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December 18,2008

Mr. Doug Dean, Director
Public Utilities Commission
of the State of Colorado

1560 Broadway, Suite 250
Denver, Colorado 80202

Re: Ex Parte Disclosure Letter, Docket No. 081-113EG

Dear Mr. Dean:

SourceGas Distribution LLC ("SourceGas Distribution") submits this disclosure letter in Docket No. 081-113EG,
pursuant to Commission Decision No. C08-0903, paragraph 21.

This disclosure is being filed within two business days following a permitted ex parte communication with a
Commissioner. As required, this disclosure letter states the time, date and place of the meeting, lists the
persons attending, and contains a summary description of the topics discussed.

This letter serves as disclosure of the communications between SourceGas Distribution and Commissioner
James Tarpey, which occurred from 11:00 a.m. to 11:35 a.m. on Tuesday, December 16, 2008, at the offices of
the Public Utilities Commission of the State of Colorado ("Commission"). SourceGas Distribution was
represented by Dan Watson, Ben Breland, Michael Noone and Eric Nelsen. Commission Staff members
Michael Hydock and Tony Munoz also attended the meeting.

The discussion at the above-described meeting focused on the following subject matters: background
information about SourceGas Distribution, direct use applications of natural gas, declining use per natural gas
customer, removal of the natural gas utility throughput disincentive, promotion of energy efficiency and demand-
side management and development of related incentives for natural gas utilities, natural gas supply, trackers,
return on equity, price and supply options for natural gas service, and efforts to reform and streamline the
traditional rate case process and to encourage flexibility in positions made in the context of that process.

SourceGas Distribution provided written materials during the meeting, which are appended hereto as follows:

Attachment 1: SourceGas Fact Sheet.
Attachment 2: SourceGas brochure - "Why Energy-Smart Consumers Heat with Natural Gas."
Attachment 3: SourceGas document discussing direct use applications of natural gas.
Attachment 4: SourceGas graph - "Recent Growth in Lower 48 Natural Gas Production

Breaks with Historical Trends."
Attachment 5: "Powering Progress - The Latest Natural Gas Appliances Save Money, Energy and the

Environment While Offering Consumers Greater Convenience and Contemporary
Styling," American Gas (December 2008/January 2009 edition), pp. 28-34.

Attachment 6: Executive Summary of "Vision for 2025: A Framework for Change," National
Action Plan for Energy Efficiency (dated November 2008).

Attachment 7: "Second Joint Statement of the American Gas Association and the Natural
Resources Defense Council" (dated May 2008).

Attachment 8: "Direct Use of Natural Gas - Implications for Power Generation, Energy Efficiency,
and Carbon Emissions," American Gas Foundation (dated ApriI2008).

¡;;;IIZ.~
Eric W. Nelsen
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Fact Sheet

History of The Company

The company now known as SourceGas has its

roots beginning in 1936 when the Kansas Pipeline

and Gas Company decided to bring natural gas

service to the small communities and rural areas

of Kansas and Nebraska. This decision and the

successful investment in the necessary facilities

were contrary to conventional wisdom at the time,

which held that a profitable pipeline operation

must serve densely populated areas. SourceGas

continues this tradition of service as operator of

these assets today.

As the natural gas industry moved from a fully

regulated environment to a more competitive one in

the 1990s, the owners of these facilities responded

enthusiastically to the change. Retaining the

commitment to rural and small- to medium-size

communities, they voluntarily deregulated many of

the retail natural gas services associated with their

natural gas system to provide new options for

customers. In that same spirit, SourceGas currently

administers the Choice Gas® programs in its

Nebraska and Wyoming service territory, provides

transportation services, and offers residential

customers non-regulated in-home services.

SourceGas is specifically focused on owning and

operating natural gas utility businesses. The

company uses its business platforms and utility

focus to deliver safe, efficient, low-cost and reliable

service while investing in both acquisition and

internal growth investment opportunities. With

that goal in mind, SourceGas acquired Arkansas

Western Gas Company in July 2008.

www.SourceGas.com

About SourceGas

:: SourceGas is a natural gas local distribution utility
headquartered in Lakewood, Colorado

HHeeaaddqquuaarrtteerrss:
SourceGas LLC
370 Van Gordon Street
Suite 4000
Lakewood, CO 80228

::  SourceGas is owned by affiliates of the GE Capital
Corporation and Alinda Investments LLC.

:: SourceGas and its predecessors have been providing
natural gas service to customers for over 70 years.

:: SourceGas serves nearly 420,000 customers in
Arkansas, Colorado, Nebraska, Wyoming and
Hermosillo, Mexico.  

:: SourceGas serves 395 communities ranging from 
20 to 50,000 people.

::  SourceGas operates 17,700 miles of distribution and
transmission pipeline, as well as storage facilities. 

:: SourceGas and its subsidiaries provide gas
transportation, in-home HVAC and appliance 
service and sales, as well as gas commodity 
services to its natural gas customers.  

:: SourceGas currently has 960 employees.

:: Most of our employees live in the communities we serve. 

:: SourceGas is committed to providing reliable, clean,
safe, cost-effective and environmentally-sensitive 
natural gas utility service.

::  We are dedicated to serving our customers 24/7 
with highly-trained and safety-focused employees.

:: Examples of SourceGas’s commitment to utility
operations include recent investments in business
platforms dealing with customer information,
accounting, budgeting, revenue and expense 
tracking, satellite mobile dispatch for customer 
service technicians and automated meter reading. 

Dec08
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Why Energy-
Smart
Consumers
Heat with
Natural Gas

1.800.563.0012
24 hours a day, 7 days a week
www.SourceGas.com

1.800.563.0012
24 hours a day, 7 days a week
www.SourceGas.com

Conventional electricity sources include coal, nuclear,
oil, natural gas, and large hydropower facilities. These
sources supply about 99% of the electricity used in
the United States today.

Natural Gas Is More Efficient:

:: Most of the growth in natural gas demand
comes from electricity generators, who
have turned to natural gas because it
is the cleanest burning fossil fuel.

:: Rather than burn natural gas to create
electricity used for space and water
heating, natural gas can heat homes and
water directly. Greater direct use of natural
gas is more efficient, can reduce demand
for dwindling electric supplies and can
better sustain valuable North American
natural gas resources.

:: Natural gas is a domestic energy source.
Approximately 86 percent of the natural
gas consumed in the United States is
produced domestically with 12 percent
coming from neighboring Canada.

:: The direct use of natural gas in gas
appliances helps reduce reliance on foreign
oil imports and can help delay the need
for new electric generating plants.

:: Natural gas has superior full-cycle efficiency
when compared to electric power.

:: Most gas water heaters are 50 to 62
percent efficient. But gas water heaters
still use the thermal energy in natural gas
1.5 times better than using the same
amount of natural gas to generate electric
power to heat the same amount of water.

:: Given the comparative energy losses,
most energy experts believe the best
strategy is to use natural gas for space
and water heating as much as possible.

