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The undersigned parties (collectively “Energy Efficiency Advocates”) commend the New 

York Public Service Commission (“PSC” or the “Commission”) and New York State Energy 

Research & Development Authority (NYSERDA) in proposing a rule that underscores the 

imperative for New York to develop a comprehensive energy efficiency program and achieve an 

ambitious energy efficiency target, and sets targets for investor-owned utilities (“IOUs”) so as to 

help achieve that goal. We appreciate, once again, the opportunity to share our views on actions 

that the PSC should take to expand the efforts of New York’s IOUs to encourage the delivery 

and procurement of energy efficiency services. Immediate action from the PSC is necessary to 

achieve the Cuomo Administration’s goal. Energy efficiency must be the cornerstone of the 

State’s Reforming the Energy Vision (“REV”) strategy to reduce carbon emissions, improve air 
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quality and public health, lower costs, and promote economic development and job creation. The 

Commission repeatedly has recognized the importance and central role of energy efficiency in its 

Orders in a variety of REV- related proceedings. We are now at a pivotal point in REV’s 

evolution that the PSC needs to translate this rhetorical endorsement of energy efficiency into 

specific, concrete policy actions that will support achievement of the Administration’s 2025 

statewide energy efficiency savings target. 

These comments recommend the following: 

1. Clear Targets: The PSC should adopt clear IOU-specific energy efficiency program 

targets that total, in aggregate, at least 86 TBtu of energy savings by 2025—

accompanied by interim annual targets to ensure the state stays on track. The PSC 

should also adopt clear, annual, IOU targets to achieve the 2025 goal of reducing 

electricity sales by 3 percent. These goals are achievable based on savings levels in 

other leading states and necessary in case expected savings from other programs do 

not materialize.  

2. Cost Recovery: The PSC should adopt guidance surrounding cost-recovery and 

performance incentives for IOU investments that spurs the energy efficiency market 

to reach these goals. Energy efficiency investments should be at least as attractive to 

utility shareholders as traditional T&D investments.      

3. Heat Pump Target is Key: The PSC and NYSERDA should move forward 

aggressively with a strategy to spur the market for clean heating and cooling 

solutions, in line with the recommendations given by the September 10 Vermont 

Energy Investment Corporation (“VEIC”) report, “Ramping Up Heat Pump Adoption 

in New York State: Targets and Programs to Accelerate Savings.”  
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In support of these recommendations, we attach our July 16, 2018 comments and the July 

16, 2018 joint letter of the Natural Resources Defense Council, Real Estate Board of New York 

and Building Owners and Managers Association on the Cuomo Administration’s “New 

Efficiency: New York” whitepaper, as well as VEIC’s heat pump report.  

I. Energy Efficiency Advocates endorse the Commission’s proposal to set clearly 

defined targets for each IOU and recommend that, in aggregate, those targets 

achieve at least 86 TBtu of cumulative annual savings by 2025. 

The PSC’s notice of proposed rulemaking states that the PSC is “considering increasing 

the scale of utility energy efficiency portfolio funding and targets” and is contemplating the 

adoption of specific IOU targets to reach a broader goal by 2025. We strongly endorse this 

approach. IOU-specific targets are necessary to spur the market to achieve the state’s energy 

efficiency goal. We offer several recommendations for adoption of these important targets: 

First, the PSC should articulate exactly what is to be included in the IOU targets. The 77 

TBtu target in the proposed rulemaking apparently includes savings from ETIPs and SEEPs (40 

TBtu); utility demos, NWAs and new EE programs (6 TBtu); and accelerated actions (31 TBtu). 

But it apparently does not include savings from the EEPS program (which are expected to be 20 

TBtu for the IOUs and NYSERDA). As shown below, since the state’s 2025 energy efficiency 

goal is articulated in terms of cumulative annual savings from 2015 through 2025, historic EEPS 

savings are included within the goal. Clarity is needed in the target to ensure that future IOU 

initiatives are appropriately ambitious.  
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Table 1. 2025 Cumulative Annual Savings Target Estimates by Initiative or Entity  

Initiative/Entity TBtu % of Total  

IOU 86 43% 

NYSERDA 64 32% 

Codes & Standards 19 10% 

LIPA 9 5% 

Lead by Example 8 4% 

NYPA 6 3% 

Benchmarking 3 2% 

WAP 3 2% 

Total 198 100% 

Note: the savings for the IOU and NYSERDA reflect an assumption by Synapse Energy Economics that IOUs were 

responsible for achieving 9 of 20 TBtu of the EEPS savings goal (with the remainder accounted for by NYSERDA. 

Synapse’s assumption reflects an estimate of the apportionment historical savings to date.    

We estimate that the EEPS savings from IOUs would be roughly 9 TBtu, assuming the 

same share portion of total electricity savings from 2017. We recommend that the IOU savings 

target include the savings from the EEPS program for consistency and completeness. In this case, 

the IOU target should be at least 86 TBtu, not 77, as indicated in the table below. If the PSC 

decides to adopt the 77 TBtu target, then it should clarify that this target does not include the 

EEPS savings. 

Second, the PSC should specify the efficiency savings targets for each IOU, so that the 

aggregate savings of all the utilities will reach at least the total IOU targets. These utility-specific 

targets are necessary to ensure that there is no ambiguity about each utility’s responsibility for 

achieving the state-wide savings target.   

The PSC should identify annual savings targets for each year between 2019 and 2025. 

These annual savings targets should “front-load” the efficiency savings towards the early years 

to ensure that the IOUs will be able to achieve the 2025 goal on time. These annual savings 

targets are necessary to indicate the importance of acting soon and to help develop annual energy 

efficiency program budgets that will be sufficient to meet the 2025 goals. We cannot stress 



 

6 
 

enough the importance of providing, as soon as possible, clear guidance to utilities regarding the 

energy efficiency targets they will be required to achieve in 2019.   

