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NRDC Responses to PUCO Energy Efficiency Questions 

January 28, 2022 

 The Natural Resources Defense Council commends the PUCO for initiating a process to 

obtain feedback on the merits of allowing and encouraging the state’s electric distribution 

utilities (EDUs) to voluntarily offer regulated customer funded efficiency programs to their 

customers. This process includes a series of questions related to efficiency programs on which 

the PUCO has requested input by January 28th, as well as a set of workshops scheduled for 

March and April of this year.  This merit-based process is critical for ensuring Ohio’s regulated 

utility customers are provided access to adequate, safe, and reliable utility services at fair prices 

while facilitating competitive choices.  This document provides the Natural Resources Defense 

Council’s (NRDC’s) responses to those questions.  

 In summary, the answer to the PUCO’s over-arching question is a resounding and 

unequivocal “yes”:  the state’s EDUs should be enabled and encouraged to offer system-wide 

electric efficiency programs funded by all electric customers, consistent with revised code 

section 4905.70.1  The rationale for this response is simple. 

 First, efficiency programs reduce electric bills for Ohio families and businesses.  

Ohio’s four EDUs estimate that the $177 million they collectively spent on efficiency programs 

in their last full year of operation (2019) resulted in $940 million in electric bill savings.  This 

represents five dollars in savings for every dollar of program investment and net savings of over 

three quarters of a billion dollars from just one year of efficiency programs. Moreover, these 

estimates are conservatively low because the PUCO did not require the EDUs to account for the 

full range of benefits efficiency programs provide to the electricity system. 

 Many of the benefits of efficiency programs – reduced market prices for energy and 

capacity, reduced credit and collection costs, reduced capital investment in the transmission and 

distribution system, and reduced capital investment in generating capacity – accrue to all 

customers. All customers benefit financially, whether they participate in the programs or 

not.  

                                                           
1 R.C. 4905.70 states: The public utilities commission shall initiate programs that will promote and encourage 

conservation of energy and a reduction in the growth rate of energy consumption, promote economic efficiencies 

and take into account long-run incremental costs.  
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 There are also substantial environmental, public health and safety benefits.  Energy 

efficiency programs have benefits beyond just reducing prices for customers. Energy efficiency 

programs create jobs in the energy efficiency sector which from positions within utilities 

overseeing the programs, skilled professionals in the field installing weatherization and energy 

efficiency measures, positions within non-profits who use energy efficiency programs to serve 

the needs of vulnerable Ohioans, and manufacturing jobs to create energy efficient products to 

meet the demands of the programs. Additionally, reduced energy consumption results in reduced 

needs for energy generated from outdated fossil fueled electric power generators, leading to a 

cleaner and healthier environment for Ohio families.  When families are enabled to upgrade to 

more energy efficient appliances, through utility-sponsored programs, they are often replacing 

unsafe appliances thereby making their homes safer.  

 Finally, these benefits would not occur without the programs. These conclusions have 

been reached repeatedly in numerous jurisdictions across the Midwest and beyond. The key to 

ensuring this outcome is holding utilities accountable by hiring independent experts and using 

industry best practices for evaluation, measurement, and verification (EM&V) of their programs.   

 Energy efficiency programs offer the single-most cost-effective way to reduce the bills of 

Ohio’s regulated electric utility customers and the PUCO should unequivocally enable and 

support their implementation. 

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?    

 Yes, electric distribution utilities should implement a diverse portfolio of energy 

efficiency programs. These portfolios should be broad and diverse enough to provide 

opportunities for all customers to participate over time.  The PUCO and the distribution utility 

should be expected to encourage such participation.  While energy efficiency programs have a 

proven ability to save money for all customer classes, Ohio’s distribution utilities should take 

careful consideration to include programs specially designed for low-income customers who 

have unique barriers to reducing their energy waste, compounding already difficult financial 

concerns impacting their families.   
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 The primary reason for supporting electric distribution utility (EDU) delivery of 

efficiency programs is they reduce customer bills. As  

Table 1 shows, the four Ohio EDUs estimated that, in a single year,2 a $177 million investment 

in efficiency programs produced approximately $940 million in electric bill savings.3 That is 

more than $5 out for every dollar in, and a massive injection to Ohio’s economy.   