Hydroelectric
7.0%

Other Renewables 2.4%

Other 0.3%

Petroleum
1.6%

Other Gases 0.4%

Coal 49.0%

Nuclear 19.4%

Natural Gas 20.0%

Where does your home’s
electricity come from?

Source: http://www.eia.doe.gov/cneaf/electricity/epa/figes1.html

ESBRO808
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The Hidden Cost of Electricity
To get an accurate picture of “energy efficiency,”
consumers must look beyond the efficiency of
the appliance or furnace, and consider what it
takes to get energy into the home.

As you can see in the graph to the left, much higher
amounts of energy are used or lost during
extraction, processing, transportation, conversion
and distribution of electricity than for natural gas.
But what about end-use efficiency?

Full-Cycle
Efficiency
Full-cycle efficiency
measures the costs of
getting energy to the
home combined with
the efficiency of in-
home appliances that
use the energy. Here
again, natural gas
offers superior
performance.

For new residential
applications, full-cycle
efficiencies range from
71 to 88 percent for
natural gas space heating (depending on the
efficiency of the end-use equipment chosen).
For electric heat pumps, the full-cycle
efficiency range will be from 53 to 72
percent while less efficient electric heaters
offer a mere 27 percent efficiency.

Natural Gas — the Obvious Choice
Natural gas is the most popular home-heating
energy in the United States — heating 6 of every
10 homes. This popularity is especially apparent in
the new-home market, where 70 percent of all
new single-family homes feature natural gas. While
electric appliances often appear more efficient at
first glance, it’s quickly apparent that in terms of
cumulative efficiency, natural gas wins hands
down. In fact, once the total process is evaluated,
natural gas is often more than three times as
efficient as electricity. Three times!

Natural gas: the
cleanest burning
fossil fuel
When you choose natural
gas, you see the following
great benefits:

:: Save money on monthly
energy bills

:: Sustain valuable North
American resources

:: Reduce dependency
on foreign oil

:: Take advantage of the
cleanest burning fossil fuel

:: Real energy efficiency is a comprehensive
examination of the costs associated with end
use, processing, generating and delivery.

:: When natural gas is delivered directly to
the consumer, 90 percent of the original
energy reaches the consumer.

:: When natural gas is used to generate
electricity, approximately 73 percent of
the energy is lost before it reaches the
consumer, resulting in inefficient energy
consumption and upward pressure on
the price of natural gas.

:: One-hundred percent efficient electric
heating appliances are really only
27 percent efficient.

Achieving Real Energy Efficiency

ELECTRIC
POWER

73% of
original energy
lost during
production,
generation &
transmission

27% of
original energy
delivered to
customer

NATURAL
GAS

10% of
original energy

lost during
production

90% of
original energy
delivered to
customer27%

USED

73%
LOST 90%

USED

1.800.563.0012
24 hours a day, 7 days a week
www.SourceGas.com

Natural gas is the cleanest fossil fuel –
emitting less soot, carbon dioxide and
nitrogen oxides than other fossil fuels.

Annual CO2 Emissions, Family of Four

Energy Smart bro 808:Layout 1  7/25/08  4:22 PM  Page 2
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SourceGas advocates the direct use of natural gas in residential and 
commercial heating appliances (space heating, water heating, cooking, drying, 
etc.) instead of electricity. 

 
There are many benefits of natural gas over electricity including cost, 

convenience, comfort and environmental.  
 
For instance if you replaced a standard 52 gallon residential electric water 

heater with the comparable 40 gallon natural gas water heater you would: 
- Reduce your annual operating cost by 50% 

- Reduce the CO2 emissions 64% or 4,008 lbs., the weight of an elephant 
- Increase your recovery rate 18% 

 

Or if you installed a tankless natural gas water heater you would: 
- Reduce annual operating cost by 61% 

- Reduce CO2 emissions 72% or 4,499 lbs. 
 
 

 
 

Major Assumptions for Gas versus Electric Water Heater Carbon Footprint 
Calculations 
 

• Electric Generation Mix for Colorado based on 2006 EIA data 
• CO2 per kwh for electric water heater based on 2006 EIA Colorado 

emissions data 

• CO2 per Btu for gas water heater based on 0.000117 lbs per Btu 
• CO2 per Btu for gas water heaters adjusted to account for losses from 

wellhead/exploration to burner tip (9%) 
• A.O. Smith Promax Plus 40 gallon Gas Water Heater 

o First Hour recovery - 71 gallons 

o 0.62 Energy Factor 
• A.O. Smith Promax Plus 52 gallon Electric Water Heater 

o First Hour recovery - 60 gallons 
o 0.92 Energy Factor 

• Electric Costs base on 9.06 cents/kwh 

• Gas Costs based on 0.91 $/ccf 
 

All other assumptions, inlet and outlet water temps, amount used, days used, etc. 
are the same for both gas and electric scenarios. 
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Recent Growth in Lower 48 Natural Gas Production
Breaks with Historical Trends
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EXECUTIVE SUMMARY

NOVEMBER 2008

National Action Plan for Energy Effi ciency 

Vision for 2025:
A Framework for Change
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Letter from the Co-Chairs of the National Action Plan for Energy Effi ciency

November 2008

To all,

As you know, the National Action Plan for Energy Effi ciency is playing a vital role in advancing the dialogue and the 
pursuit of energy effi ciency in our homes, buildings, and industries —an important energy resource for the country.

With the commitment and leadership from more than 60 diverse organizations nationwide we have made great 
progress in a short time. We have:

Developed fi ve broad and meaningful recommendations for pursuing cost-effective energy effi ciency.• 

Brought together more than 100 organizations from 50 states around this common goal to take energy effi -• 
ciency to the next level.

However, there is much more to do. We remain substantially underinvested in effi  ciency at a time when using 
energy wisely can help address rising energy costs, rising emissions of greenhouse gases, and our dependence 
on foreign fuel supplies.

We need a concerted, sustained effort to overcome what are truly surmountable hurdles to making energy effi -
ciency a larger part of our supply picture. To continue our progress we need to move from our initial Action Plan 
to implementation. We need a vision for where we want to be and a path for getting there.

Commensurate with that goal, we are pleased to offer this updated 2025 Vision for the National Action Plan. 
As we released it last year, the Vision outlines what our long-term goals should be if we are to truly achieve all 
cost-effective energy effi ciency. With recent refi nements to our approach for measuring progress under the ten 
key implementation goals, we believe the Vision now provides a complete framework for changing our course 
on energy effi ciency.   

This Vision represents the thinking of many leading organizations nationwide. Importantly, we believe that this 
Vision is a living document that looks out to long-term needs and will be modifi ed to refl ect new information 
and changing conditions.

We thank the Leadership Group for its contribution to this document. It is a pleasure to work with this committed 
group to advance energy effi ciency to address the critical energy and environmental issues facing the country.

