the time DCEO would implement Plan 3.  

3. PROGRAM ISSUES 

a. Combined Heat and Power Program 

NRDC supports the development of a Combined Heat and Power (CHP) Program with 

well-designed incentives and strong terms and conditions.  However, NRDC contends that 

DCEO’s CHP Program as described in Plan 3 would allow DCEO to take credit for energy 

savings that do not actually occur, encourage project developers to over-size CHP systems (thus 

reducing efficiency), and would allow CHP systems to provide electrical and thermal energy to 

inefficient devices and processes.   

NRDC provides several recommendations to design a stronger CHP Program.  First, 

applications should be prioritized based on estimated overall system efficiency, taking into 

account the portion of the useful thermal output of the CHP system that will actually be used.  

Second, applicants should be required to demonstrate end-use efficiency in their facilities either 

by having participated in DCEO energy efficiency programs in the past or by having 

demonstrated high end-use efficiency by conducting an energy audit and completing the 

implementation of all efficiency improvements with a payback period of one year or less.  Third, 

for topping-cycle CHP systems, DCEO should only claim savings credit for the portion of the 

useful thermal output of the CHP system that is actually used. Specifically, the Program 

Template should be changed to state: “F Thermal CHP is the fuel that would have been used on-

site by a boiler to provide the actual thermal output of the CHP system used by the site. If the 

efficiency of the replaced boiler is unknown, assume 80%.” (DCEO Ex. 2.0 at 6, emphasis added 

to show change)  And in calculating savings DCEO can take credit for, NRDC recommends (1) 
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that DCEO evaluate savings in a proportional manner with the portion of fuel savings coming 

from thermal savings translated to Btus and the portion of fuel savings coming from electric 

savings translated to kWhs; this is in lieu of the 80%/20% electric/gas division in the plan now; 

and (2) that these savings should be on the heat rate of a marginal unit: a combined cycle gas 

facility.  Lastly, for topping-cycle CHP systems, DCEO should modify the production incentive 

so that a project developer gets an incentive based on the fuel savings associated with the CHP 

system, and the minimum threshold for system efficiency should be increased to 75 percent. 

DCEO responds to NRDC’s recommendations by committing to include NRDC’s 

suggestions in the RFP process and in the creation of the Program Implementation Guidelines.  

NRDC finds this response inadequate as NRDC’s concerns are with the design of the CHP 

Program and urges the Commission to provide clear guidance on the Program design consistent 

with NRDC’s recommendations.  

b. Proposed Pilot – Large Customer Electric Self-Direct Program 

NRDC notes that REACT and other parties have raised the issue of creating a large 

customer electric self-direct pilot program and urges the Commission to direct interested parties 

to work together to propose a statewide pilot electric self-direct program over the coming 

months.   

c. Cost-Effectiveness of Low Income Programs 

NRDC takes issue with Staff witness David Brightwell’s criticism in testimony that it is 

not sound policy for DCEO to include low-income measures that do not pass the TRC test but 

that would be required to pass the screen for non-low income households.  (Staff Ex. 2.0 at 16)  

NRDC explains that the statutes do not require low-income programs to pass the TRC because 

the TRC simply does not capture all of the non-energy benefits these programs provide for low-
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income customers, including an increased ability to pay rent, reduced arrearages, increased 

health, improved comfort, and less stress.  NRDC states that it is these non-energy benefits that 

make the implementation of measures appropriate even if they would not pass the screen for 

non-low income households.  

d. Defining “Breakthrough Equipment Devices” 

NRDC urges the Commission to refrain from adopting Staff’s definition.  NRDC 

expresses concern that the definition Staff offers could open the door to inappropriate, after-the-

fact challenges to cost-recovery for measures and/or programs that, in hindsight only, fail cost-

effectiveness screenings. This could have a chilling effect on DCEO’s willingness to consider 

new efficiency measures and/or program concepts, to the detriment of ratepayers.  NRDC 

requests that if the Commission determines that a definition is needed, the Commission hold 

workshops in advance of adopting a definition to allow for stakeholder input into the 

development of the definition. 