Table 2. Energy Efficiency Savings for IOUs by Initiative (Cumulative Annual Savings in TBtu) 

IOU Initiative 
Savings Goals 
Through 2025 

Sustained Actions 

EEPS (IOUs only)* 9 

ETIPs and SEEPs 40 

Utility Demos, NWA, and New EE programs 6 

Accelerated Actions Increased Utility EE Investment 31 

Total 86 
Source: New Efficiency: New York, Tables 3 and 4. *The EEPS savings for IOUs are estimated by allocating 45% of 

the total EEPS savings to the IOUs and the remaining 55% to NYSERDA, based upon historical saving shares. 

 

Energy Efficiency Advocates strongly support the annual utility energy savings target of 

3 percent by 2025. While some may consider this goal ambitious, utility program administrators 

in Rhode Island and Massachusetts are already achieving roughly 2.5 to 3% annual energy 

savings as a percent of annual sales. There is no evidence that New York’s investor-owned 

utilities could not achieve or even surpass similar savings targets, provided that the Commission 

provides greater clarity and certainty with regard both to revenue availability and long-term 

sustainable rate recovery. 

Outcome-oriented targets may also be appropriate. When combined with savings 

achieved in the LIPA/PSEG-LI service territory, they should total the statewide 185 TBtu by 

2025 (accounting for the fact that outcome-oriented targets reflect savings achieved through all 

strategies).  

As part of these targets, Energy Efficiency Advocates also strongly support dedicated 

funding for energy efficiency programs that focus on Low and Moderate Income (LMI) sector. 

Dedicated LMI funding should be larger than a 20 percent allocation of total new funding to 
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overcome the unique challenges that this sector faces and account for the large proportion of 

New Yorkers that qualify as LMI customers. 

As with the IOU savings target discussed above, it is important that the PSC clearly 

articulate exactly what this goal means. Does this goal include all the electric efficiency activities 

listed in Tables 3 and 4 of the White Paper, or does it include only the electric efficiency 

programs offered by the IOUs and NYSERDA? We strongly recommend that the 3 percent 

savings target apply to only the electric end-use efficiency programs offered by the IOUs and 

NYSERDA. This eliminates the ambiguity regarding who is responsible for achieving the 

targets. It also makes the targets consistent with the goals recently achieved by other leading 

states. Further, as with the IOU savings targets discussed above, the 3 percent savings target 

should be applied to each IOU separately, and each IOU should develop an annual percentage 

energy savings target to ensure that it will reach the 2025 goal. Finally, the utility-specific, 

annual percentage efficiency savings targets should be coordinated with the utility-specific, 

annual TBtu targets discussed above, to ensure that each utility coordinates its efforts across 

fuels and is on the right path to achieve both targets. 

II. The PSC should adopt guidance surrounding cost-recovery and performance 

incentives for IOU investments that spurs the energy efficiency market to reach 

these goals. 

Beyond adopting targets for each of the state’s IOUs, the PSC must ensure that utilities 

are able to make the investments necessary to expand the market for energy efficiency at the 

scale necessary to meet the state’s goal. It should do so by adopting general guidance governing 

utility budgets for energy efficiency, ensuring that they are sufficient in aggregate to achieve the 

state’s goal.  
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Financial treatment of energy efficiency programs in rate cases should ensure that energy 

efficiency investments are at least as attractive as transmission and distribution infrastructure 

investments. Based on our assessment to date, we support a structure that tracks the one agreed 

to in the most recent Con Ed rate case settlement, which provides a model that can drive the 

necessary ambitious year-over-year ramp up of cost-effective energy efficiency deployment, 

while still incorporating important EAM and REV elements.  

By allowing the utility to earn a return on investment in energy efficiency programs, 

amortize costs over a 10 year period, and providing for EAMs that reward shareholders for 

strong performance, the PSC secured commitments for a significant ramp up in energy efficiency 

achievement from Con Edison. Amortizing the costs of energy efficiency has the advantage of 

more closely matching customer benefits with costs (because efficiency programs yield savings 

over roughly at least a 10-year period), similar to the regulatory approach the Commission has 

adopted for transmission and distribution system investments. The results thus far have 

demonstrated significantly increased savings at low per kWh costs. In 2017, Con Edison reported 

297 GWh of savings, well above the 180 GWh of savings it reported in 2016 and the average of 

144 GWh for 2010-2016. At the same time, unit costs went down from $0.39/kWh in 2016 to 

roughly $0.30/kWh in 2017.  

In contrast, the cost recovery structure agreed to in the more recent National Grid and 

Central Hudson rate cases rely too heavily on EAMs for utility cost recovery, resulting in 

extremely limited “beyond-ETIP” energy efficiency program deployment. Without clear 

direction from the PSC regarding a path forward that appropriately compensates prudent 

investments in energy efficiency (and associated cost recovery), the state will struggle to ramp 

up at the necessary pace to meet the 2025 target. 
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Importantly, while shareholder incentives are a key component of a successful strategy, 

under current market conditions they cannot stand alone but rather must be paired with cost 

recovery or earnings rules that render efficiency investments at least as attractive as T&D 

investments. Furthermore, with continued progress on energy efficiency under the REV going 

forward, there is certainly the opportunity for the PSC to revisit the cost recovery structure to 

adapt as appropriate.   

Both private sector and utility investment is impeded by uncertainty. If utility energy 

efficiency investments are to meet the goals of “New Efficiency: New York” and attract critical 

additional private sector investment, greater clarity and financial certainty are necessary, 

especially with regard both to revenue availability and the State’s commitment to long-term 

sustainability beyond that provided by the annual or three-year cycle of utility rate cases. By 

establishing stable rules that apply beyond each rate case, the PSC will create a climate in which 

utilities can better plan their programs across a longer-term market horizon. And with greater 

confidence in utility program funding, private sector businesses will make greater investments in 

the New York market.  