Sincerely,
  

Marsha H. Smith        James E. Rogers
President, National Association     President, Chairman, and CEO
Regulatory Utility Commissioners      Duke Energy
Commissioner, Idaho Public Utilities Commission
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National Action Plan for Energy Effi ciency 

Vision for 2025:
A Framework for Change

EXECUTIVE SUMMARY

NOVEMBER 2008
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For More Information

For more information about the Vision for 2025 and the National Action Plan for Energy Effi ciency, please contact:

Stacy Angel
U.S. Environmental Protection Agency
Offi ce of Air and Radiation
Climate Protection Partnerships Division
Tel: (202) 343-9606
E-mail: angel.stacy@epa.gov 

Larry Mansueti
U.S. Department of Energy
Offi ce of Electricity Delivery and Energy Reliability
Tel: (202) 586-2588
E-mail: lawrence.mansueti@hq.doe.gov

To obtain the full Vision for 2025: A Framework for Change report or other resources of 
the National Action Plan, visit www.epa.gov/eeactionplan.

The Leadership Group of the National Action Plan for Energy Effi ciency is committed to taking action to increase 
investment in cost-effective energy effi ciency. The Vision for 2025 was developed under the guidance of and with input 
from the Leadership Group. The document does not necessarily represent a consensus view and does not represent an 
endorsement by the organizations of Leadership Group members.

The Vision is a product of the National Action Plan for Energy Effi ciency Leadership Group and does not refl ect the 
views, policies, or otherwise of the federal government. The role of U.S. DOE and U.S. EPA is limited to facilitation of 
the Action Plan.

This document was originally published in November 2007, and was revised in November 2008 to include more 
information on establishing a baseline for measuring progress.

If this document is referenced, it should be cited as:

National Action Plan for Energy Effi ciency (2008). National Action Plan for Energy Effi ciency Vision for 2025: A 
Framework for Change. <www.epa.gov/eeactionplan>
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National Action Plan for Energy Effi ciency ES-1

Background 

Through the Leadership Group of the National Action 
Plan for Energy Effi ciency (Action Plan), more than 60 
diverse leading organizations recognized the impor-
tance of bringing greater emphasis to the role that 
cost-effective energy effi ciency1 can and should play 
in supplying our future energy needs. Improving the 
energy effi ciency of homes, businesses, schools, gov-
ernments, and industries—which consume more than 
70 percent of the natural gas and electricity used in 
the United States—is one of the most constructive, 
cost-effective ways to address the challenges of high 
energy prices, energy security and independence, air 
pollution, and global climate change in the near future. 
Energy effi ciency can play a signifi cant role in meeting 
our energy requirements, and it is a critical component 
of the overall modernization of utility energy systems 
worthy of the 21st century. 

Despite the value that cost-effective energy effi ciency 
offers, it is not achieving its full potential for a number 
of reasons. In July 2006, the Action Plan presented 
fi ve key policy recommendations (see Figure ES-1) for 
fully developing the cost-effective energy effi ciency 
resources in this country, building upon experiences in 
particular states and regions. It was a call to action to 
take investment in energy effi ciency to the next level. As 
of November 2008, more than 120 organizations have 
endorsed these recommendations and/or made commit-
ments to take energy effi ciency to the next level within 
their spheres of infl uence. 

As a next step, the Action Plan co-chairs challenged the 
Leadership Group to defi ne a vision that would detail 
the steps necessary to fully implement the Action Plan. 
The Vision presented in this document is the response 
to that challenge. It includes establishment of a long-
term aspirational goal and ten key implementation 
goals. It also describes what 2025 could look like if the 

Executive Summary 

This Vision for the National Action Plan for Energy Effi ciency establishes a goal of achieving all cost-
effective energy effi ciency by 2025; presents ten implementation goals for states, utilities, and other 
stakeholders to consider to achieve this goal; describes what 2025 might look like if the goal is achieved; 
and provides a means for measuring progress. It is a framework for implementing the fi ve policy recom-
mendations of the Action Plan, announced in July 2006, which can be modifi ed and improved over time. 

Figure ES-1. National Action Plan for Energy Effi ciency Recommendations

Recognize energy effi ciency as a high-priority energy resource.• 

Make a strong, long-term commitment to implement cost-effective energy effi ciency as a resource.• 

Broadly communicate the benefi ts of and opportunities for energy effi ciency. • 

Promote suffi cient, timely, and stable program funding to deliver energy effi ciency where cost-effective.• 

 Modify policies to align utility incentives with the delivery of cost-effective energy effi ciency and • 
modify ratemaking practices to promote energy effi ciency investments.
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 National Action Plan for Energy Effi ciency Vision for 2025: A Framework for ChangeES-2

long-term goal were achieved and provides a means for 
measuring progress over time. The Vision is provided 
as a framework to guide the changing policies toward 
energy effi ciency for natural gas and electricity; it can 
be modifi ed and improved over time.

Achieve All Cost-Effective 

Energy Effi ciency 

The long-term aspirational goal for the Action Plan is to 
achieve all cost-effective energy effi ciency by the year 
2025. Based on studies, the effi ciency resource avail-
able may be able to meet 50 percent or more of the 
expected load growth over this time frame, similar to 
meeting 20 percent of electricity consumption and 10 
percent of natural gas consumption.2 The benefi ts from 
achieving this magnitude of energy effi ciency nationally 
can be estimated to be more than $100 billion in lower 
energy bills in 2025 than would otherwise occur, over 
$500 billion in net savings, and substantial reductions in 
greenhouse gas emissions. 

Importantly, the energy effi ciency resource’s role in 
meeting load and load growth may vary across the 
country due to regional differences in growth patterns, 
costs of energy, and other factors. Furthermore, the 
long-term goal is not a statement about the need for 
new power supply additions in the future, as new plants 
may be a critical component of the desired moderniza-
tion of the energy supply and delivery system. However, 
the greater the energy effi ciency savings, the greater 
the likelihood that effi ciency gains can help replace 
older, less effi cient power supply options, resulting in 
substantial environmental benefi ts.

Ten Implementation Goals 

Over two decades of program experience support the 
implementation of a number of policies to enhance 
the likelihood that the long-term goal will be achieved. 
Energy effi ciency needs to be valued similarly to supply 
options. Utilities and investors need to be fi nancially 
interested in saving energy. State activity is key in this 

transformation of natural gas and electricity supply and 
delivery, including updating and enforcing codes and 
standards to ensure that savings are captured as new 
buildings and products enter the system. Customers 
must also have the proper incentives to make invest-
ments in cost-effective energy effi ciency. With such 
policies in place, cost-effective energy effi ciency can be 
a key component of the modernization of the energy 
supply and delivery system and help to transform how 
customers receive and value energy services. 

These policies are included in the following ten imple-
mentation goals. These goals provide a framework for 
implementing the recommendations of the Action Plan 
(see Figure ES-1) by outlining the key steps state decision-
makers should consider to help achieve the 2025 Vision. 
The time line for achieving these implementation goals is 
by 2015 to 2020, so that the necessary policy foundation 
is in place to help ensure success of the 2025 Vision. 

Goal One: Establishing Cost-Effective Energy 
Effi ciency as a High-Priority Resource 

Utilities3 and applicable agencies are encouraged to: 

Create a process, such as a state or regional collab-• 
orative, to explore the energy effi ciency potential in 
the state and commit to its full development. 

