
        

 
 

 

Ohio’s Energy Efficiency Resource Standards 
Should Be Retained and Strengthened – Not Diluted or Eliminated 

 

Proposals to dilute or eliminate Ohio’s Energy Efficiency Resource Standards (the Standards), 
which were established with strong bipartisan support in Senate Bill 221 and took effect in July 
2008, would be an unfortunate – and risky – step backward for Ohio. Senate Bill 221’s energy 
efficiency program has been a documented success to date, helping customers across Ohio 
achieve savings on their electric bills while – importantly – reducing all customers’ exposure to 
risks associated with the inherent price volatility of a competitive marketplace where electricity 
prices are set by auction rather than through regulation.  
 
In such an environment, prices simply reflect supply and demand, which are in turn determined 
by many factors, including fuel prices, capital costs, available generation, transmission capacity, 
weather, economic activity and demographics. The more that the electricity system is 
constrained, the higher the price. Energy efficiency ultimately helps to moderate demands on 
the system lowering prices. 
 
Substantial, quantifiable direct and indirect savings 

Utility energy efficiency programs help customers save money in three ways: (1) they help 
reduce participating customers’ demand for electricity, directly reducing their monthly electric 
bills; (2) they reduce customer demand, or load, which lowers wholesale energy prices for 
everyone; and (3) energy efficiency resources that are bid into competitive auctions lower 
wholesale capacity prices for everyone.  
 
A recent study1 commissioned by The Ohio Manufacturers’ Association and conducted by the 
American Council for an Energy-Efficient Economy (ACEEE), concludes that (a) continued 
utility investments in energy efficiency, (b) continued achievement of the current 
Standards, and (c) utilities bidding a portion of their energy efficiency resources equal to 
the savings required by the Standards into regional capacity auctions through 2020, would 
yield direct and indirect savings of almost $5.57 billion for customers in avoided energy 
expenditures and reduced wholesale energy and capacity2 prices. These savings assume a $2.7 
billion investment in energy efficiency programs by Ohio’s four investor-owned utilities. 

Wholesale energy cost savings (2010-2020) 
     (i.e., reduced customer expenditures on electricity)   $3.37 billion 

Wholesale energy price mitigation savings   
     (i.e., the effect of reduced load)     $880 million 

Wholesale capacity price mitigation savings  
     (i.e., the effect of bidding energy efficiency into capacity auctions) $1.32 billion
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Foregone wholesale capacity price mitigation savings 
     (i.e., lost savings due to FirstEnergy not bidding energy efficiency  
     resources into 2015/2016 regional capacity auction)   ($500 million) 

Total Savings        $5.57 billion 

                                                           
1
 Ohio’s Energy Efficiency Resource Standard: Impacts on the Ohio Wholesale Electricity Market and Benefits to the State, April 2013 

2
 “Capacity” is part of a customer’s electricity generation rate (along with the cost of the energy itself) and is associated with 

the costs an electric utility incurs to have enough power to meeting demand in its service territory. 
3
 These projected savings reflect conservative estimates for 4 capacity auctions to be held from 2017/2018 through 2020/2021. 
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Eliminating the Standards would turn these projected savings into anti-competitive costs and 
increase customers’ exposure to less stable and less predictable market pricing. Such a 
scenario is of grave concern to manufacturers for whom stable, predictable energy pricing is as 
important as affordable pricing. 
 
Five compelling reasons to continue Ohio’s current energy efficiency policy and program 

1. Energy efficiency is the lowest-cost resource for utilities to meet the demand for 
electricity, even during a period of abundant shale gas and low natural gas prices – and 
thus remains economically justifiable. 

2. Investments in energy efficiency allow utilities to defer costly investments in new 
generation resources and transmission and distribution infrastructure – helping to keep 
costs low for all utility customers, whether they participate in the energy efficiency 
program or not.  