Energy Efficiency Advocates support the goal of greater private sector investment in 

energy efficiency. But such investment should not be considered as an alternative, much less a 

substitute, for aggressive sustainable utility energy efficiency programs. Rather, the two go hand-

in-hand. Successful utility energy efficiency programs are critical to establish the investment 

climate and business opportunities necessary to attract additional private sector investment in 

energy efficiency. Moreover, experience in New York has demonstrated the challenges of 

relying solely upon private sector market transformation policies, which inherently take longer to 

effectively penetrate markets, as the primary mechanism to deliver increased investment in and 
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savings from. New York cannot afford to wait for these strategies and programs to mature if the 

State is to meet the savings targets on the scale and timeline envisioned in “New Efficiency: New 

York”. We need to make progress now to place us on a runway to success, which will also 

provide the time necessary for the rapidly emerging private sector strategies and funding 

mechanisms for energy efficiency to mature. Clear direction for the state’s IOUs will 

accelerate—not slow—that transition in the coming years.  

III. The PSC and NYSERDA should move forward aggressively with a strategy to 

spur the market for clean heating and cooling solutions, in line with the 

recommendations given by VEIC’s September 10 Report. 

Energy Efficiency Advocates are encouraged by New York’s commitment to advancing 

the market for clean heating and cooling solutions. As discussed in the attached VEIC report, 

“Ramping Up Heat Pump Adoption in New York State”, commissioned by NRDC, New York 

could achieve 30 TBtu of energy savings from heat pump installations by 2025. An aggressive 

but plausible scenario could allow for air-source heat pumps to be installed in two-thirds of New 

York households by 2030.  

As VEIC explains, PSC-regulated utilities have a critical role to play in delivering end-

use customer engagement and incentives. That will be most successful if done in a coordinated 

fashion, with NYSERDA helping to ensure that incentives are designed consistently. As part of 

its efficiency order, the Commission’s funding and target-setting framework should apply to 

clean heating and cooling solutions. Utility targets and shareholder incentives should be updated 

to factor in energy savings across all fuels. Near term next steps should include examining 

whether it makes sense to phase out programs that encourage conversion from non-regulated 

fuels to gas, in favor of programs that switch customers directly to clean electric and geothermal 

solutions.  
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IV. Conclusion  

We are encouraged by the PSC’s proposed rulemaking and recommend that the 

Commission quickly adopt a final rule that sets clear, utility-specific, annual IOU targets, and 

establishes a general funding framework to meet those targets. We look forward to working with 

the Department of Public Service, the PSC, NYSERDA, and other stakeholders to efficiently and 

effectively achieve the goals outlined in the whitepaper and request more clarity about the 

funding and implementation of the programs in a transparent and timely manner.  

 

Respectfully Submitted, 
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COMMENTS OF ENERGY EFFICIENCY ADVOCATES ON THE NEW YORK 

ENERGY EFFICIENCY INITIATIVE 

Thank you for the opportunity to provide input on the New Efficiency: New York 

publication (“the Whitepaper”), filed on April 26, 2018, which outlines numerous strategies for 

the State to achieve its recently announced energy efficiency goals. The undersigned parties 

(collectively “Energy Efficiency Advocates”) provide these comments to support the New York 

Public Service Commission (“PSC” or the “Commission”) and New York State Energy Research 

& Development Authority (NYSERDA) in enabling the State to reach the Whitepaper’s goals in 

a cost-effective, timely, and equitable manner. This filing is a follow-up to the comments of the 

Energy Efficiency Advocates that were filed on May 17, 2018.   

The need to invest in energy efficiency is more critical than ever, especially as New York 

and the nation confront the impacts of climate change. Energy efficiency should be the 

cornerstone of the State’s strategy to reduce carbon emissions. To date, an aggressive energy 

efficiency portfolio has been the missing piece in Reforming the Energy Vision (REV). We are 

encouraged, however, by the energy efficiency target announced by the State on April 20, 2018 

and included in the Whitepaper, and the signal it has sent regarding New York’s re-emergence as 

a national leader on energy efficiency. To fulfill that leadership role, the State must develop a 

comprehensive and ambitious framework that ensures that New York is successful in achieving 

its target.  

The State should provide clarity on the timeline for ramping up energy savings and 

clearly outline the funding mechanisms for the strategies outlined in the Whitepaper. The State 

should also set for a clear strategy for advancing heat pump adoption, ensure that the 



 
 

3 
 
 

benchmarking is implemented in mid and large sized buildings, enable market transformation in 

the affordable multifamily residential sector, work closely in partnership with local jurisdictions, 

and establish strong building codes and appliance standards. 
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I. The State should incorporate the lessons of New York’s previous energy 

efficiency experience to strengthen the role of energy efficiency in achieving 

REV’s goals.  

Since energy efficiency must be a cornerstone of the State’s REV strategy to reduce  

carbon emissions, lower costs, and promote economic development, we agree that the State 

needs to leverage public and utility energy efficiency spending into greater private sector 

investment in energy efficiency. In crafting efficiency policies and programs to achieve this 

objective, New York is not starting from a blank slate. The State has years of experience in 

developing, regulating and operating energy efficiency programs. It has garnered, most recently 

through implementation of the Energy Efficiency Portfolio Standard (EEPS), important 

experience and knowledge regarding what works and what does not. These lessons should be 

incorporated into the New Efficiency: New York initiative.  

 Under EEPS, two of the most significant barriers to aggressive energy efficiency 

investments were the requirements that utility and NYSERDA efficiency expenditures be limited 

to efforts to reduce only electric and natural gas usage and that individual efficiency measures 

had to pass a stringent “total resource cost” test. The combination of these restrictions meant that 

substantial energy savings were left on the table. 