Table 1:  Ohio Utilities 2019 Efficiency Program Cost-Effectiveness 

 

 Moreover, the EDUs’ estimates of the bill reductions resulting from their efficiency 

programs are understated because the PUCO has not historically required the Ohio EDUs to 

account for several key benefits. For example, the PUCO has not required utilities to quantify 

and report reductions in market clearing prices for electric energy and capacity that result from 

efficiency programs.  PUCO has also not required accounting for the reduced credit and 

collection costs associated with customers who have had challenges paying their bills.  Nor has 

the PUCO required utilities to account for the reductions in capital investments in transmission 

and distribution (T&D) systems that efficiency programs produce. While some utilities have 

voluntarily included the value of avoided T&D costs in their assessments of the cost-

effectiveness of efficiency programs, others have not. These are all important cost savings in 

which the PUCO should take great interest and require utilities to quantify and report in the 

future. 

 Detailed studies of utility efficiency programs in many different jurisdictions have 

demonstrated that most customers would not have made efficiency investments without the 

                                                           
2 2019 was the last full year of efficiency programs in the state and prior to the Covid pandemic.  For these reasons, 

2019 is the most recent Ohio data available that is likely to represent future program impacts. However, 2019 was 

not an anomalous year. The EDUs own reports have shown that their efficiency programs have been extremely cost-

effective every year. 
3 These values are based on each utilities’ annual energy efficiency program reports filed with the PUCO. The 

results shown are for the Utility Cost Test (UCT), sometimes also referred to as that Program Administrator Cost 

test (PACT).  The UCT compares utility costs to utility system benefits. 

Utility

Efficiency 

Program 

Spending 

(millions $)

Electric Bill 

Savings 

(millions $)

Net 

Benefits 

(millions $)

Benefit-

Cost Ratio 

(UCT)

Efficiency 

Cost $ per 

lifetime 

kWh saved

AEP $63 $244 $182 3.9 0.009

DP&L $22 $113 $91 5.2 0.01

Duke $30 $166 $136 5.5 0.01

First Energy $63 $417 $354 6.6 <0.01

Total $177 $940 $763 5.3 ~$0.01
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utility program support.  Independent evaluators have consistently shown this in studies designed 

to account for free rider effects.  Based on those studies, the evaluator has the ability to 

recommend technical assumptions for each efficiency program and, in many cases, for different 

program sub-components or measures.4  PUCO should consider requiring these analyses so that 

they can more accurately evaluate the benefits energy efficiency is providing to Ohio families 

and businesses.  

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? 

 Yes, EDUs should offer energy efficiency programs to all residential customers (not just 

for residential SSO customers).  The programs should be funded through non-bypassable 

surcharges on all customers’ electric bills. 

 There are two main reasons for offering efficiency programs to all distribution customers 

and sharing costs among all customers. First, many of the benefits of efficiency programs accrue 

to all distribution customers, whether they participate in the programs or not. For example, all 

customers benefit from reduced market clearing prices for energy and capacity enabled by 

efficiency programs.  All customers also benefit from reduced credit and collection costs, 

reduced need for capital investments in the T&D system, and reduced or avoided needs for 

generating capacity. Energy efficiency programs enable all of these, and non-participants benefit 

from these types of savings as much as participants in the programs.  Just as the PUCO should 

not want free riders taking advantage of efficiency program incentive dollars, they should aim to 

keep certain customer classes from enjoying the benefits of efficiency programs while not 

contributing to their comparatively low cost.  

 Second, as discussed further below, many efficiency programs can only be successful if 

they are delivered across an entire service territory. For example, when a customer is in the 

market to buy a new water heater because their old one broke down, an efficiency program will 

be able to influence the customer’s decision about which new water heater to purchase only if it 

has collaborated with key trade allies to whom customers will turn to purchase new products.  

                                                           
4 For ComEd in IL, there were 167 different technical assumptions recommended for its 2021 programs.  133 of 

them were between 0.80 and 1.00 – meaning 80% to 100% of the savings produced are attributable to the programs 

and would not have occurred otherwise.  
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That includes both individual HVAC contractors and retailers such as Home Depot and Lowes as 

well as their more local competitors.  