Regularly identify cost-effective achievable energy • 
effi ciency potential in conjunction with ratemaking 
bodies. 

Set energy savings goals or targets consistent with • 
the cost-effective potential. 

Integrate energy effi ciency into energy resource plans • 
at the utility, state, and regional levels, and include 
provisions for regular updates. 

Goal Two: Developing Processes to Align 
Utility and Other Program Administrator 
Incentives Such That Effi ciency and Supply 
Resources Are on a Level Playing Field

Applicable agencies are encouraged to: 

Explore establishing revenue mechanisms to promote • 
utility and other program administrator indifference 
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National Action Plan for Energy Effi ciency ES-3

to supplying energy savings, as compared to energy 
generation options. 

Consider how to remove utility and other program • 
administrator disincentives to energy effi ciency, such 
as by removing the utility throughput disincentive 
and exploring other ratemaking ideas. 

Ensure timely cost recovery in place for parties that • 
administer energy effi ciency programs. 

Goal Three: Establishing Cost-Effectiveness Tests 

Applicable agencies along with key stakeholders are 
encouraged to: 

Establish a process to examine how to defi ne cost-• 
effective energy effi ciency practices that capture the 
long-term resource value of energy effi ciency. 

Incorporate cost-effectiveness tests into ratemaking • 
procedures going forward. 

Goal Four: Establishing Evaluation, Measure-
ment, and Verifi cation Mechanisms 

Ratemaking bodies are encouraged to: 

Work with stakeholders to adopt effective, transpar-• 
ent practices for the evaluation, measurement, and 
verifi cation (EM&V) of energy effi ciency savings. 

Program administrators are encouraged to: 

Conduct EM&V consistent with these practices. • 

Goal Five: Establishing Effective Energy Effi -
ciency Delivery Mechanisms 

Applicable agencies are encouraged to: 

Clearly establish who will administer energy effi -• 
ciency programs. 

Review programs, funding, customer coverage, and • 
goals for effi ciency programs; ensure proper admin-
istration and cost recovery of programs, as well as 
ensuring that goals are met. 

Establish goals and funding on a multi-year basis to • 
be measured by evaluation of programs established. 

Create strong public education programs for energy • 
effi ciency. 

Ensure that the program administrator shares best • 
practice information regionally and nationally. 

Goal Six: Developing State Policies to Ensure 
Robust Energy Effi ciency Practices 

Applicable agencies are encouraged to: 

Have a mechanism to review and update building • 
codes. 

Establish enforcement and monitoring mechanisms • 
of energy codes. 

Adopt and implement state-level appliance standards • 
for those appliances not addressed by the federal 
government. 

Develop and implement lead-by-example energy • 
effi ciency programs at the state and local levels. 

Goal Seven: Aligning Customer Pricing and 
Incentives to Encourage Investment in Energy 
Effi ciency 

Utilities and ratemaking bodies are encouraged to: 

Examine, propose, and modify rates considering • 
impact on customer incentives to pursue energy 
effi ciency. 

Create mechanisms to reduce customer disincentives • 
for energy effi ciency (e.g., fi nancing mechanisms). 

Goal Eight: Establishing State of the Art Bill-
ing Systems 

Utilities are encouraged to: 

Work with customers to develop methods of sup-• 
plying consistent energy use and cost information 
across states, service territories, and the nation. 
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Goal Nine: Implementing State of the Art 
Effi ciency Information Sharing and Delivery 
Systems 

Utilities and other program administrators are encour-
aged to: 

In conjunction with their regulatory bodies, explore • 
the development and implementation of state of the 
art energy delivery information, including smart grid 
infrastructures, data analysis, two-way communica-
tion programs, etc. 

Explore methods of integrating advanced technologies • 
to help curb demand peaks and monitor effi ciency 
upgrades to prevent equipment degradation, etc. 

Coordinate demand response and energy effi ciency • 
programs to maximize value to customers. 

Support development of an energy effi ciency services • 
and program delivery channel (e.g., quality trained 
technicians), with specifi c attention to residential 
programs. 

Goal Ten: Implementing Advanced Technologies 

Applicable agencies and utilities are encouraged to: 

Review policies to ensure that barriers to advanced • 
technologies, such as combined heat and power 
(CHP), are removed; ensure inclusion into the 
broader resource plans. 

Work collectively to review advanced technologies • 
and determine rapid integration timelines. 

Measuring Progress 

Measurement of the progress toward full implementa-
tion of these ten goals by 2015 to 2020 is an impor-
tant part of the Vision. Progress will be measured and 
reported on every few years. As of December 31, 2007, 
based on information collected from across the country 
(see Table ES-1), there is a strong basis of experience 
with these energy effi ciency policies upon which to 

draw and to expand. For example, more than a dozen 
states have: 

Established a policy to recognize energy effi ciency as • 
a high-priority resource. 

Identifi ed the cost-effective, achievable potential for • 
energy effi ciency over the long term, and established 
energy savings goals or targets consistent with this 
potential. 

Established cost-effectiveness tests for energy • 
effi ciency consistent with the long-term benefi ts of 
energy effi ciency. 

Established energy effi ciency programs for their vari-• 
ous types of customers. 

There is also more progress to make. For example, 
several states have partially implemented the following 
policy steps to advance energy effi ciency: 

Integrated energy effi ciency savings goals or • 
expected energy savings targets into state energy 
resource plans, with provisions for regular updates. 

Provided for stable (multi-year) funding for energy • 
effi ciency programs, consistent with energy effi ciency 
goals. 

These policies go hand in hand with signifi cant invest-
ment in energy effi ciency, as well as capturing the 
energy savings and environmental benefi ts from these 
programs. As of 2008, the most recent national benefi ts 
data show that:

Cumulative electricity savings total 63 billion kilo-• 
watt-hours (kWh) (about 2 percent of retail sales) as 
of 2006, including incremental electricity savings of 
over 8 billion kWh in 2006 alone. These cumulative 
savings have avoided the need for 16 gigawatts of 
new capacity, equivalent to 32 new 500-megawatt 
power plants.4

Cumulative natural gas savings total 135 million • 
therms (0.1 percent of retail sales) as of 2006.5

Attachment 6



National Action Plan for Energy Effi ciency ES-5

Table ES-1. Progress in Meeting Implementation Goals

Implementation Goal and Key Steps

States Having Adopted Policy 

Step as of December 31, 2007

Electricity Services Natural Gas Services

Completely Partially Completely Partially

Goal One: Establishing Cost-Effective Energy Effi ciency as a High-Priority Resource

1
Process in place, such as a state and/or regional collaborative, 
to pursue energy effi ciency as a high-priority resource.

14 0 14 0

2
Policy established to recognize energy effi ciency as high-
priority resource.

21 22 8 8

3
Potential identifi ed for cost-effective, achievable energy 
effi ciency over the long term.

25 1 13 0

4
Energy effi ciency savings goals or expected energy savings 
targets established consistent with cost-effective potential.

15 3 5 2

5
Energy effi ciency savings goals and targets integrated into state 
energy resource plan, with provisions for regular updates. 