 Under the Reforming the Energy Vision (REV) framework, the Commission has acted to 

eliminate these barriers. We applaud the Commission’s decision to adopt an approach to energy 

efficiency investment that leverages savings from all fuels, and its decision to adopt a new 

benefit cost test—one that incorporates societal costs and benefits—to evaluate all utility 

investments, including energy efficiency. These policies are reflected in the New Efficiency: New 

York initiative. We encourage further refinements to New York’s cost effectiveness testing of 



 
 

5 
 
 

energy efficiency approaches and suggest that they be informed by the National Efficiency 

Screening Project’s National Standard Practice Manual.1 

 While the Commission has acted to correct some of the major program design flaws that 

severely handicapped EEPS’ effectiveness, we believe that it is equally important that the 

Commission incorporate in New Efficiency: New York those program elements in EEPS that 

were critical to EEPS’ successes, namely revenue certainty and long-term program stability. 

Utility energy efficiency efforts are vital to the success of New Efficiency: New York’s 

strategic vision and program implementation strategy. Utility efficiency programs are essential 

platforms for attracting and leveraging greater private sector investment in energy efficiency. 

But, private sector investment is impeded by uncertainty. If utility energy efficiency investments 

are to achieve the ambitious goals of New Efficiency: New York and attract critical additional 

private sector investment, greater certainty and clarity will be necessary with regard both to 

revenue availability and the State’s commitment to long-term sustainability beyond that provided 

by the annual or three-year cycle of utility rate cases. This level of guidance is currently not 

specified in the Whitepaper and should be further clarified. 

II. The State should provide clarity on the timeline for ramping up energy savings 

through 2025. 

To achieve the State’s target in a timely manner, the PSC should provide information 

about the savings rates that utilities will be required to meet each year to achieve 3 percent 

savings by 2025. 

                                                           
1 See the National Standard Practice Manual available at: 

https://nationalefficiencyscreening.org/national-standard-practice-manual/ 
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Figure 1: Projection of Annual Incremental and Cumulative Electricity Savings for New York 2  

Since they comprise such a significant portion of the cumulative savings, without action 

by utilities starting in 2019, it will be very difficult to achieve the State’s targets. As highlighted 

by Figure 2, without immediate action, the gap between historical levels of savings and the 

amount of savings needed to achieve the 2025 target will grow in magnitude each year.  

                                                           
2 See Synapse Energy Economics, Inc., “Current Energy Efficiency Efforts in New York 

Relative to Governor Cuomo’s Goals” (July 2018) (“Synapse Analysis, July 2018”). This 

analysis is filed as an appendix to these comments.  
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Figure 2: Investor owned utility cumulative savings and targets compared to the Governor’s 

goal 3 

The Commission should provide clarity and guidance to utilities on what will be needed 

to achieve higher energy efficiency targets starting in January 2019. The PSC should issue a “no-

regrets” order as soon as possible to indicate that utilities should ramp up annual energy 

efficiency targets at a similar pace demonstrated by leading utilities in other states. Given the 

significantly higher level of savings that will be necessary to achieve the Governor’s goal, the 

State can confidently ramp up savings as fast as possible knowing that progress will ease the 

difficulty of further ramp ups in later years (regardless of what exact level of savings is necessary 

in those years). Such a policy would also be “no regrets” in the sense that it would guarantee 

                                                           
 Synapse Analysis, July 2018 
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higher savings in 2019, avoiding the passage of another year without significant savings 

increases, which could imperil achievement of the Governor’s goal. Such a directive would 

provide the guidance needed to set utilities along a glide path to achieve New York’s target of 

3% of annual sales by 2025.4 For example, program administrators in Massachusetts and Rhode 

Island are currently reaching roughly 2.5 to 3 percent savings as a percent of annual sales. In 

Massachusetts, these savings provided total statewide net benefits of $2.6 billion in 2015.5 

Figure 3 shows the savings trajectory of National Grid in Massachusetts from 2010 to 

2015. This trajectory serves as an example of how utilities in New York can ramp up savings 

gradually to achieve 3 percent annual savings. National Grid should achieve similar savings in 

New York. 

                                                           
4 Synapse Analysis, July 2018.The total 2025 cumulative electricity and fuel savings target for 

the IOUs is 89 TBtu, which is 45 percent of the total state target.. 
5 Synapse Energy Economics, Aiming Higher: Realizing the Full Potential of Cost-Effective 

Energy Efficiency in New York, prepared for Natural Resources Defense Council, E4TheFuture, 

CLEAResult, Lime Energy, Association for Energy Affordability, and Alliance for Clean Energy 

New York, April 2016, available at http://www.synapse-energy.com/sites/default/files/Aiming-

Higher-NY-CES-White-paper-15-056.pdf Higher-NY-CES-White-paper-15-056.pdf. 
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Figure 3: National Grid Massachusetts Energy Efficiency Targets 2010-20156 

Several pathways are possible to ensure that, starting in 2019, utilities will begin to ramp 

up their annual energy savings. Figure 4 provides one potential pathway towards achieving such 

savings to achieve the State’s goals.  

                                                           
6 Ibid. 
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Figure 4: A possible trajectory for annual savings required to meet the Governor’s goal7 

III. The PSC should ensure cost recovery for utility energy efficiency programs so 

that utilities are able to pursue sufficient levels of efficiency to achieve the State’s 

targets and as a foundation for performance-based incentives and market 

mechanisms.  

The PSC should provide clarity about how utility energy efficiency programs will be 

funded. To effectively stimulate the energy efficiency market, utilities should expect to recover 

                                                           
7 Synapse Analysis, July 2018. The graph assumes a gradual increase in annual incremental 

savings over time from 2018, with an annual growth rate of 14 percent. The 2018 savings are 

assumed to be equal to the historical savings in 2017. The blue bars show the historical annual 

impacts from the electric and gas IOU programs implemented from 2015 through 2017, 

assuming these programs are not continued past 2017. The light orange bars show the energy 

efficiency targets recently approved by the Commission in a recent ETIP case and rate cases. The 

solid orange bars show the annual difference between the historical savings and the savings 

needed to reach the State’s goal, assuming a gradual increase in annual savings.  
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costs for efficiency investments, such that they are at least as attractive as other investments for 

which utilities are able to recover costs and earn a return, such as transmission and distribution 

infrastructure. To ensure energy efficiency cost recovery, utilities must be able to recover any 

lost revenues from energy efficiency savings, recover the cost of program implementation, and 

earn a financial incentive based on performance. In addition to decoupling, well-designed 

performance incentives help to ensure that utilities design programs as effectively as possible to 

maximize savings for each dollar spent.  

