
 
 
  

AEP  Ohio Energy Efficiency Workshop Responses 
 
AEP Ohio would like to thank the PUCO for allowing stakeholders to provide 
comments on cost-effective energy efficiency programs to manage customer electric 
generation costs. 
 
AEP Ohio believes that the electric distribution utility (EDU) is the logical entity to 
provide Energy Efficiency at scale.  The EDU is the only entity that serves all 
customers in its territory, which is key to cost effectively identifying the 
opportunities and producing the scale of participation needed to improve the value 
proposition for Energy Efficiency.  The EDU is well positioned to reduce generation 
and capacity costs for its customers. The EDU has the capabilities to ensure 
performance is met and the experience to engage and grow voluntary customer 
participation to the scale needed to drive down costs.  The EDU can offer Energy 
Efficiency to customers in a variety of ways to gain participation, as follows: 

 Energy Efficiency/Peak Demand Reduction (EE/PDR) programs that engage 

multiple channels of opportunity for participation.  

 Low income programs to support and protect our at risk customers that are 

200% and below the Federal Poverty Level guidelines. 

 DSM programs to support aggregated and controllable customer loads 

including Energy Management Systems (EMS), electric water heating 

control, air conditioning and space heating control, electric vehicle (EV) 

charging control, as well as similar and other specialized commercial and 

industrial DSM offerings. 

 In the future, with sufficient scale of targeted energy efficiency on local 

distribution stations and circuits may improve the opportunity for greater 

Distribution avoided capacity. 

 Provide programs available to all residential and small commercial 

customers. 

 Engage larger customers to show and demonstrate the benefits of 

participation that gives them to opportunity to opt in to the program 

benefits. 

 Education and outreach programs to grow EDU energy and capacity 

reductions from its customers over time. 

 



 
 
Delivery mechanisms should include all of following: 

 EDU Energy Efficiency programs delivered with internal and external 

resources. 

 Utilize current and developing smart grid capabilities to manage and control 

peak capacity reduction and performance from all participants. 

 Engage with other market providers to partner and maximize customer 

participation. Work to alleviate bottlenecks to customer participation. 

 Reverse auctions have been used successfully in the delivery of lowest cost 

incentives to large commercial and industrial customers and can also be 

used here to acquire energy and capacity reductions from customers and 

other solution providers at the lowest cost. 

Other comments: 
 The financial outcome should be an annual net benefit for the participating 

customers, all customers, and the EDU (and its partners).  All three groups 

should win. 

 Long term commitment from all parties is required to provide certainty that 

can lower cost. 

 The EDUs must meet all evaluation, measurement, and verification (EMV) 

requirements of the PUCO. 

 Cost effectiveness should be measured on the portfolio level Utility Cost 

Test (UCT) modified to include any other quantifiable utility benefits. This 

test ensures the utility is effectively managing the budget, and 

demonstrably cheaper than other generation resources. 

 The Energy Efficiency programs, when managed effectively to lower costs, 

can support new construction and economic development, making Ohio 

more competitive.   

 AEP Ohio is supportive as long as the utility has cost recovery, a mechanism 

to recover loss distribution revenue, and a performance incentive.   

 
 
 
 
 
 
 



 
 
 
Energy efficiency questions: 

1.) It is the policy of this state for electric service to “protect at-risk populations.”  R.C. 

4928.02(L).  It is also the policy of this state to encourage innovation and market 

access for cost-effective demand-side retail electric service including demand-side 

management programs.  R.C. 4928.02(D).  In light of the termination of the 

mandated energy efficiency programs under R.C.4928.66, should electric 

distribution utilities (EDUs) implement energy efficiency programs? Should some or 

all programs be targeted to the elderly and low-income customers? 

a. AEP Ohio Response: Yes. On a voluntary basis and under certain conditions 

shown in AEP Ohio’s General Comments attachment. Some programs should 

target low-income customers.  Low Income customers have the highest 

energy burden, but cannot always afford the upfront costs to reduce their 

energy usage. These are critical segments that AEP Ohio can target 

effectively and should be an important part of an Energy Efficiency portfolio.  