0 16 0 1

6
Energy effi ciency savings goals and targets integrated into a 
regional energy resource plan.**

TBD TBD TBD TBD

Goal Two: Developing Processes to Align Utility and Other Program Administrator Incentives 
Such That Effi ciency and Supply Resources Are on a Level Playing Field

7 Utility and other program administrator disincentives are removed. 17 8 18 5

8
Utility and other program administrator incentives for energy 
effi ciency savings reviewed and established as necessary.  

10 5 5 2

9 Timely cost recovery in place.** TBD TBD TBD TBD

Goal Three: Establishing Cost-Effectiveness Tests

10
Cost-effectiveness tests adopted which refl ect the long-term 
resource value of energy effi ciency.

29 2 9 0

Goal Four: Establishing Evaluation, Measurement, and Verifi cation Mechanisms

11 Robust, transparent EM&V procedures established. 14 6 5 2

Goal Five: Establishing Effective Energy Effi ciency Delivery Mechanisms

12 Administrator(s) for energy effi ciency programs clearly established. 24 2 13 1

13
Stable (multi-year) and suffi cient funding in place consistent 
with energy effi ciency goals. 

4 9 2 4

14
Programs established to deliver energy effi ciency to key custom-
er classes and meet energy effi ciency goals and targets.

24 2 7 0

15 Strong public education programs on energy effi ciency in place. 18 5 13 6

16
Energy effi ciency program administrator engaged in 
developing and sharing program best practices at the 
regional and/or national level.

30 0 18 0
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* See Appendix D of the full Vision for 2025 report for additional information on how these numbers have been determined.

** See Appendix D of the full Vision for 2025 report for discussion of why progress on this policy step is not currently measured.

*** Steps 24, 25, and 27 do not apply to natural gas.

TBD = To be determined

Table ES-1. Progress in Meeting Implementation Goals (continued)

Implementation Goal and Key Steps

States Having Adopted Policy 

Step as of December 31, 2007

Electricity Services Natural Gas Services

Completely Partially Completely Partially

Goal Six: Developing State Policies to Ensure Robust Energy Effi ciency Practices

17
State policies require routine review and updating of build-
ing codes.

28 13 28 13

18 Building codes effectively enforced.** TBD TBD TBD TBD

19 State appliance standards in place. 11 0 11 0

20
Strong state and local government lead-by example pro-
grams in place.

13 24 13 24

Goal Seven: Aligning Customer Pricing and Incentives to Encourage Investment in Energy 
Effi ciency

21
Rates examined and modifi ed considering impact on cus-
tomer incentives to pursue energy effi ciency.

7 5 2 0

22
Mechanisms in place to reduce consumer disincentives for 
energy effi ciency (e.g., including fi nancing mechanisms).

4 1 0 0

Goal Eight: Establishing State of the Art Billing Systems

23
Consistent information to customers on energy use, costs of 
energy use, and options for reducing costs.**

TBD TBD TBD TBD

Goal Nine: Implementing State of the Art Effi ciency Information Sharing and Delivery Systems

24
Investments in advanced metering, smart grid infrastructure, 
data analysis, and two-way communication to enhance 
energy effi ciency.

5 29 *** ***

25
Coordinated energy effi ciency and demand response 
programs established by customer class to target energy 
effi ciency for enhanced value to customers.**

TBD TBD *** ***

26
Residential programs established to use trained and certifi ed 
professionals as part of energy effi ciency program delivery.

9 0 9 0

Goal Ten: Implementing Advanced Technologies

27 Policies in place to remove barriers to combined heat and power. 11 24 *** ***

28
Timelines developed for the integration of advanced tech-
nologies.**

TBD TBD TBD TBD
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Greenhouse gas emissions are being reduced by • 
nearly 50 million metric tons annually, equivalent to 
emissions from 9 million vehicles per year.6 

Approximately $2 billion (approximately 0.5 percent • 
of utility revenues) is being invested annually in state- 
and utility-administered energy effi ciency programs.7

State energy savings goals and utility energy savings • 
targets are in place to encourage cumulative savings 
exceeding 200 billion kWh in the year 2025, in addi-
tion to current energy savings.8

Additional details on the estimates for current invest-
ments and benefi ts are provided in Table ES-2. Improv-
ing the available data will be an ongoing effort as the 
Action Plan continues to measure progress toward all 
cost-effective energy effi ciency.

The Energy System in 2025 

An energy system in 2025 that would evolve with the 
suite of energy effi ciency policies in place as outlined 
above and that captures all cost-effective energy effi -
ciency will be different from the one we have today. 
Some of the key differences based on the effects that 
some of these policy changes are having in parts of the 
country, as well as expectations of some of the advan-
tages that new technology and system modernization 
can bring, are highlighted below from the perspectives 
of the energy customer and society. 

Customers•  across the residential, commercial, and 
industrial sectors would have ready, uniform access 
to comprehensive energy effi ciency services across 
the country. These services would bring a range of 
effi ciency improvements to homes, buildings, and 

Sources: ACEEE (Eldridge et al., 2008), CEE (Nevius et al., 2008), eGRID2007 Version 1.0 (EPA, 2008), EIA energy sales and savings data (EIA, 2007, 
2008a, 2008b, 2008c), and American Gas Association statistics (AGA, 2008).

*For information on how these numbers were derived, see Chapter 2 of the full Vision for 2025 report.

N/A = Not available

Table ES-2. Current Benefi ts from and Funding for State- and Utility-Administered 

Energy Effi ciency Programs*

Annual 

Benefi ts and 

Funding

Energy Savings  

Avoided CO2 
Emissions 

(million tons)

Effi ciency Funding

Energy Use
(kWh or 
therms)

Peak 
Capacity 

(GW)

2006
 Spending 
($ billion)

2007 
Budgets 

($ billion)

Electricity

Incremental 8 billion 1.3 5.8 $1.60 (0.5% of 
utility revenues)

$1.88

Cumulative
63 billion 

(2% of retail 
sales)

16.0 46.1

Natural Gas

Incremental N/A — N/A $0.29 (0.3% of 
utility revenues)

$0.28

Cumulative
135 million

(0.1% of retail 
sales)

— 0.8
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Table ES-3. Changes to Watch in Evolving Technology, Policy, and Program 

Practices for Energy Effi ciency

Policy Area Changes to Watch

Evaluation, measurement, and 
verifi cation

Development of national standards• 

Requirements for independent verifi cation• 

Growing role for smart grid technologies in EM&V• 

Requirements for state and regional carbon programs• 

Demand response, advanced 
metering, and smart grids

New technologies, such as advanced meters and smart appliances/• 
controls

Data collection networks and data analysis to enhance energy effi ciency• 

New customer interfaces• 

Increased interoperability • 

Regional resource planning Regional value of energy effi ciency identifi ed• 

Building energy effi ciency exper-
tise/workforce

Development and use of energy effi ciency curriculum for various seg-• 
ments of the workforce

Development and broad use of training and certifi cation programs • 

Integration of R&D, building 
codes, appliance standards, and 
market transformation efforts

Regional and national coordination across these efforts • 

Sources: PJM, 2007; CEC and CPUC, 2005; Business Roundtable, 2007; Elliott et al., 2007; Roseman and Hochstetter, 2007; Schiller Consulting, 2007; 
Western Governors’ Association, 2006.

facilities and reduce customers’ bills below what they 
would have been without these programs. Custom-
ers would also have clear information on the cost of 
energy and increased awareness of their total energy 
use. In addition, new effi cient appliances and other 
equipment will help to control the peak demand 
of utility systems and give large customers greater 
fl exibility in how they manage and control their own 
operations to reduce energy use, reduce costs, and 
increase their own competitive positions. New homes 
and buildings would meet up-to-date energy codes. 