New York’s proposed Earning Adjusted Mechanisms (EAMs) offer an opportunity for 

utilities to earn an incentive based on progress made toward achieving efficiency targets set in 

rate cases. While EAMs can be used to incentivize higher levels of savings, they cannot, 

however, serve as a substitute for ensuring that utilities can recover costs associated with 

implementing energy efficiency programs and also achieve a return on investment for such 

programs.  

IV. Adopting a centralized structure that provides a third-party assessment of 

progress in meeting goals can help to coordinate communication between state 

agencies, utilities, and other stakeholders.  

Several leading states have administered energy efficiency programs through a 

centralized state-level planning framework. New York should use a similar approach to provide 

consistency, greater long-term regulatory certainty, and closer scrutiny and better input on utility 

approaches to catalyzing the efficiency market.  
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For example, the Connecticut Energy Efficiency Board, made up of 15 stakeholders 

evaluates and assists the utilities in developing cost effective energy efficiency programs.8 

Vermont Public Utility Commission uses a Demand Resources Plan (DRP) through an 18-month 

process. This sets monetary performance incentives, performance targets, and budgets for each 

of the state’s three energy efficiency utilities. The DRP forecasts budgets and savings for a 20-

year period so that utilities can develop long term plans. Rhode Island’s energy efficiency 

programs are overseen and evaluated by the Energy Efficiency Resource Management Council 

that works closely with National Grid and other stakeholders to develop energy efficiency plans.9 

The Energy Efficiency Advisory Council coordinates and provides guidance to Massachusetts 

utilities in preparing a statewide efficiency plan as well as individual efficiency plans.10 As of 

2016, Massachusetts, Rhode Island, Vermont, and Connecticut ranked, first, second, third, and 

sixth respectively according the American Council for an Energy-Efficient Economy.11  

This centralized approach yielded significant savings to leading states. For instance, In 

Connecticut, the total spending and budget for energy efficiency programs (excluding municipal 

power companies) in 2015 was $181,928,62712 and 435.8 million kWh were saved.13 According 

to Energize CT, “every $1 invested in energy efficiency generates $2.80 in energy system 

                                                           
8 See Energize Connecticut available at  https://www.energizect.com/connecticut-energy-

efficiency-board. 
9 See State of Rhode Island Energy Efficiency & Resource Management Council available at: 

https://rieermc.ri.gov/. 
10 See: Massachusetts Energy Efficiency Advisory Council available at: http://ma-eeac.org/. 
11 See American Council for an Energy-Efficient Economy, 2017 State Energy Efficiency 

Scorecard (September 2017) at  29. 
12 See Energy Efficiency Board 2015 Programs and Operations Report (March 2016), at 19 

available at https://www.energizect.com/sites/default/files/Final-ALR-2015-Full-030316.pdf 
13 Ibid, at 25 
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benefits.”14 According to the Vermont Public Service Board “investments made by EVT in 2015 

are projected to save Vermont a net present value of $89,700,000 over the 12-year average 

lifetime of the investments.15 The Rhode Island Energy Efficiency Program generated $2.3 

billion in economic benefits since 2008 and 1.3 million MWh in electricity savings.16 According 

to the State of Rhode Island’s Energy Efficiency and Resource Management Council, “In total, 

the effects of energy efficiency over the last decade account for approximately 20% of Rhode 

Island’s electricity needs. Without these cost-effective investments, which averaged less than 4 

cents per kilowatt-hour saved, Rhode Islanders would be paying more than twice that amount to 

procure approximately 20% more electricity.”17  

As discussed earlier, under the Energy Efficiency Portfolio Standard (EEPS), a 

centralized program was set in place in New York to guarantee a rate of return for utilities. For 

example, in the late 1990s and early 2000s, the System Benefit Charge Advisory group consisted 

of 24 individuals representing varied interests including utilities, business and environmental 

groups, energy service companies, community organizations, professional and trade 

organizations, government, and national energy efficiency and energy research and development 

organizations. This group, administered by NYSERDA, functioned as an independent system 

                                                           
14 Ibid, at 1 
15 See Report on 2015 Energy Efficiency Utility Program Revenues and Expenditures Pursuant 

to 30 V.S.A. § 209(d)(3)(A) (Jan 2017), at 4. available at 

http://puc.vermont.gov/sites/psbnew/files/doc_library/EEUReportToLegislature2015%28Jan201

7%29.pdf Page 4 
16 See State of Rhode Island Energy Efficiency & Resource Management Council (May 2017) 

Available at: https://rieermc.ri.gov/2017-eermc-annual-report/ 
17 See State of Rhode Island Energy Efficiency & Resource Management Council (May 2017) 

Available at: https://rieermc.ri.gov/2017-eermc-annual-report/ 
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benefits charge program evaluator.18 Costs were recovered through a service charge and 

incorporated into the utility’s rate base. While there were issues with aligning incentives, and 

allocating funds effectively into utility and NYSERDA programs, the centralized structure of 

EEPS was a positive aspect of the program that can serve as a good starting point for future 

improvements.  

 It is important to balance a centralized planning approach with allowing utilities the 

freedom to innovate with energy efficiency programs that meet their unique needs. The 

Commission should resist the temptation to micromanage the utilities’ energy efficiency 

programs. This approach greatly hampered energy efficiency under EEPS and it would have the 

same negative effect on the State’s new efficiency initiative. For example, a centralized planning 

board could provide high level analysis and oversight to a group of utilities (similar to that 

provided by the groups described in leading states) without micromanaging every aspect of 

utility programs. 