4. EVALUATION, MEASUREMENT, AND VERIFICATION 

a. Large Customer Gas Self-Direct Program 

NRDC supports the use of 1-2 percent of DCEO’s EEPS gas budget to be used for 

verification activities and urges the Commission to direct DCEO to use such funds and to 

develop (with stakeholders) and carry out a sufficiently robust verification process that includes: 

(1) assessing whether the measures claimed to have been installed were, in fact, installed; (2) 

assessing whether the measures can reasonably be expected to save energy, which should include 

an assessment of what the baseline conditions for installed efficiency measures were; and (3) 

assess whether the funds withdrawn from the reserve account are appropriate for the measures 

installed.  (NRDC Ex. 1.0 at 18-19) 
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b. DCEO’s Proposal to Use Adjusted Gross Approach 

NRDC does not support the use of an adjusted gross approach and continues to support 

the established net-to-gross (NTG) approach.  NRDC recognizes DCEO’s concerns about 

variability and accounting for free ridership but not spillover, but NRDC believes these issues 

should be addressed through the SAG process and do not justify switching approaches entirely. 

NRDC’s main concern with the adjusted gross approach is that it does not consider free 

riders or spillover.  If the Commission gets rid of NTG, NRDC believes it will open the 

floodgates for energy efficiency program developers to “chase” free riders because these 

customers would be the easiest to capture savings from them.  Similarly, there would be no 

incentive for program administrators to design programs that generate substantial spillover if 

they cannot claim credit for it.   

DCEO proposes to address free ridership by having evaluators assess markets and make 

recommendations for program design, but NRDC finds this proposal unsatisfactory when under 

this approach DCEO would have a strong incentive to push back against any recommendations, 

the market is quite complex, and a significant portion of utility and DECO savings come from 

custom projects rather than from prescriptive measures the evaluators might be able to 

recommend against pursuing.   

NRDC, with the support of Staff, have put forth two recommendations to address 

DCEO’s concern about the variability: (1) have all the different evaluators in the state work 

together to reach consensus on the best approaches to assessing NTG in particular markets and 

(2) examine the evaluation results from multiple years and multiple sources – potentially even 

including out-of-state studies – to develop deemed NTG assumptions for certain markets. 

c. NTG Frameworks 
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NRDC urges that any change to the current framework should (1) remain focused on net 

rather than gross savings; and (2) be applied in a consistent manner across all program 

administrators in the state (i.e. DCEO and the utilities), meaning that prospective application of 

NTG values should be applied to determine the energy savings of DCEO’s programs just as they 

are used for utilities’ programs.    

5.  SUMMARY OF NRDC’S REQUESTS 

NRDC respectfully requests the Commission: 

1. Reject DCEO’s 3-year plan due to unacceptably low savings targets compared to 

what DCEO actually achieved in prior years per dollar spent. 

2. Require DCEO to file a new plan with savings targets that reflect the actual cost per 

unit savings for continuing programs as was achieved in EPY4/GPY1, scaled up to 

reflect the increased budgets for Plan 3.  This would translate to increasing its electric 

goals by 30 percent and its gas goals by 80 percent. 

3. Provide clear guidance to DCEO in this filing directing DCEO to update its CHP 

Program in a matter consistent with the following recommendations: 

a. Prioritize applications based on estimated overall system efficiency and 

increase the system efficiency standard to 75 percent.    

b. Prioritize applications from public facilities based on end-use efficiency 

c. For topping-cycle CHP systems, only claim savings credit for the portion 

of the useful thermal output of the CHP system that is actually used.  

d. For topping-cycle CHP systems, modify the production incentive so that a 

project developer gets an incentive based on the fuel savings associated 

with the CHP system, instead of by solely the electrical output of the 
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system.  

4. Provide clear guidance to DCEO that it has the authority to verify the energy savings 

reported by self-direct gas customers and can use EEPS funds for verification 

activities 

5. Reject DCEO’s request to use an adjusted gross approach and retrospective 

application of NTG values. 

 

 

Dated:  December 11, 2013    

     Respectfully submitted, 
     Natural Resources Defense Council 
 
     /s/_Stephen J. Moore______________ 
     By: Stephen J. Moore 
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