Society•  would benefi t from signifi cantly modernized 
energy supply, transmission, and distribution systems 
and, with increased investment in cost-effective 
energy effi ciency, would benefi t from lower overall 
cost of energy supply, increased fuel diversity, and 
lower emissions of air pollutants and greenhouse 

gases. The low-income populations would benefi t, in 
particular, from the lower energy bills resulting from 
a commitment to deliver energy effi ciency to these 
customer classes. Society may also see economic 
benefi ts from the greater employment necessary 
to build an industry capable of delivering energy 
effi ciency services at this broad scale, from a robust 
business in energy effi ciency products and services, 
and from using more capital locally. 

There are a number of challenges to achieving this Vision, 
including the necessary evolution of technology, policy, 
and program practices. Table ES-3 highlights some of 
these evolving areas, including evaluation approaches 
for effi ciency resources, customer involvement through 
demand response programs and smart grid technology, 
regional resource planning, workforce building, and inte-
gration across energy effi ciency efforts.
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Related State, Regional, and 

National Policies

Other energy and environmental policy decisions at the 
state, regional, and national levels can affect energy 
effi ciency. Ideally, these policies will be designed and 
implemented in a manner that helps remove barriers to 
energy effi ciency and helps capture energy effi ciency 
resources for a lower-cost energy system than otherwise 
would be necessary. Integrating energy effi ciency con-
siderations into related policy areas, as appropriate, will 
be critical to achieving this Vision. Such related policy 
areas are those designed to:

Limit emissions of greenhouse gases.• 

Encourage the use of clean, effi cient distributed • 
generation.

Promote clean energy supply, such as renewable energy.• 

Promote load reductions at critical peak times • 
through demand response.

Modernize and maintain the nation’s electric trans-• 
mission and distribution system, including “smart 
grid” and advanced meter infrastructure.

Maintain a suffi cient reserve margin for reliable elec-• 
tricity supply.  

Next Steps 

This Vision is offered as a framework to assist change 
in energy effi ciency and related policies and programs 
at the state level across the country, toward the goal of 
achieving all cost-effective energy effi ciency in 2025. 
It presents a snapshot of where the country is as of 
December 31, 2007 based on the collection and orga-
nization of available information on the existing policy 
and program options. The decision of whether to adopt 
a policy or program and particular design details at the 
state level are, of course, to be determined through 
state processes that address state goals, objectives, and 
circumstances. The Action Plan Leadership Group and 
other public and private sources provide a wealth of 
tools and assistance to parties taking action to advance 
the Vision, as summarized in Table ES-4.

The Vision will be updated as new information becomes 
available and improved as information changes. Infor-
mation on measuring progress at the state level will be 
updated on a regular basis at the Action Plan Web site, 
www.epa.gov/eeactionplan. People are encouraged to 
provide additional information and their comments for 
how to refi ne this Vision to the Action Plan Leadership 
Group. Please send feedback to the Action Plan spon-
sors via Larry Mansueti, U.S. Department of Energy 
(lawrence.mansueti@hq.doe.gov, 202-586-2588) and 
Stacy Angel, U.S. Environmental Protection Agency 
(angel.stacy@epa.gov, 202-343-9606). 
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Table ES-4. National Action Plan for Energy Effi ciency Tools by Implementation Goals

Goal

Type of Tool or Resource

Detailed Action Plan Tools and ResourcesIntroduced in 
Action Plan 
Report

Detailed 
Guide/
Material

Goal One: Establishing Cost-
Effective Energy Effi ciency as a 
High-Priority Resource X X

Guide to Resource Planning with Energy • 
Effi ciency
Guide for Conducting Energy Effi ciency • 
Potential Studies
Communications Kit• 

Goal Two: Developing Processes 
to Align Utility and Other Program 
Administrator Incentives Such That 
Effi ciency and Supply Resources 
Are on a Level Playing Field

X X

Aligning Utility Incentives with Investment in • 
Energy Effi ciency Paper

Goal Three: Establishing Cost-
Effectiveness Tests

X X

Understanding Cost-Effectiveness of Energy • 
Effi ciency Programs Paper
Guide to Resource Planning with Energy • 
Effi ciency
Guide for Conducting Energy Effi ciency • 
Potential Studies

Goal Four: Establishing Evaluation, 
Measurement, and Verifi cation 
Mechanisms

X X
Model Energy Effi ciency Program Impact • 
Evaluation Guide

Goal Five: Establishing Effective 
Energy Effi ciency Delivery 
Mechanisms

X
Program Design and Implementation Best • 
Practices Guidance (under development)

Goal Six: Developing State Policies 
to Ensure Robust Energy Effi ciency 
Practices X

Building Codes for Energy Effi ciency Fact Sheet• 
Effi ciency Program Interactions with Codes • 
Paper (under development)
State and Local Lead-by-Example Guide • 
(under development)

Goal Seven: Aligning Customer 
Pricing and Incentives to Encour-
age Investment in Energy Effi ciency

X
Executive Briefi ngs on Customer Incentives • 
Through Rate Design (under development)

Goal Eight: Establishing State of 
the Art Billing Systems X

Utility Best Practices Guidance for Providing • 
Business Customers with Energy Use and 
Cost Data

Goal Nine: Implementing State 
of the Art Effi ciency Information 
Sharing and Delivery Systems

Paper on Coordination of Demand Response • 
and Energy Effi ciency (under development)

Goal Ten: Implementing Advanced 
Technologies 

Most Energy-Effi cient Economy Scoping Paper • 
(under development)
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Notes 

“Energy effi ciency” refers to using less energy to provide the 1. 
same or an improved level of service to the energy consumer in 
an economically effi cient way. As used here, the term includes 
using less energy at any time, including at times of peak demand 
through demand response and peak shaving efforts. 

The energy effi ciency savings as a percent of load growth and 2. 
savings depend on forecast assumptions used and vary by region. 
This magnitude of savings is consistent with the potential savings 
documented in a number of recent studies. See Appendix B of 
the full Vision for 2025 report for references for these studies. 

“Utility” refers to any organization that delivers electric and gas 3. 
utility services to end-users, including investor-owned, coopera-
tively owned, and publicly owned utilities. 

