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Environmental Law and Policy Center (ELPC) thanks the Commission for the 
opportunity to comment on energy efficiency (also referred to as energy waste 
reduction) in Ohio. ELPC has worked on energy efficiency issues in Ohio, Illinois, 
Michigan, and Iowa over the last decade, and has litigated cases involving the efficiency 
plans of all four Ohio electric distribution utilities (EDUs).  
 
In framing the question of the future of energy efficiency in Ohio, the Commission 
should bear in mind that utilities have two options for serving their customers’ energy 
needs. They can supply electricity, or they can help customers reduce their need for 
electricity. At its core, energy efficiency reduces customer needs for generation, and 
utility spending on transmission and distribution.   
 
Energy efficiency also helps lower the market price of power at both peak and off-peak 
times. If a residential or commercial customer installs energy-efficient lighting, then that 
lighting lowers usage at all times, including during peak times. Lower usage means 
power plants run less, and, most importantly, the expensive peak power plants run less. 
While the utilities no longer own power plants, the customers ultimately pay higher 
prices for their generation when utilities don’t run efficiency programs. Similarly, if 
customers use less power, the utility needs fewer transformers, transmission lines, 
substations, distribution lines, etc. In short, energy efficiency benefits all customers.  
 
While the energy efficiency programs can seem expensive it’s important to keep in mind 
that a new power plant costs in the $4-5 billion range, and last year AEP had revenue of 
approximately $1.5 billion. Additionally, Ohio spending under the mandatory programs 
paled in comparison to Illinois where the utilities spent approximately $450 million on 
electric energy efficiency programs in 2019 compared to the Ohio utilities spending less 
than $200 million. Illinois ramps up to about $550 million/year in 2022.  

Most importantly, customers pay bills and not rates. Energy Information Administration 
(EIA) data shows that in 2020 Ohio utility customers paid an average of 12.29 
cents/kWh for their electricity compared to Illinois customers paying 13.04 cents/kWh. 
However, Illinois customers paid only $93.98 per monthly bill, while Ohio customers 
paid $107.30. A number of factors influence customer bills, but the commitment that 
Illinois has made to efficiency compared to Ohio’s commitment should be a factor the 
Commission considers. 
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PUCO ENERGY EFFICIENCY QUESTIONS  
 
Given the number of stakeholders we anticipate will respond to these questions, and the 
volume of answers, ELPC focuses on the questions where we believe our responses 
will add the greatest value. 

 
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?    

The question, “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?” is the fundamental question we address today. ELPC 
believes that answer should be an unequivocal “yes.” While ELPC recognizes that the 
legislature voted to terminate the mandatory programs under R.C. 4928.66, it did so for 
a number of reasons ranging from needing to find money to bail out nuclear plants, to 
distaste for mandates. While some legislators expressed concern that the utility 
programs didn’t produce savings, that was a small minority.1  
 
It’s important to remember that the Commission reviewed every utility energy efficiency 
program submitted by FirstEnergy, AEP, Duke, and AES Ohio and concluded that the 
plans saved both participants and non-participants money on their bills, created jobs, 
and helped the environment. The process for those programs started with energy 
efficiency potential studies and included collaborative processes, Staff reports, Staff and 
intervenor participation in hearings and briefing, and review by the Commission that led 
to a Final Order in each case.  
 
At the heart of the process, R.C. 4928.66 required that energy efficiency plans be cost-
effective, meaning that the efficiency measures cost less than the generation they 
replaced. We anticipate that any new utility proposals would meet a cost-effectiveness 
test, and that the Commission would ensure this as part of its review.  
 
Most importantly, providing energy efficiency programs fits squarely within the utilities’ 
obligation to provide just and reasonable service. The legislature only eliminated the 
mandates, and took no action regarding voluntary programs. Given the Commission’s 
own findings regarding these benefits, the Commission should encourage utilities to run 
the programs on a voluntary basis.   
 