2.) Should EDUs offer energy efficiency programs to all residential customers?  How 

should these programs be funded? Or, in order to promote competition, customer 

choice, and access to energy efficiency programs, should the EDUs implement cost-

effective energy efficiency programs only for their residential standard service offer 

(SSO) customers, paid for through a bypassable rider? Why? 

a. AEP Ohio Response: Yes. As all residential customers can participate and 

share the benefits, the recovery mechanism should be funded by all 

residential customers. No, these programs should be available to all EDU 

residential customers. Since all customers benefit from participation, all 

customers should fund the rider. 

  



 
 

3.) Rather than promoting contemporaneous energy efficiency products/services 

through utilities and certified competitive energy/natural gas suppliers, should 

utilities offer programs only when private sector providers (not limited 

to competitive retail electric service (CRES) and competitive retail natural gas 

(CRNG) providers) fail to effectively deliver such products/services to the market?  

a. AEP Ohio Response: AEP Ohio believes that the electric distribution utility 

(EDU) is the logical entity to incentivize customers to higher efficiency 
equipment that they normally would.  The EDU is the only entity that serves 

all customers in its territory, which is key to cost effectively identifying the 

opportunities and producing the scale of participation needed to improve 

the value proposition for Energy Efficiency.   

4.) How should program magnitude be determined? 

a. AEP Ohio Response: Based on reasonable costs that are correlated to the 

scale of each EDU.  

5.) State policy for electric service encourages the education of small business owners in 

the use of energy efficiency programs.  R.C. 4928.02(M).  Should EDUs offer energy 

efficiency programs to all small commercial customers, paid for by 

a nonbypassable rider with the option of an opt-out for those customers?  Should 

EDUs offer energy efficiency programs only for small commercial SSO customers, 

paid for through a bypassable rider?  For each EDU, which rate classes should be 

considered small commercial customers? How should small business customers be 

educated regarding energy efficiency programs? 

a. AEP Ohio Response: As this issue is currently being considered in Ohio, 

AEP will defer to the will of the legislature.  But AEP Ohio’s general position 

is stated above in response to question 2. 

6.) Are CRES providers prepared to meet demand for energy efficiency programs in the 

competitive market?  Would the sale of energy efficiency measures be subject to the 

Consumer Sales Practices Act?    

a. AEP Ohio Response: AEP Ohio believes it is the logical entity to meet all the 

needs of their customers, as noted in AEP Ohio’s general comments 

attachment. The Commission should not assume that CRES providers would 

be subject to the CSPA, but should instead institute additional consumer 

protections. 

  



 
 

 

7.) For electric energy efficiency programs, are there obstacles to bidding residential 

and small commercial SSO customers’ energy efficiency savings into the PJM 

capacity market? Would the amount of revenue be de minimus? Given the absence 

of shared savings or administrative fees paid to EDUs, should the PUCO revisit the 

existing 80/20 sharing of capacity revenue? 

a. AEP Ohio Response: There are challenges to bidding into the PJM capacity 
market, but AEP Ohio has delivered energy efficiency demand reduction into 

the PJM capacity market since 2012. Some of the challenges include: 

Evaluation, Measurement & Verification obligations, and the uncertainty of 

the new rules (Example: MOPR). No, the amount would not be de minimus, 

but it would depend on the scale and what is accepted by the PJM capacity 

market auction. The PUCO should not revisit the 80/20 sharing of capacity 

revenues. EDU incentives are critical to the utility to offer programs. The 

80/20 sharing functions as a utility performance incentive to maximize 

returns for our customers the while limiting the risk of underperformance. 