Annual incremental electricity savings are from the American 4. 
Council for an Energy-Effi cient Economy (ACEEE) (Eldridge et 
al., 2008) and cumulative electricity savings are from Energy 
Information Administration (EIA) Form-861 data (EIA, 2008b), 
both for year 2006. Values refl ect reported data for administered 
energy effi ciency programs only and do not include low-income 
programs nor other load management efforts such as demand 
response. Cumulative savings do not capture those programs 
administered by state entities. Peak electricity savings are from 
EIA Form-861 data for year 2006 and refl ect reported data for 
utility-administered energy effi ciency programs only and do not 
include load management programs.

Natural gas savings are from the Consortium for Energy Effi ciency 5. 
(CEE) for their members only (Nevius et al., 2008) and include 
estimated savings from measures installed in 2006, as well as 
those installed as early as 1992 that were still generating savings 
as of 2006.

The 2005 non-baseload output carbon dioxide (CO6. 2) emission 
rates from eGRID2007 Version 1.0 were applied to 2006 electric-
ity savings. Emissions savings from natural gas savings assume 
0.00585 tons CO2 per therm. Vehicle conversion assumes that 
5.46 tons CO2 are emitted per vehicle annually.

Annual spending value considers both ACEEE’s 2006 actual elec-7. 
tricity effi ciency program spending (Eldridge et al., 2008) and CEE’s 
2007 budget estimates for residential, commercial, and industrial 
electricity and gas effi ciency programs (Nevius et al., 2008). CEE 
budget estimates capture both CEE members and nonmember 
administrators of energy effi ciency program respondents. Program 
funding for low-income, load management, and other programs is 
not included in these estimates. Actual 2006 spending for electric-
ity effi ciency programs comes from ACEEE, leveraging EIA and 
ACEEE’s independent information collection efforts.

Expected energy to be saved through energy savings goals assumes 8. 
energy savings post-2007 from 14 states. More details on this 
methodology are included in Appendix E. No states were found to 
have comparable, enforceable savings goals for natural gas.
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Second Joint Statement of the American Gas Association and the  

Natural Resources Defense Council  
 

May 2008 
 
As the United States confronts the dual challenges of ensuring that Americans have 
access to affordable, environmentally clean and reliable energy services, while 
addressing global climate change, the American Gas Association (AGA) and the Natural 
Resources Defense Council (NRDC) have been working together to accelerate 
progress toward a clean, energy efficient future. In 2004, AGA and the NRDC issued a 
joint statement that identified significant regulatory barriers to achieving energy 
efficiency. AGA and the NRDC encouraged state public utility commissions to consider 
innovative proposals to promote energy efficiency and conservation in a manner that 
would benefit both customers and shareholders. The National Association of Regulatory 
Utility Commissioners encouraged state officials to consider the joint AGA-NRDC 
recommendations,1 and the states’ initial response has been encouraging.   
 
Today, AGA and the NRDC issue a second joint statement recommending the next 
steps toward win-win solutions for American consumers and the natural gas utilities that 
serve them. As we did in 2004, AGA and the NRDC urge state public utility 
commissions and officials responsible for publicly-owned natural gas distribution 
systems to consider proposals for implementing cost-effective programs that will 
increase energy efficiency and reduce the nation’s carbon footprint while also balancing 
shareholder interests.   
 

1. Removing Disincentives for Utilities to Promote Energy Efficiency and 
Reduce Greenhouse Gas Emissions, and Uniting to Achieve Increased 
Savings Through Programs and Standards. 

It is now almost universally recognized that energy efficiency is a large, underutilized, 
resource that needs to be expanded significantly to reduce consumer costs, improve 
energy security and reduce greenhouse gas emissions.2 Numerous studies and 
extensive experience in many states and countries have shown that improving energy 
efficiency can be critical to meeting these goals cost-effectively.3 Consumer surveys 

                                                 
1   Resolution on Gas and Electric Energy Efficiency, sponsored by the NARUC Natural Gas Task Force, Committee 
on Gas, Committee on Consumer Affairs, Committee on Electricity, and Committee on Energy Resources and the 
Environment. Adopted by the NARUC Board of Directors, July 14, 2004. 
2   See, e.g., National Action Plan for Energy Efficiency Vision for 2025: Developing a Framework for Change 
(November 2007).  http://www.epa.gov/cleanenergy/documents/vision.pdf. 
3   See, e.g., Impacts of Energy Efficiency and Renewable Energy on Natural Gas Markets in the Pacific West, 
William Prindle, R. Neal Elliott, Ph.D., P.E., Anna Monis Shipley, American Council for an Energy-Efficient Economy, 
Report Number E062 (January 2006). 
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show strong support for coordinated government and utility efforts to increase 
conservation and energy efficiency.4 
Yet there are a number of barriers blocking the path forward to increased energy 
efficiency. One significant barrier has been regulatory policies that unintentionally but 
effectively discourage gas distribution companies from promoting energy efficiency 
improvements. AGA and the NRDC pointed this out in our July 2004 joint statement: 
 

When customers use less natural gas, utility profitability almost always suffers, 
because recovery of fixed costs is reduced in proportion to the reduction of sales.  
Thus, conservation may prevent the utility from recovering its authorized fixed 
costs and earning its state-allowed rate of return. In this important aspect, 
traditional rate practices fail to align the interests of utility shareholders with those 
of utility customers and society as a whole. This need not be the case.5   

 
Since the joint statement was issued in 2004, a significant number of gas distribution 
utilities have been given permission to adopt ratemaking mechanisms that better align 
the interests of utility shareholders, their customers and society as a whole. Today 26 
natural gas distribution utilities in 13 states have implemented revenue decoupling 
programs that serve 20 million residential customers. The National Action Plan for 
Energy Efficiency, which was developed by more than 50 diverse stakeholder groups, 
included as one of its five recommendations the need to “[m]odify policies to align utility 
incentives with the delivery of cost-effective energy efficiency and modify ratemaking 
practices to promote energy efficiency investments.”6 Additionally, Congress passed the 
Energy Independence and Security Act of 2007, directing each state regulatory 
authority to consider “separating fixed-cost revenue recovery from the volume of 
transportation or sales service provided to the customer.”7 Today, AGA and the NRDC 
again urge state public utility commissions and officials responsible for publicly-owned 
natural gas distribution systems to actively support natural gas utilities’ energy efficiency 
proposals that use automatic rate true-ups to ensure a utility’s opportunity to recover its 
authorized fixed costs. We also urge state public utility commissions that have adopted 
such programs on a trial basis to make longer term commitments. Finally, we will assign 
high priority to mutual advocacy for improved energy efficiency standards at both state 
and federal levels, and we will seek urgently needed extensions for federal tax 
incentives for energy efficiency in buildings and equipment.  We will work to ensure that 
these standards and incentives are designed in ways that avoid inappropriately 
influencing customers’ fuel choices, from both economic and environmental 
perspectives.  
 