In its recent rate case where it proposed new voluntary energy efficiency programs, 
AEP Witness John Williams explained AEP’s decision to propose new programs: 

                                                 
1 Representative Bill Seitz is the lead sponsor of the bill that encourages the utilities to run voluntary programs. 
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The Company has invested in the smart grid with smart meters and a network 
that provides the opportunity to work with customers and a wide variety of 
partners in new ways to help optimize the grid through demand side 
management, helping all customers control cost and maximize their benefit as 
well as the system benefit for all customers. Many major end uses of electricity in 
homes, businesses and industry such as heating, ventilation and air conditioning, 
water heating, specialty and controlled lighting, plug loads and some industry 
specific processes are good candidates for reduction of peak demand through 
control. The customer needs to be aware of the opportunity, there should be a 
benefit to participate, and the customer needs the capability or technology to 
participate.  
 

Case No. 20-585, Williams Direct at 10. In its filing, AEP proposed spending 
$36,600,000 to achieve direct benefits of $71,843,370, and estimated additional non-
energy benefits at $28,368,181 (total benefits $100,211,500). This is a very good deal 
for consumers.  
 
While OCC has publicly made the argument that Ohio doesn’t need these programs 
because customers already purchase energy-efficient products and services on their 
own absent the programs, it has not demonstrated that customers make energy-efficient 
choices absent discounts and rebates the utility programs provide. In fact, the utility 
potential studies still demonstrate the need for the programs. For example, very few 
customers have smart thermostats, that not only help customers use less energy and 
save on their bills but also have demand response capability. As another example, while 
many customers have standard LEDs, they do not yet have specialty LEDs for 
bathroom fixtures, chandeliers, etc.    
 
As far as the value of targeting elderly and low-income customers, those customers 
benefit the most from efficiency. Many low-income and elderly customers have fixed 
incomes and struggle to pay their bills. They would certainly benefit from targeted 
programs. However, the Commission should bear in mind that they also benefit from the 
lighting programs, smart thermostats, and other programs available to all customers. 
 
 
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?  

The EDUs should offer programs to all customers because, as mentioned above, all 
customers benefit. Participants benefit from lower bills and from lower utility costs 
related to the grid and generation. Non-participants don’t get all of the benefits 
participants get, but they still benefit significantly from lower prices suppliers pay for 
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their electricity, and they get the long-term benefits from lower utility costs related to the 
grid. Customers do not the option to bypass these charges.  

All EDU customers should pay for the programs, because they all benefit. Just as all 
customers pay for the grid, even though some customers use more electricity than 
others and some customers have higher demands at peak.  

While competitors have a role to play in delivering energy efficiency, the Commission 
should not rely on them to deliver benefits on the scope and scale as the utilities. 
Utilities can offer programs across their service territories in ways that competitors 
cannot, particularly in regards to the products and appliances offered at retail stores 
such as Home Depot and Lowe’s. When all customers pay into the programs those 
stores in the utility service territory can offer discounts and rebates to all customers. If 
for example CRES provider A offers a discount or rebate to its 10,000 customers, and 
CRES providers B and C have different offers, it’s impractical for retail stores to be the 
gatekeepers to ensure only those customers get the discounts their provider offers.  

In addition to the impracticality, the utilities have an obligation to deliver value to their 
customers that CRES providers don’t have. This allows customers to access programs 
without having to determine whether they will actually save money from their efficiency 
investment. The Commission oversees the programs and ensures those benefits. In 
contrast to the EDU programs, CRES providers have no obligation to provide customers 
savings from efficiency and their focus as unregulated businesses is on selling products 
and services at a profit. While CRES providers may provide valuable efficiency 
measures as part of their service, this may not be the case.  

While the utilities run their programs, nothing prevents CRES providers from providing 
different programs aimed at their customers. They just should not replace those 
programs. 

 

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?  

ELPC addressed the main thrust of this question in response to the previous question 
regarding competition and customer choice. ELPC believes that the EDUs can provide 
optimal customer benefits from efficiency programs. We also note that the CRES 
providers’ business model is to make profits from selling products and services to its 
customers, not from saving them energy. As stated above, they are not regulated, and 
the Commission will have no oversight to make sure that the CRES providers energy 
efficiency offerings provide real value, or any value at all. Moreover, the utility-run 
programs offer the greatest opportunities for broad customer participation and generate 
savings for both participants and non-participants. 
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4.) How should program magnitude be determined?  