 During the recent Technical Conferences on the New Efficiency: New York initiative, 

numerous Commission and NYSERDA speakers emphasized the importance of innovation in 

utility energy efficiency programs. We entirely agree, as innovation will be a key strategy for 

both achieving the savings targets proposed in New Efficiency: New York and in spurring the 

development of private sector ventures to invest more broadly in energy efficiency. Regulatory 

micromanagement of utility efficiency programs most assuredly will thwart innovation and 

complicate efforts to achieve greater energy efficiency savings.  

                                                           
18 See Systems Benefits Charge available at: 

http://www3.dps.ny.gov/W/PSCWeb.nsf/All/58290EDB9AE5A89085257687006F38D1?OpenD

ocument 
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 Utilities should have the flexibility to develop efficiency programs that reflect the unique 

characteristics of their systems and the diverse nature of their customer base. For example, 

Consolidated Edison (“Con Edison”) is already demonstrating robust progress in achieving 

significant energy savings through the adoption of new approaches and expanded programs that 

reflect the specific needs and characteristics of its customer base. The Commission should 

encourage such creativity, recognizing that “one size will not fit all” in the development and 

implementation of utility efficiency programs. There is strength in diversity, which will spur 

innovation, especially when linked closely to performance.  

The Commission should focus its efforts on establishing the regulatory framework that 

will encourage the greatest possible investment in energy efficiency by providing sufficient 

oversight that will facilitate input from various actors on designing consistent market platforms 

without dictating every last detail of utility programs. This would include, in addition to the 

establishment of the State’s aggressive energy efficiency savings targets: (1) the adoption of 

clear timelines for ramping up these savings; (2) a mechanism to ensure cost recovery for utility 

efficiency programs; and, (3) the adoption of performance standards to achieve the objectives 

outlined in New Efficiency: New York. Striking this balance will enable the State to enjoy the 

benefits of a central framework that would allow for better analysis and justification for targets 

and enhanced focus, consistency, and sharing of best practices while giving utilities the 

flexibility to develop and implement innovative programs.  

V. The PSC should set forth a strong target and clear strategy for advancing heat 

pump adoption. 

The Whitepaper recommends developing a multi-year market strategy for the deployment 

of heat pumps, beyond NYSERDA’s temporary incentive programs, based on the principles of 
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driving long-term cost reduction through utility engagement strategies including non-pipe and 

non-wires alternatives.19 In addition to these strategies, the State should create an incentive and 

funding structure that ensures that electric and gas utilities can invest in heat pumps where doing 

so achieves cost-effective savings. A strong target that clearly defines a trajectory for heat pump 

adoption (and the program designs for gas and electric utilities and NYSERDA) will be essential 

to meeting the energy efficiency goals set by the Governor. This target should be incorporated 

into both utility budgets and the design of performance incentives such that utilities are 

appropriately rewarded for cost-effective investments to advance the heat pump market. A strong 

heat pump target will help spur emissions reductions across all fuels and reduce on-site use of 

fuel oil and gas.  

While NYSERDA and several utilities have programs in place to address heat pumps, a 

strong target will be needed to coordinate and optimize these efforts. A strong target will 

mobilize the commitment of sufficient resources to enable the market transformation that will be 

needed to achieve these targets at scale. Currently NYSERDA has programs which include $15 

                                                           
19 There is huge potential for growth in heat pump adoption. According to NYSERDA, while the 

technical potential for savings through renewable heating and cooling technologies is 700 TBtu 

(70 percent of the total statewide HVAC load), as of 2017, heat pumps only contributed 41 TBtu 

of savings through more efficient heating and cooling. NYSERDA identified the cost-effective 

resource potential for Air Source Heat Pumps (“ASHPs”) alone to be 39 TBtu.  

See Renewable Heating and Cooling Policy Framework Presentation Available at: 

http://www3.dps.ny.gov/W/PSCWeb.nsf/96f0fec0b45a3c6485257688006a701a/56c58a580d2cf2

e185257fd4006b90ce/$FILE/NYSERDA%20-%2002-08-

17%20Geothermal%20Tech%20Conference.pdf. 
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million available for rebates for the installation of Ground Source Heat Pumps and up to $10.95 

million in incentives for ASHPs.20  

 The PSC’s “Track Two Order” required each electric utility to file an EAM with metrics 

and targets, but in practice EAMs have thus far only been proposed and adopted through 

individual utility rate cases.21 While some utilities have EAMs that incentivize heat pumps, there 

is no central analytical structure that ensures that utilities can realize maximum cost-effective 

potential. The State should define a high-level target and define consistent EAMs that incentivize 

savings. This could be effectively implemented either through heat-pump specific EAMs, or 

better yet, through more flexible EAMs that take heat pump potential into account.22  

In addition to setting and achieving ETIPs and gas side EAMs, some utilities are 

proposing programs that further increase gas energy efficiency. Notably, Con Edison has 

proposed measures to increase energy efficiency in its Smart Solutions for Natural Gas 

Customers Program, which include doubling of the Company’s existing gas energy efficiency 

                                                           
20See NYSERDA Heat Pump Programs, available at:  https://www.nyserda.ny.gov/All-

Programs/Programs/Ground-Source-Heat-Pump-Rebate and https://www.nyserda.ny.gov/All-

Programs/Programs/Air-Source-Heat-Pump-Program. 
21 See Case 14-M-0101 Order Adopting a Ratemaking and Utility Revenue Model Policy 

Framework (May 2016) available at: 

http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7BD6EC8F0B-6141-

4A82-A857-B79CF0A71BF0%7D 
22Different utilities have used different EAMs; common approaches have included System 

Efficiency, Energy Efficiency (including both “outcome-oriented” measures, tied to total load; 

and program-specific EAMs tracking savings attributable to utility programs), Interconnection, 