 Energy efficiency program operators cannot persuade contractors and retailers to offer 

rebates for high efficiency equipment (e.g., heat pump water heaters instead of much less 

efficient standard electric resistance models) if the rebate offers are not available to all their 

customers. Retailers and contractors simply cannot and will not deal with both the marketing 

confusion and administrative costs of ensuring rebates are only paid to a minority of customers 

who are eligible because they take the distribution utilities’ standard service offer.  

Similarly, limiting efficiency program offers to SSO customers will preclude programs that 

attempt to influence decisions on the design and construction of new homes, a critical time to 

implement the most efficient energy using equipment. In other words, if utilities are limited to 

offering programs to just SSO customers, the types of measures that they can promote and the 

type of programs through which they can promote them would be quite limited, and Ohio 

customers would pay unnecessarily higher costs for their electric service. 

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?  

 The answer to this question depends on how widespread CRES and CRNG efficiency 

offerings are. For example, if most CRES and/or CRNG providers are offering smart thermostats 

to their customers, it may be appropriate for distribution utilities to focus their efficiency 

programs on other measures. Conversely, if only a couple of CRES and/or CRNG providers are 

promoting smart thermostats, and the vast majority of customers are served by providers that do 

not offer such products, it may be appropriate for distribution utilities to promote them.  

However, it would be important in such cases for the distribution utility programs to be designed 

in a manner which leveraged and supported (rather than competed with) those CRES/CRNG 

providers who are promoting efficient products or services. The PUCO (and other parties, 

including CRES/CRNG providers) could ensure this through the review and approval process for 

each distribution utility’s proposed programs. 

 Still, the efficiency measures to which this concern may apply will be extremely limited. 

There is a lack of evidence to suggest that CRES/CRNG suppliers promote energy efficiency 
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investments to their customers at any significant scale, or to a similar level of effectiveness as the 

EDUs. In fact, one study that evaluated results from nine states that were early adopters of 

electricity deregulation concluded that retail energy suppliers cannot be expected to effectively 

address a significant portion of cost-effective efficiency savings potential: 

The retail electricity commodity supplier industry has not demonstrated itself to 

be an effective vehicle for achieving energy efficiency improvements…the vision 

of a robust supplier industry bundling the electricity commodity and energy 

efficiency to provide customers with the lowest-cost energy solutions has simply 

not materialized.5 

The report offered several reasons for this conclusion, including “…a high failure rate among 

supplier firms, a mixed interest in energy efficiency among suppliers, a lack of commodity 

suppliers actually marketing tangible energy efficiency measures, and a lack of customer interest 

in obtaining energy efficiency from commodity suppliers (due to perceived conflict of interest 

and other reasons).6 

 In addition, as discussed in response to question #2 above, retail energy suppliers are not 

well-positioned to effectively address energy savings opportunities associated with many 

customer equipment purchase decisions. To effectively address equipment purchase decisions, 

efficiency programs must engage retailers, vendors, contractors, and other trade allies that sell 

energy consuming products.  This means working with these trade allies to persuade them to 

stock, display and promote efficient products.  In some cases, it also means persuading them to 

discount those efficient products at the cash register (with the program later reimbursing them for 

those discounts).   

 Trade allies will not do all of that if the program is too complex.  Among other things, 

this means that the program must promote a single efficiency standard that makes clear which 

products are being promoted, be available to all of the customers the trade allies serve, have one 

set of marketing materials on display, etc.  A Home Depot, for example, simply will not deal 

with 10 or 20 or 50 different efficiency programs offerings from different retail energy suppliers.  

A residential heating and cooling contractor cannot effectively keep track of 10 or 20 or 50 

different rebate levels for efficient air conditioners, let alone 10 or 20 or 50 different lists of 

                                                           
5 Kushler, Martin and Patti Witte, “Can We Just ‘Rely on the Market’ to Provide Energy Efficiency?  An 

Examination of the Role of Private Market Actors in an Era of Electric Utility Restructuring”, American Council for 

an Energy Efficient Economy Report Number U011, September 2001 (https://www.aceee.org/research-report/u011).   
6 Ibid. 

https://www.aceee.org/research-report/u011
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which air conditioners are deemed efficient enough to qualify for a rebate and 10, 20 or 50 

different rebate forms to provide to their customers – all depending on who their retail energy 

supplier is.  For these reasons, the EDUs should be the entity that implements energy efficiency 

programs for all customers.  