8.) How should the PUCO measure success in transitioning from mandated energy 

efficiency programs to a market-based paradigm? Is it sufficient to measure year-

over-year change in the amount of energy efficiency from Ohio that clears the PJM 

capacity market? What, if any, cost-effectiveness test should be used? What, if any, 

limitations should there be on which energy efficiency programs may be offered?  

a. AEP Ohio Response: Utilities should continue to offer programs voluntarily 

that are market based energy efficiency solutions to our customers, by 

providing incentives to customers to choose the solution and provider they 

deem best fit. AEP Ohio has always offered market based energy efficiency 

solutions to our customers. No, we should not measure success as the 

amount of year-over-year change that clears in the PJM capacity market. The 

PJM EE capacity market bidding and auction clearing rules have been 

changing and it is unclear at this time how cleared EE capacity will both be 

measured and monetized over time.  Also, auctions clear years in advance 

and measuring change currently on a year to year basis is important for 

program implementation and measurement.  Further, the PJM capacity 

market only looks at capacity (peak demand reduction) and does not 

provide the key measurement of energy savings. AEP Ohio recommends to 

utilize the Utility Cost Test (UCT) for cost-effectiveness purposes; modified 

to include any other quantifiable utility benefits. At the portfolio level, 

programs overall should be cost effective, or meet specific goals such as 

serving low income customers. Any limitation or cost cap should be based at 

the portfolio.  

  



 
 

 

9.) Should the existing demand-side management programs implemented by the natural 

gas utilities be transitioned to the market-based paradigm 

where they offer efficiency programs only to nonshopping customers (except for at-

risk populations)?  R.C. 4928.03(A)(3).  Are there differences in the 

electric and natural gas industries that would prevent competitive retail natural 

gas suppliers from meeting the demand for efficiency programs in a competitive 
market?  

a. AEP Ohio Response: AEP Ohio did not answer this question as it was not 

directed to EDU’s. 

10.) What should be the application mechanism and process be for a company to pursue 

the offering of an energy efficiency program? 

a. AEP Ohio Response: The EDUs should file an application that contains their 

portfolio and budgets, along with a methodology for cost recovery.   

11.) What is the impact of FERC Order 2222 in designing energy efficiency or demand 

response programs in Ohio? 

a. AEP Ohio Response: Utilities are best positioned to gain the scale of Energy 

Efficiency and Demand Response required to maximize the opportunity of 

FERC 2222. More information is needed by all interested parties to 

determine how FERC 2222 is implemented in Ohio. 

12.) How has the COVID-19 pandemic has affected energy efficiency programs for 2020-

2021 offerings, and how might the pandemic have changed the nature of energy 

efficiency products and services going forward? 

a. AEP Ohio Response: AEP Ohio shutdown their program at the end of 2020, 

but we did see material impacts during the pandemic. With more residential 

customers working remotely, there may be larger opportunities for HVAC 

upgrades, behavioral education, and demand response. For C&I, there could 

be an opportunity to enhance HVAC and indoor air quality. For New 

Construction we have the opportunity to enhance buildings with smart 

technology. 

13.) What role, if any, should considerations such as artificial intelligence, data 

sharing, and privacy play in Ohio energy efficiency programs?  

a. AEP Ohio Response: New technology, such as artificial intelligence, could 

be included in research and development opportunities to ensure the utility 

is on the cutting edge for our customers. The privacy of our customers 

should be still be first and foremost. The EDU is still the steward of their 

customers, any data sharing should be aggregated at a high level.  

  



 
 

 

14.) What creative solutions have other jurisdictions and entities employed in the 

implementation of energy efficiency programs to accomplish objectives such as 

cost-effectiveness, customer education, benefits to at-risk 

populations, robust program adoption, and measured energy savings?  

a. AEP Ohio Response: We have collaborated with many other utilities 

throughout the country, which AEP Ohio has implemented multiple creative 
solutions such as our Continuous Energy Improvement and Bid4Efficiency 

programs, and won numerous awards for our best in class programs. If 

programs were to resume, we would continue this effort and best practice.  

 

 