DER Utilization, and Carbon Reduction. The heat pumps MWh calculations follow the 

procedures established in the New York Standard Approach for Estimating Energy Savings from 

Energy Efficiency Programs.  See New York Standard Approach for Estimating Energy Savings 

from Energy Efficiency Programs, New York State Department of Public Service 

https://www3.dps.ny.gov/W/PSCWeb.nsf/ca7cd46b41e6d01f0525685800545955/06f2fee55575b

d8a852576e4006f9af7/$FILE/TRM%20Version%202%20December%2010,%202014.pdf 
 

https://www3.dps.ny.gov/W/PSCWeb.nsf/ca7cd46b41e6d01f0525685800545955/06f2fee55575bd8a852576e4006f9af7/$FILE/TRM%20Version%202%20December%2010,%202014.pdf
https://www3.dps.ny.gov/W/PSCWeb.nsf/ca7cd46b41e6d01f0525685800545955/06f2fee55575bd8a852576e4006f9af7/$FILE/TRM%20Version%202%20December%2010,%202014.pdf
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gas savings target.23 NRDC plans to file a study that estimates the various targets and general 

program design recommendations. Approaches like this should be further explored and 

expanded, and the Energy Efficiency Advocates look forward to continuing to engage on this 

topic. 

VI. The State should ensure that it is taking strong, effective steps to further the 

implementation of building energy benchmarking for mid- and large-sized 

buildings.  

As the State recognizes in the Whitepaper, building energy benchmarking is a critical tool 

for scaling up energy efficiency in New York’s buildings. As such, we recommend that the State 

take strong, effective steps to ensure that buildings are utilizing this practice.  

At its simplest, benchmarking is the process of determining the total energy usage in a 

building using metrics (such as energy use per square foot) and obtaining a score that shows how 

that usage compares to other buildings of a similar size and type. The value of energy 

benchmarking is widely documented and validated, and it is a high value and low-cost 

intervention. As the foundation of effective building energy management, benchmarking 

increases the adoption of efficiency investments and results in benefits for key stakeholders.24  It 

                                                           
23 Case 17-G-0606 – Petition of Consolidated Edison Company of New York, Inc. for Approval 

of the Smart Solutions for Natural Gas Customers Program. The PSC approved this proposal in 

part, with modification. See Case 17-G-0606 – Order Approving in Part, with Modification, and 

Denying in Part Smart Solutions Program (July 2018) available at: 

http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId={DD7A45AB-9B98-

4EF7-898A-268F4162CDAB} 
24 There are many resources demonstrating how benchmarking and utility delivery of whole 

building data facilitates the adoption of efficiency measures. See “The Benefits of 

Benchmarking,” Institute for Market Transformation (December 2015)(available at 

http://www.imt.org/uploads/resources/files/PCC_Benefits_of_Benchmarking.pdf). In addition, 

the Data Access and Transparency Alliance, organized by IMT, the Building Owners and 

Managers Association (BOMA) International, the Real Estate Roundtable, the U.S. Green 
 

http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7bDD7A45AB-9B98-4EF7-898A-268F4162CDAB%7d
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7bDD7A45AB-9B98-4EF7-898A-268F4162CDAB%7d
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increases demand for energy efficiency programs and provides utilities with useful information 

to prioritize program design and identify and engage potential program participants. It also 

provides building owners with an energy performance baseline, helps them to target their 

efficiency investments, and allows them to verify savings. In addition, benchmarking provides 

valuable information to decisionmakers to help shape building efficiency policies and enables 

building performance to be a factor in the marketplace. Finally, benchmarking supports the 

objectives of the Reforming the Energy Vision (REV) initiative, as it empowers customers with 

access to usage data, supporting “enhanced customer knowledge and tools for effective total 

energy bill management”,25 catalyzes efficiency improvements to reduce carbon emissions, and 

helps to achieve market transformation.  

Across the country, benchmarking is an increasingly prevalent policy mandate and 

energy management tool. In addition to being used by many building owners (when the 

information is available), it is required by ordinance or statute in at least 26 cities and 2 states.26 

                                                           

Building Council, NRDC and Enterprise Community Partners, works to improve access to 

building energy data to support benchmarking across the country and has published a Utilities’ 

Guide to Data Access (available at http://www.imt.org/news/the-current/new-utilities-guide-to-

data-access). The State and Local Energy Efficiency Action Network also has A Utility 

Regulator’s Guide to Data Access for Commercial Building Energy Performance Benchmarking 

(available at https://www4.eere.energy.gov/seeaction/publication/utility-regulators-guide-data-

access-commercial-building-energy-performance-benchmarking). Resources addressing the 

benefit to utilities from benchmarking programs include Creating Value from Benchmarking: A 

Utility Perspective (available at 

http://www.imt.org/uploads/resources/files/Creating_Value_From_Benchmarking_IMT.pdf) and 

the Consortium for Building Energy Innovation’s discussion regarding targeting utility efficiency 

programs using benchmarking data (http://cbei.psu.edu/testing-new-utility-driven-retrofit-

programs/). DOE’s Energy Data Accelerator has many additional resources, as well 

(https://www1.eere.energy.gov/buildings/betterbuildings/accelerators/energy.html).  
25 See Case 14-M-0101, Proceeding on Motion of the Commission in Regard to Reforming the 

Energy Vision, “Order Instituting Proceeding”, April 25, 2014, p. 2.    
26 Based on Building Rating.org (available at https://www.buildingrating.org/jurisdictions)   
 

https://www.buildingrating.org/jurisdictions
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Note that there are many additional jurisdictions that require government buildings to be 

benchmarked as well. For example, under Governor Cuomo's 2012 Executive Order 88 (EO88), 

state-owned and managed buildings over 20,000 square feet are required to benchmark. New 

York City is a national leader, with a local law requiring benchmarking of buildings over 25,000 

square feet.27 Properties in New York City reporting in all years from 2011 to 2013 – covering 

over 650 million square feet – showed significant performance improvements, with Total Source 