4. How should program magnitude be determined?  

 The magnitude of distribution utility program offers should be constrained only by cost-

effectiveness.  That is, only those efficiency programs whose benefits are greater than their costs 

should be included, though it is appropriate to relax that constraint for programs dedicated to 

serving low-income customers because of the many other important benefits such programs 

provide to Ohio’s low-income families.  

 With a cost-effectiveness requirement in place, the PUCO is assured that efficiency 

program spending will result in reductions in total bills across all customers. The only potential 

remaining concern is one of equity – particularly whether impacts on non-participants are 

acceptable. This requires consideration of trade-offs between (A) the magnitude of total bill 

reductions, (B) the magnitude of any bill increases for non-participants resulting from any 

potential rate increases and (C) the portion of customers likely to be participants over a long 

period of time. For example, a study in Vermont estimated that an aggressive efficiency strategy 

would produce an average 7% reduction in electric bills (net of rate increases) for the more than 

95% of residential customers who would be expected to participate in available programs over a 

twenty-year time horizon. The corresponding average increase in bills would be 4% to 5% for 

the fewer than 5% of customers who would not participate.7 Most regulators would likely 

support a policy that lowered bills by 7% for 95% of customers while increasing them by 4-5% 

for the other 5%. See Appendix A of the National Standard Practice Manual for Benefit-Cost 

Analysis of Distributed Energy Resources for an excellent discussion of how to approach 

consideration of such trade-offs.8  

 

 

 

                                                           
7 Analysis of “high case” in Woolf, Tim, Erin Malone and Jenn Kallay (Synapse Energy Economics), “Rate and Bill 

Impacts of Vermont Energy Efficiency Programs (from Proposed Long-Term Energy Efficiency Scenarios 2014-

2034)”, prepared for the Vermont Department of Public Service, April 23, 2014. 
8 https://www.nationalenergyscreeningproject.org/wp-content/uploads/2020/08/NSPM-DERs_08-24-2020.pdf  

https://www.nationalenergyscreeningproject.org/wp-content/uploads/2020/08/NSPM-DERs_08-24-2020.pdf
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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?  

 For the reasons stated in response to Question #2 above, the electric distribution utilities’ 

efficiency programs should be offered to - and funded by - all residential and business customers. 

There should be no option for “opting out” for any business customers.  

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?    

 As explained in response to Questions #2 and #3 above, there is no evidence to suggest 

CRES providers would support efficiency investments anywhere close to as broadly (in terms of 

range of efficiency measures addressed) or as deeply (in terms of participation rates and savings) 

as Ohio’s EDUs have in the past and could moving forward. Moreover, there are compelling, 

structural market reasons why they are ill-equipped to do so. 

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?  

 The only potential obstacles for bidding residential and small commercial efficiency 

savings into the PJM capacity market are (A) that the savings must be long-lived enough to 

provide reductions in peak demand more than three years into the future, at least for the base 

residual auctions; and (B) that there be sufficiently rigorous evaluation, measurement, and 

verification (EM&V) of the savings to meet PJM’s needs. We have not estimated the potential 

magnitude of the revenue in responding to this question. However, bidding of such resources into 

PJM provides benefits to ratepayers not only in the form of capacity market revenue, but also by 

lowering the market clearing price for capacity, which can drive significant cost savings to Ohio 

customers.  
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 The existing 80/20 sharing of capacity revenue is a reasonable mechanism for addressing 

the risk that utilities might face for underperformance relative to the level of peak savings that 

they bid into the capacity market – assuming that they bid the vast majority of the forecast 

efficiency savings (rather than hedging against risk by low-balling expected savings in their 

bids).  If the utility chooses to hedge its risk by bidding significantly lower levels of capacity 

savings than anticipated from their efficiency portfolio, the 20% risk-sharing incentive may no 

longer be appropriate.  

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?  

 Success should be measured primarily by the magnitude of the net benefits produced by 

the efficiency programs. Net benefits should ideally be estimated through a cost-effectiveness 

test constructed via the principles and processes articulated in the National Standard Practice 

Manual for Benefit-Cost Analysis of Distributed Energy Resources (NSPM for DERs).9 If the 

PUCO is not inclined to engage in the kind of test development process recommended by the 

NPSM, the best option would be the Utility Cost Test (UCT) which compares program spending 

to the value of electric utility system cost savings. The UCT is currently used in several states, 

including Michigan. 