The spending on cost-effective efficiency programs reduces customer bills. Hence, the 
Commission should encourage the utilities to run programs that spend to the limit of 
cost-effectiveness. The Commission faces the challenge that the numbers sound bigger 
than they really are. For example, if a utility proposes a $50 million efficiency program, it 
needs to be viewed in the context of the utility’s total revenue and the amount of money 
it spends on programs like smart meters and grid modernization. For example, in AEP’s 
recent rate case Docket No. 20-585, AEP had a rate base of $3.1 billion. The 
Commission should take into consideration not only potential bill savings from EE, but 
also reduced future investment in the grid. 

 

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?  

ELPC believes that the same logic that applies to our responses regarding residential 
programs applies here. We note that the term “non-bypassable” rider has a negative 
connotation, but energy efficiency is a cost of service like a multitude of other costs that 
customers pay. Customers don’t choose to pay for any delivery system costs. 

 

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?    

We are uncertain exactly what the Commission means when it asks “are CRES 
providers prepared to meet demand for energy efficiency programs in the competitive 
market?” It seems like the Commission may be directing the question at the CRES 
providers. Taking the opportunity to answer here, for reasons explained in other 
responses, ELPC does not believe that the CRES providers can offer programs with the 
same customer benefits that the EDUs can offer. ELPC has never seen the kind of cost 
benefit analysis utilities must do (and the PUCO approves) when they propose energy 
efficiency programs. Even when proposing voluntary programs AEP did cost benefit 
analysis showing customer benefits of $100,211,500 on $36,600,000 spending. 

While ELPC supports utility-run programs, ELPC believes that the CRES providers have 
an opportunity to provide energy efficiency products and services beyond those run by 
the EDUs. Also, ELPC believes that the CRES providers and utilities should cooperate 
to allow CRES providers to access and pass along discounts and rebates from utility 
programs to their customers. 
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As far as the Consumer Sales Practices Act, it offers limited customer protection 
because of the lack of resources available to enforce it and the monumental task to do 
so. ELPC has done extensive consumer protection work in Illinois and it simply an 
impossible task to police the bad actors in the competitive market. We think trying to 
police the market compares to playing whack-a-mole. 

 

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?  

See ELPC response to question to question 11 regarding FERC Order 2222. We 
believe an 80/20 sharing mechanism is a good balance. 

 

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?  

ELPC is not sure it understands this question. First, we don’t understand what the 
Commission refers to by the term “market-based paradigm.” Does the PUCO mean if 
the Commission concludes that we would rely on CRES providers and the competitive 
market how should we measure success? If the Commission does, in fact, reject utility-
run programs, then we don’t believe that it can measure efficiency savings.  

Second, we don’t understand why the Commission views the amount of energy 
efficiency that clears PJM as critical. If energy efficiency is cost-effective, then it benefits 
customers regardless of the amount of efficiency that clears the PJM capacity market. 
The amount of savings that clears the PJM capacity market depends in part on how 
tight capacity is in PJM in a given year. The payments utilities receive from that bidding 
is essentially a bonus payment, but doesn’t constitute a determining factor in the value 
of efficiency to customers. 

 

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. 4929.03(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?  
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Natural gas utilities should offer demand-side programs to all customers regardless of 
their shopping status. The same issues ELPC raises regarding this question as it relates 
to EDUs applies here. Given the way gas utilities and alternative suppliers purchase, 
store and release gas, non-participants benefit from customers reducing their gas 
usage. 

 

10.) What should be the application mechanism and process be for a company 
to pursue the offering of an energy efficiency program?   

ELPC does not have a strong opinion about the best way for utilities to apply for 
approval of programs.  