                                                 
4   See, e.g., M. Kubik, Consumer Views on Transportation and Energy (Third Edition), National Renewable Energy 
Laboratory Technical Report, NREL/TP-620-39047 (Jan. 2006), http://www.osti.gov/bridge. 
5   Joint Statement of the American Gas Association and the Natural Resources Defense Council (July 2004) at 2. 
6   National Action Plan for Energy Efficiency – A Plan Developed by More Than 50 Leading Organizations in Pursuit 
of Energy Savings and Environmental Benefits Through Electric and Natural Gas Energy Efficiency (July 2006) at 2, 
7, 8, and 1-10. See also Aligning Utility Incentives with Investment in Energy Efficiency – A Resource of the National 
Action Plan for Energy Efficiency (Nov. 2007) http://www.epa.gov/cleanenergy/documents/incentives.pdf. 
7   See Sec. 532(b)(6), Energy Independence and Security Act of 2007, P.L. 110-140, Dec. 19, 2007 (In general, 
“[t]he rates allowed to be charged by a natural gas utility shall align utility incentives with the deployment of cost-
effective energy efficiency.” “[E]ach State regulatory authority and each non-regulated utility shall consider- (i) 
separating fixed cost revenue recovery from the volume of transportation or sales service provided to the customer; 
(ii) providing to utilities incentives for the successful management of energy efficiency programs, such as allowing 
utilities to retain a portion of the cost-reducing benefits accruing from the programs;”). 
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2. Developing Performance-Based Incentives for Utilities to Promote Energy 
Efficiency and Reduced Greenhouse Gas Emissions 

Simply removing utility disincentives to promote energy efficiency may be adequate if 
the goal is to achieve relatively modest increases in efficiency. But neutrality is no 
substitute for committed action. If energy efficiency achievements are to reach the level 
required by the various climate change bills currently being considered by Congress 
and under review or adoption in states across the country, then utility commissions 
need to consider linking such achievements to earnings opportunities for the utilities 
involved.8  We agree that such opportunities would yield significant increases in energy 
efficiency and reductions in customer energy consumption. Despite decades of 
programs designed to promote energy efficiency, it is widely recognized that these 
programs remain critically underutilized in the nation’s energy portfolio.9 Without 
carefully considered incentive programs, it seems unlikely that dramatically improved 
results will occur in the future.  
 
The National Action Plan for Energy Efficiency discusses three different types of utility 
performance incentive mechanisms: 1) performance target savings, 2) shared savings 
incentives, and 3) rate of return incentives.10 Performance target and shared savings 
mechanisms have been adopted in a number of states, and while differing in structure 
and operation, typically seek to allow utilities operating at or above a prescribed 
minimum performance level to capture some portion of net benefits delivered (usually 
based on energy savings performance).11 Rate of return incentives might offer a utility 
an increased return for energy efficiency investments and/or an even higher return on 
total equity investment for superior performance.12 While each option has its 
advantages and disadvantages, we unite in supporting approaches that link energy-
efficiency incentives to independently verified net benefits that utilities deliver to 
customers through either successful administration of cost-effective efficiency programs 
and other authorized efficiency programs that serve low-income constituencies, or 
contributions to enactment of cost-effective efficiency standards and tax incentives.13 
AGA and the NRDC encourage state commissions and officials responsible for publicly-
owned natural gas distribution systems to adopt energy efficiency incentive 
                                                 
8   Congress recently encouraged state commissions and unregulated utilities to consider such utility energy 
efficiency earnings opportunities. See Sec. 532(b)(6)(B)(ii), Energy Independence and Security Act of 2007, P.L. 110-
140, Dec. 19, 2007 ( “[E]ach State regulatory authority and each nonregulated utility shall consider- (ii) providing to 
utilities incentives for the successful management of energy efficiency programs, such as allowing utilities to retain a 
portion of the cost-reducing benefits accruing from the programs;”). 
9   See, e.g., Aligning Utility Incentives with Investment in Energy Efficiency at ES-1. For years, groups such as the 
American Council for an Energy Efficient Economy (ACEEE) have produced numerous studies detailing the dramatic 
results possible if various energy efficiency measures were adopted. See, e.g., Examining the Potential for Energy 
Efficiency to Help Address the Natural Gas Crisis in the Midwest, Martin Kushler, Dan York, and Patti Witte (Jan. 
2005, ACEEE Report No. U051) (projecting annual Midwest customer cost savings of $2 billion on their natural gas 
bills by 2010); Potential for Energy Efficiency and Renewable Energy to Meet Florida’s Growing Energy Demands, R. 
Neal Elliott, Maggie Eldridge, Anna M. Shipley, John “Skip” Laitner, Steven Nadel, Philip Fairey, Robin Vieira, Jeff 
Sonne, Alison Silverstein, Bruce Hedman and Ken Darrow (June 2007, ACEEE Report No. E072); Impacts of Energy 
Efficiency and Renewable Energy on Natural Gas Markets in the Pacific West, William Prindle, R. Neal Elliott, Anna 
Monis Shipley (Jan. 2006, ACEEE Report No. E062) (projecting reduced natural gas bills and reduced natural gas 
consumption if energy efficiency measures were adopted).    
10   Aligning Utility Incentives with Investment in Energy Efficiency: A Resource of the National Action Plan for Energy 
Efficiency (Nov. 2007) at 6-1 (chapter on performance incentives). 
11   Id. at 6-3 and 6-4. 
12   Id. at 6-11. 
13   Energy efficient incentives do not include rate design mechanisms, such as margin decoupling, which merely 
reduce utility disincentives.  We also agree that consumer education and marketing expenditures are important to the 
success of many of the energy efficiency programs that this statement references and supports.  
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mechanisms for natural gas utilities that will reduce consumer costs, reduce 
greenhouse emissions and align with shareholders’ interests. 
 

3. Recognizing the Potential Contributions of Efficient Natural Gas Use in 
Promoting Reduced Greenhouse Gas Emissions 

Among fossil fuels, natural gas applications lead the way in reducing greenhouse gas 
emissions.14 Average residential and commercial natural gas consumption is much 
lower today than in the 1970s, due to improved energy efficiency and conservation. The 
64 million households served by natural gas today heat their homes and their water, 
feed their families and dry their clothing using 1/3 less energy than they did in 1980. 
 
Our paramount joint objective is developing ways to help America extract more 
economic benefits from the most efficient use of natural gas.15 There should be 
continued focus on the environmental benefits of more efficient direct use of natural gas 
in homes and businesses, which can and should be an important strategy to lower U.S. 
greenhouse gas emissions. 
 
AGA and the NRDC pledge to continue their efforts to find more ways to use natural gas 
efficiently, thereby assisting consumers and speeding the transition to a lower carbon 
future. 
 
 
 
This Joint Statement also has been reviewed and endorsed by: 
 
Alliance to Save Energy 
 
 

 
 
 
American Council for an Energy Efficient Economy 
 

 

                                                 
14   When burned in power plants of equivalent thermal efficiency, natural gas emits 45 percent less CO2 than coal 
and 30 percent less CO2 than oil on an energy equivalent basis. This advantage can be further increased by 
integrating combined heat and power applications with end use efficiency improvements. 
15   Along with natural gas, some natural gas utilities have supplemented their supply needs with renewable sources 
of supply such as biogas, which can help reduce greenhouse gas emissions. 
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