 Another valuable measure of success would be the level of annual energy savings 

achieved each year through efficiency programs. That should include both energy savings and 

peak demand savings, as both provide significant value to customers. To enable both intra-state 

comparisons between Ohio’s utilities and inter-state comparisons with utilities in other states, it 

would be helpful to express savings as a percent of either (A) the previous year’s sales and the 

previous year’s peak demand; or (B) forecast (i.e., without efficiency programs) energy sales and 

peak demand. 

 An additional key element of the success of efficiency programs is reductions in 

greenhouse gas and other air pollutants. Such reductions are important both because they directly 

address vitally important environmental and public health concerns and because they would 

                                                           
9 https://www.nationalenergyscreeningproject.org/wp-content/uploads/2020/08/NSPM-DERs_08-24-2020.pdf  

https://www.nationalenergyscreeningproject.org/wp-content/uploads/2020/08/NSPM-DERs_08-24-2020.pdf
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represent down payments on compliance with potential future federal and/or state regulations of 

such emissions. 

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 non-shopping 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?  

 No, existing efficiency programs implemented by natural gas utilities should not be 

offered only to non-shopping customers (and/or at-risk populations). As explained in response to 

Questions #2 and #3 above, there is no evidence to suggest competitive gas providers would 

promote efficiency at levels necessary to produce anything close to the levels of efficiency 

improvements, savings and energy bill reductions that Ohio’s gas distribution utilities could and 

in some cases have achieved. Moreover, there are compelling, structural market reasons why 

they are ill-equipped to do so. We see no difference in this answer between electricity and gas. 

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

offering of an energy efficiency program?   

 When applying to offer energy efficiency programs to its customers, a utility should be 

required to propose a multi-year plan (three to four years would be ideal) that describes the 

programs it is proposing to offer, along with their expected costs, savings, cost-effectiveness and 

a proposed EM&V process for documenting the programs’ success.  The plan should be 

proposed and filed in a public docket which allows interested parties have the right to intervene 

and to present their own evidence regarding the reasonableness of the utilities’ proposed plans, 

with the Commission ultimately approving, modifying, or rejecting the plans based on the 

evidence provided. 

 The utilities should also be required, as they were in the past, to publicly file annual 

reports which document the results of the programs, estimated using industry best practices for 

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

response programs in Ohio?  

 We have not assessed, in any detail, how FERC Order 2222 would affect the design of 

distribution utility run efficiency or demand response programs.  

12. How has the COVID-19 pandemic 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?  

 The Ohio electric utilities were in the process of phasing out their programs in 2020, 

making it difficult to say how the pandemic affected them. However, the experience of utilities 

in other states suggests that most efficiency programs were able to proceed largely as planned 

and produced levels of savings not much different than in pre-pandemic years. For example, 

Consumers Energy in Michigan achieved greater electric savings in 2020 (1.96% of sales)10 than 

it planned (1.90% of sales);11 its 2020 savings were also greater than what it achieved in 2019 

(1.76% of sales).12 

 The efficiency programs that have been most affected by the Covid pandemic are 

discretionary retrofit programs – i.e., programs that encourage customers to adopt new efficiency 

measures, such as attic insulation upgrades or new commercial ventilation system controls that, 

while beneficial, are not absolutely essential to heating or operating a building. Low-income 

weatherization programs are common examples of discretionary retrofit programs. Such 

programs did see a downturn in participation and savings in other states during the Covid 

pandemic – an unfortunate “double whammy” for low-income customers who lost access to 

programs that could lower their energy bills at a time when the economy’s downturn was putting 

even greater strain than normal on their families. In contrast, programs that encourage efficient 

choices by customers who would be in the market anyway – e.g., to buy a new appliance or 

HVAC system to replace an existing one that is no longer working – have generally remained 

quite effective. 

                                                           
10 Consumers Energy annual energy efficiency reconciliation filing in Michigan Public Service Commission Case 

No. U-20865, Exh. A-1 (LM-1), p. 57 of 62. 
11 Consumers 2020-2023 Energy Waste Reduction Plan filing in Michigan Public Service Commission Case No. U-

20372, Exh. A-2 (TAY-2), p. 7 of 257. 
12 Consumers Energy annual energy efficiency reconciliation filing in Michigan Public Service Commission Case 

No. U-20702, Exh. A-1 (TAY-1), p. 52 of 58. 
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 The pandemic has forced efficiency program providers to innovate, and they have 

developed a growing range of tools for remote assessments of buildings that not only avoid 

potential concerns about inter-personal interactions during a pandemic but are also lower cost.  

