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I. Introduction

The Public Utilities Commission of Ohio’s Energy Efficiency workshops demonstrated

that there is a need for more energy efficiency in Ohio. Stakeholders of all kinds—electric and

gas utilities, consumer advocates, environmental groups, nonprofits, and energy efficiency

providers—all called for a return to robust ratepayer-funded energy efficiency programs because

of the tremendous benefits that they provide to all customers. Enervee appreciates that it was

given an opportunity to share its views through initial comments and by presenting at the

workshops, and we share some additional thoughts here in these reply comments.

II. Reply Comments

A. The Commission has authority to approve ratepayer-funded energy
efficiency programs.

One question that the Commission raised during the workshops was whether it has the

authority to approve ratepayer-funded energy efficiency programs. The answer to this question is

yes. There are several legal bases for such authority.

First, R.C. 4905.70 does not just permit the PUCO to authorize energy efficiency

programs—it requires it: “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.”

In approving programs for natural gas utilities, the PUCO has ruled that “it is vested with the

statutory authority to authorize natural gas utilities to implement DSM energy efficiency and

energy conservation programs….” In re Application of Columbia Gas of Ohio, Inc. for Approval

of Demand-Side Mgmt. Programs for its Residential & Commercial Customers, Case No.

16-1309-GA-UNC, Opinion & Order at 62 (Dec. 21, 2016) (citing R.C. 4905.70). R.C. 4905.70

does not distinguish between natural gas and electric utilities, so the PUCO’s ruling in Columbia

Gas applies equally to electric utilities.

Second, R.C. 4929.02(A)(12) provides that it is state policy to promote “an alignment of

natural gas company interests with consumer interest in energy efficiency and energy

conservation.” The PUCO cited this law as well in Columbia Gas in support of its conclusion

that it has jurisdiction to approve ratepayer-funded energy efficiency programs.

Third, under R.C. 4905.22, every public utility “shall furnish necessary and adequate

service and facilities, and every public utility shall furnish and provide with respect to its

business such instrumentalities and facilities, as are adequate and in all respects just and

reasonable.” This law does not prescribe the precise manner in which the utility does so, thus

leaving it to the discretion of the utility and the PUCO. One way to ensure that a utility’s

facilities remain adequate is to lower customers’ use of those facilities. When customers use less

electricity or natural gas—for example, by participating in energy efficiency programs—the

utility’s facilities are used less, thus enhancing the utility’s ability to keep its facilities adequate.

R.C. 4905.22 also requires all utility charges to be “just” and “reasonable.” Charges are more just

and more reasonable when they are lower, and energy efficiency lowers customers’ charges.
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Fourth, under R.C. 4909.154, a utility can recover operating and maintenance expenses

that are prudently incurred. A utility’s decision to offer energy efficiency programs to its

customers is a prudent use of funds because such programs provide wide ranging benefits to

customers and the utility by lowering wholesale energy prices, reducing strain on the distribution

system, and lowering carbon and other greenhouse gas emissions..

Fifth, R.C. 4928.143(B)(2)(i) provides that an electric distribution utility’s electric

security plan may include provisions “under which the electric distribution utility may

implement … energy efficiency programs.”

Sixth, R.C. 4929.051(A) provides that a natural gas company can use a revenue

decoupling mechanism as long as certain conditions are met, one of which is that the utility’s rate

plan “establishes, continues, or expands an energy efficiency or energy conservation program.”

Further, while some have described House Bill 6 as requiring energy efficiency programs

to end, this is not what the statute actually says. Under R.C. 4928.66(G)(3) (enacted as part of

House Bill 6), the only thing that was required to end was the “cost recovery mechanisms

authorized by the commission for compliance with this section.”1 Termination of a cost recovery

mechanism does not entail termination of programs. It simply means that any programs that

continue beyond the end of these specific cost recovery mechanisms—namely, the ones that were

established for purposes of mandatory as opposed to voluntary utility programs—must be funded

through a different cost recovery mechanism (for example, through base rates or some other

rider).

In summary: before House Bill 6, electric utilities were required to offer energy

efficiency programs that achieved certain levels of savings, and gas utilities were permitted to

offer energy efficiency programs. All that House Bill 6 did was terminate the requirement that

1 “This section” refers to compliance with the now-terminated energy efficiency mandates.
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electric utilities offer programs of a certain magnitude. It did nothing whatsoever to eliminate the

PUCO’s authority to approve voluntary programs for electric or gas utilities.

B. There are barriers that prevent consumers from being as energy efficient as
they want to, so the Commission should reject claims that consumers can
simply rely on the market for energy efficiency.

While the majority of stakeholders strongly support a return to utility energy efficiency

programs in Ohio and the corresponding benefits to consumers, there were a few detractors. The

general theme amongst the detractors was that there is no need for utility energy efficiency

programs because there is adequate access to energy efficient products in the market.

There is a complete lack of evidence for this theory. Since Ohio’s utility energy efficiency

programs ended more than 16 months ago, no one in the “market” has stepped up to fill the void.

Few retail markets offer energy efficiency options for their consumers at all, let alone at the scale

that utilities can. Detractor IGS, for example, suggested that retail energy suppliers can offer

energy efficiency to consumers. Yet based on a review of its website, IGS does not appear to

offer any energy efficiency measures to consumers whatsoever.2

Further, markets only work when they are free of barriers—and the market for energy

efficient products has numerous barriers that prevent customers from being as energy efficient as

they can be and as they want to be. As Enervee explained in its initial comments3 and during the

Commission’s workshops,4 customers face financial barriers (e.g., high upfront costs of efficient

products), market barriers (e.g., lack of transparency, meaning difficulty in identifying which

products are most efficient), and cognitive/psychological barriers (e.g., undue focus on

4 Available here: https://youtu.be/YIAU20iTn24?t=1915
3 Available here: https://puco.ohio.gov/utilities/electricity/resources/ee-workshops

2 IGS does offer green electricity, carbon-neutral natural gas, and rooftop solar, all of which are
important in the fight against climate change, but none of which are a replacement for energy
efficiency.
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short-term costs while heavily discounting future costs, and the need to make purchases quickly

and under stress when an appliance or other product in the home breaks).

Because of these barriers, the market for energy efficiency products is not properly

functioning and thus not leading to optimal results. Utility energy efficiency programs can help

overcome these barriers in various ways. Enervee’s online marketplace, for example, increases

transparency and makes buying decisions easier with the use of a 0-100 Enervee Score—the

higher the score, the more efficient the product. A choice engine also helps customers narrow

their choices quickly and easily to identify the most efficient products that meet their needs,

including price. And financial barriers can be overcome by offering customers instant approval

to finance efficient purchases at reasonable rates with no upfront costs.

In contrast, if customers are required to rely exclusively on the competitive market for

energy efficiency, they will continue to face barriers and will not be able to be as efficient as they

want to be.

III. Conclusion

The Commission has the authority to approve utility energy efficiency programs. It

should encourage all electric and natural gas utilities to offer these programs for the benefit of

their customers, and it should waste no time. The market is not meeting the needs of consumers

because of persistent barriers, including market, cognitive/psychological, and financial barriers.

Utility energy efficiency programs, when properly designed, can help overcome these barriers.

Consumers can save money and reduce their carbon footprint for the benefit of all Ohioans.
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