 

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

FERC Order 2222 enables new revenue sources from distributed energy resources, 

including energy efficiency and demand response. Under FERC Order 2222, distributed 

energy resources of different types can be aggregated into a single resource for 

participation in PJM capacity, energy, and ancillary services markets. This aggregation 

has several effects on Ohio’s energy efficiency and demand response programs. 

First, aggregation means that individual measures that were previously too small to 

participate in wholesale markets (e.g., a home’s smart thermostat) can now gain access 

to markets when combined with other similar individual resources. By aggregating 

resources, the programs can generate additional wholesale revenue to offset costs of 

energy efficiency and demand response programs, which in turn can be used to invest 

in bigger, better programs. Further, resources can be aggregated across measure 

types. For example, smart thermostats can be combined with other demand response 

and energy efficiency measures into a single aggregated resource for participation in 

the wholesale markets. 

Second, energy efficiency and demand response measures can be aggregated with 

distributed energy resources outside of the utility programs, such as rooftop solar. This 

significantly increases the ability for energy efficiency and demand response measures 

to be combined into aggregated resources large enough to participate in the wholesale 

markets. Utilities operating programs in Ohio must allow participation in either utility or 

third-party aggregations. This not only has the potential to reduce program costs by 

generating additional revenue (in the same way that utilities can offset the costs of 

some measures through participation in PJM’s existing capacity market construct), but 

also gives PJM and other grid operators the ability to lower overall market prices by 

better utilizing distributed resources for grid optimization. 
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Third, FERC Order 2222 requires significant coordination between PJM, Ohio utilities, 

and any third-party aggregators to allow energy efficiency, demand response, and other 

distributed energy resources to participate in the wholesale markets. While we do not 

expect interconnection to be a significant barrier for energy efficiency and demand 

response resources seeking to participate in the wholesale markets, it is important that 

utilities have a plan for how to address metering and telemetry requirements for 

wholesale market participation. This requires utilities to coordinate with PJM and any 

third-party aggregators in ensure there are no barriers to wholesale market access. 

 

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?  

From our perspective, COVID-19 means more residential customers working from home 
and more benefits from energy-efficient lighting, appliances and heating/cooling. ELPC 
is curious as to how the utilities respond to this question. 

 

13.) What role, if any, should considerations such as artificial intelligence, data 
sharing, and privacy play in Ohio energy efficiency programs?  

ELPC believes that CRES providers should have access to customer billing data from 
AMI meters, but that the Commission should take steps to protect customer privacy.  

 

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?  

ELPC has worked with many utilities around the Midwest and ComEd has been the 
most aggressive utility ELPC has worked with to date. It simply puts more effort and 
resources into its programs than any of the other utilities. Part of ComEd’s recent efforts 
have been driven by the change in policy to give the utilities a return on equity on their 
energy efficiency investments. But even before that change, ComEd was willing to work 
with consumer and environmental groups to improve their programs. ComEd believed 
that it could improve its relationship with customers by providing them good energy 
efficiency programs, and the Illinois Commerce Commission made it clear that expected 
utilities to run good programs. ComEd and the Commission also recognized the 
connection between energy efficiency and reduced long-term investment in the grid. In 
terms of at-risk populations, Ameren Illinois has been a leader in this area, increasing its 
direct home installations and marketing efforts in low income communities. Ameren 
believes low income customers save money on their bills and that energy efficiency 
helps reduce shut-offs and uncollectible bills.  
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In addition to Illinois, we urge the Commission to look at Michigan’s decision to move to 
time of use rates as the default rates (with an opt-out option). ELPC believes that 
combining time of use rates with energy efficiency programs, particularly smart 
thermostats and demand response, is the kind of innovative strategy that reduces 
customer costs and lowers pollution. 

 

CONCLUSION 

Utility run energy efficiency programs provide customers savings and reduce both short-
term and long-term customer costs. The Commission should encourage the 
development of future programs for both electric and gas customers. The Commission 
should also tell utilities and interested parties that it expects everyone to continue to 
refine and improve the programs to optimize customer savings. However, as set forth 
above, ELPC urges the Commission not to turn energy efficiency over to the 
competitive market and CRES providers.  
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