While such tools cannot completely substitute for all on-site assessments of efficiency 

opportunities in buildings, they can be used in some situations to lower program delivery costs.   

 

What role, if any, should considerations such as artificial intelligence, data sharing, and privacy 

play in Ohio energy efficiency programs?  

 One relatively new innovation in efficiency programs is the use of sophisticated analysis 

of customer usage data, particularly where AMI meters have been deployed, to identify 

customers who would be the best candidates for target marketing of different efficiency 

programs. Such innovations should be encouraged – both to identify and help customers who 

could benefit most from efficiency programs and to maximize the savings such programs 

produce (both in total and per dollar) – while simultaneously ensuring that customer privacy is 

protected. 

13. 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? 

 Efficiency programs across the country are continually evolving in ways that have led to 

greater savings, greater cost-effectiveness, more effective treatment of low-income customers 

and other policy objectives. Some notable examples include: 

 Upstream/midstream rebates.  A growing number of utility programs are providing 

financial incentives directly to distributors of efficient products rather than to end use 

customers. One benefit of this approach is that it can effectively influence a much larger 

fraction of product sales because the program simply needs to effectively engage and 

convince 5 to 20 key distributors to participate instead of many, many thousands of 

individual customers. That can lead to both greater savings and to lower administrative 

costs per unit of savings. 

 

 Efficient electrification.  A small but growing number of states (Illinois is one 

Midwestern example) are now permitting electric utilities to help their customers convert 

from fossil fuel heating systems (whether propane, fuel oil or gas) to efficient electric 

heat pumps as part of efficiency programs.  
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 Comprehensive low-income weatherization.  Some electric utilities are improving the 

comprehensiveness of their treatment of efficiency opportunities in low-income housing.  

That includes proactive plans to address multi-family buildings as well as single family 

homes; more intentional assessment and treatment of a wider range of building envelop 

measures (air sealing and insulation); and piggybacking on delivery of state and federal 

weatherization programs so that program delivery occurs through community action 

agencies that are already trusted in low-income communities. 

 

 Expanding focus on electrically heated buildings, particularly in low-income 

housing. This goes together with the increased focus on low-income multi-family 

buildings where electric heat tends to be more prevalent. Recent utility programs in 

Michigan and Illinois are now focusing not only on building envelop measures for such 

buildings, but also on retrofitting of cold climate heat pumps to displace much less 

efficient electric resistance heating. 

 

 Negotiating custom incentives with large business customers. Some utilities have 

begun to tailor their efficiency program offerings to serve large customers more 

effectively by customizing the level of financial incentive offered to meet customers’ 

needs – rather than by having a one-size-fits-all offer. This reflects the reality that some 

businesses need larger incentives to make efficiency investments while others may prefer 

more technical assistance, low-cost financing, or other services. It also accounts for the 

fact that, even for the same customers, different incentive levels can be appropriate for 

different measures given their costs and the different non-energy benefits they may 

provide.   

 

 Investing in account management for medium/large business customers.  A corollary 

to custom incentives is investment in efforts to better understand individual customers’ 

businesses and how and when efficiency investments could help. The most effective 

efficiency programs for medium and large businesses do that through account 

management models, in which individual efficiency program staff are assigned 

responsibility for developing trusted relationships with an assigned list of business 

customers. 

 

 Investment in pilot programs and studies.  Leading utilities increasingly devote 3-5% 

of their efficiency program budgets to investments in field testing and piloting programs 

to deploy the next generation of efficiency measures. 

 

 Geographic deployment of efficiency programs as non-wires solutions. A growing 

number of utilities are deploying geographically-targeted efficiency programs – 

sometimes alone and sometimes in concert with demand response, storage and/or other 

distributed resources – to cost-effectively defer capital investments in the distribution 

system. In some cases, such as Con Edison in New York, such geotargeted programs 

have been reducing distribution system costs for more than a decade. In others, such as 
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with DTE and Consumers Energy in Michigan, they are just a couple of years into field 

testing of pilot programs. 