3. Energy efficiency contributes to the optimal functioning of the wholesale capacity 
markets by putting downward pressure on the cost of electricity for all customers. 
Capacity costs, which affect the cost of electricity, are set to dramatically increase in 
northern Ohio in 2015 due to the planned retirement of several coal-fired plants in the 
region. Energy efficiency that is bid into regional capacity auctions reduces the risk (and 
potential negative impact) of unexpected capacity constraint and suppresses capacity 
price. This benefit is even more important if there is any delay in planned new generation 
or transmission projects. 

4. Energy efficiency reduces financial risk to utilities, investors and customers by 
diversifying the utility’s portfolio of energy resources. Energy efficiency can be deployed 
much more quickly than new capacity can be constructed, and it generates savings 
perpetually over the life of the installed measures. Supply-side resources, on the other 
hand, are capital intensive, cannot be deployed as quickly and do not generate electricity 
100 percent of their operating lives – all of which increases financial risk to utilities and 
their customers. 

5. For a given level of investment, energy efficiency creates more jobs than new 
generation. According to ACEEE, a $1 million investment in energy efficiency labor 
intensive industries, such as manufacturing and construction, creates on average 14 and 
20 jobs, respectively; in contrast, a $1 million investment in energy generation supports 
about 10 jobs.  

 
Additional benefits of energy efficiency for manufacturers, who drive almost 17 percent 
of Ohio GDP 

1. A potential income source from selling energy efficiency to utilities to help them meet 
their energy savings goals  

2. Co-benefits equal to 3 to 5 five times the direct energy savings, such as improved 
worker safety, improved plant reliability, improved product quality and reduced 
maintenance costs  

3. Increased global demand for Ohio-manufactured products that are energy efficient, such 
as insulation, heating and cooling equipment, variable frequency drives, etc., because a 
greater portion of dollars invested in energy efficiency, as opposed to generation 
capacity, will remain in Ohio 
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4. Expanded access to an affordable and plentiful supply of natural gas to use as a 
feedstock, such as in combined heat and power applications, which are qualified 
resources for meeting the Standards 

 
Three proposed enhancements to Ohio’s existing energy efficiency program 

1. Industrial Self-Direct Option. Offering a “self direct” option to large customers would 
address concerns about (a) utility energy efficiency program offerings not being 
responsive to customer needs and (b) a customer’s energy efficiency rider paying for 
competitors’ improvements.  Participating customers would continue to pay the energy 
efficiency rider, but the majority of the payments (ACEEE suggests 90 percent) would 
be reserved for the customer to make energy efficiency investments in their own 
facilities. Any unused portion of the 90 percent would be pooled and offered to other 
customers on a competitive basis. The remaining portion (10 percent) would be used by 
the utility for administration of the program. 

2. Cap on Energy Efficiency Rider. Establishing a statutory cap on the amount a utility can 
charge for its energy efficiency rider would create additional certainty and eliminate 
volatility. 

3. Third-Party Administration. Engaging a third-party administrator for some or all of the 
state’s utility service territories could help address concerns about disparities in energy 
efficiency program design and costs among Ohio’s four investor-owned utilities. 

 
The bottom line 

Energy efficiency remains the least-cost strategy for constraining electricity costs. While natural 
gas prices have reached historic lows and an abundance of shale gas has been discovered, 
neither of these two phenomena preclude the need for investments in energy efficiency. For 
customers who participate in the energy efficiency program, as well as for those who do not, 
reduced energy expenditures lower their exposure to risk associated with volatile energy 
markets – and this ultimately enhances competitiveness and supports economic growth. For 
these reasons, Ohio’s energy efficiency program and Senate Bill 221’s Energy Efficiency 
Resource Standards should be retained and strengthened. 

 
#     #     # 

 

You can access the full report, Ohio’s Energy Efficiency Resource Standard: Impacts on the 
Ohio Wholesale Electricity Market and Benefits to the State, April 2013, at 
http://www.ohiomfg.com/communities/energy/OMA-ACEEE_Study_Ohio_Energy_Efficiency_Standard.pdf 

 

http://www.ohiomfg.com/communities/energy/OMA-ACEEE_Study_Ohio_Energy_Efficiency_Standard.pdf