Energy Use dropping by 6 percent over two years.28 A 2016 study by the Massachusetts Institute 

of Technology also estimated that benchmarking contributed to a decrease in energy 

consumption by 14 percent four years after the policy took place.29   

Recommendation 6.5 in the Whitepaper, “Advance Benchmarking, Disclosure and 

Labeling”, incorporates various actions that will promote benchmarking in New York’s 

buildings, and we strongly support moving forward with them. A few of these actions, however, 

should go further to facilitate benchmarking to the greatest extent possible:  

- Recommendation 6.5 includes an action to, “[c]onsider advancing a legislative 

proposal for annual benchmarking and disclosure of private buildings’ energy 

performance data for buildings greater than 50,000 square feet.” We believe that such 

                                                           
27 See NYC Benchmarking Law Frequently Asked Questions (available at: 

http://www.nyc.gov/html/gbee/downloads/pdf/NYC%20Benchmarking%20Law%20One%20Pa

ger_final.pdf) 
28 Calculations based on publicly available data from NYC Open Data (available at 

http://www.nyc.gov/html/gbee/html/plan/ll84_scores.shtml). The results in New York are in line 

with results from evaluations of benchmarking with EPA’s Energy Star Portfolio Manager, 

which showed a 7% reduction in energy use from 2008 to 2011 in a study of over 35,000 

benchmarked buildings. See “Benchmarking and Energy Savings,” (available at 

https://www.energystar.gov/sites/default/files/buildings/tools/DataTrends_Savings_20121002.pd

f).  
29 Meng, T., Hsu, D., & Han, A. (2016). Measuring Energy Savings from Benchmarking Policies 

in New York City. ACEEE Summer Study on Energy Efficiency in Buildings 2016. 
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state legislation should apply to private buildings over 25,000 square feet, similar to 

the New York City statute and in keeping with other jurisdictions across the country, 

including Atlanta, Denver, Salt Lake City, and Denver which all use 25,000 square 

feet as their bottom threshold and Austin, Seattle, Portland, OR and Portland, ME, 

which have lower thresholds, ranging from 10,000 to 20,000 square feet.30 There is 

already substantial experience in New York (and with New York utilities, Con Edison 

and National Grid) to benchmark buildings, given the many years that benchmarking 

has been required in New York City. In addition, the process, which is already fairly 

simple through the inputting of information into EPA Portfolio Manager, will become 

even more straightforward for building owners with the adoption of the 4/50 privacy 

standard for the provision of whole-building aggregated data by utilities (which 

would be even easier with the implementation of automatic uploading of whole 

building aggregated data by utilities).31 Furthermore, for such legislation to be as 

meaningful and helpful to achieve the State’s energy efficiency target – and as 

beneficial to as many building owners as possible – it should apply to mid-sized 

(buildings above 25,000 square feet) in addition to large-sized buildings, particularly 

since most jurisdictions in New York outside of New York City are home to just a 

small number of buildings above 50,000 square feet, (excluding government 

buildings that are already subject to the State’s EO88 benchmarking requirements). 

                                                           
30 Based on Building Rating.org (available at https://www.buildingrating.org/jurisdictions). Note 

that some of these jurisdictions phased in compliance by starting with larger buildings and 

decreasing the threshold in one or two steps over the course of one to three years.      
31 PSC Cases 16-M-0411, In the Matter of Distributed System Implementation Plans and 14-M-

0101, Proceeding on Motion of the Commission in Regard to Reforming the Energy Vision, 

Order Adopting Whole Building Energy Data Aggregation Standard, Issued April 20, 2018. 

https://www.buildingrating.org/jurisdictions
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- The Whitepaper recommends that, “NYSERDA, potentially with utilities, shall study 

small building energy disclosure strategies/policies, including disclosure upon 

sale/lease, and test strategies with localities and/or portfolios.” As mentioned in the 

Whitepaper, though New York State has a Truth in Heating Law (the “Law”), “it is 

widely underused, and therefore, not effective in driving energy efficiency.”32 

Though the Law has a laudable goal - to encourage energy efficiency through the 

provision to prospective buyers and tenants of heating and cooling expenses that 

would allow them to more accurately estimate their energy costs - the Law is in need 

of an update to reflect the existing reality and to better help achieve our state’s clean 

energy and climate goals. It currently has fairly narrow parameters and most New 

Yorkers are unaware of its existence, which is particularly problematic in that limited 

energy information is only required to be furnished, pursuant to the Law, upon 

request. In addition to expanding the applicability of the Law to larger buildings, it is 

important to ensure that energy use information is provided to all prospective 

purchasers/lessees in an accessible format and at a time in the process that is early 

enough to make an impact. 

- The Whitepaper states that, “[t]he utilities and NYSERDA should pursue 

opportunities to support benchmarking in large buildings.” To that end, the utilities 

should implement automatic uploading of aggregated whole building data, as Con 

Edison and National Grid have done.33  In addition, NYSERDA could facilitate the 

                                                           
32 See NYSERDA New Efficiency: New York (April 2018).  
33 See User Guide to the Con Edison Portal for NYC Benchmarking & EPA’s Portfolio Manager 

(June 2018) Available at: https://www.coned.com/-/media/files/coned/documents/for-
 

https://www.coned.com/-/media/files/coned/documents/for-commercial-industries/con-ed-nyc-benchmarking-user-guide.pdf?la=en
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benchmarking process through: (i) the creation of a centralized benchmarking 

database; (ii) the availability of information about benchmarking on its website; (iii) 

the creation of compliance materials, including a compliance guide to walk 

owners/property managers through the compliance process, including procedures to 

access energy bills and whole-building data from utilities (if available), a short 

compliance checklist and high-level overview that visually lays out the entire process 

in one or two  pages, and a Q&A document/fact sheet; (iv) the provision of training 

and education, including centralized online information and training templates, as 

well as live training sessions, perhaps conducted regionally through the Regional 

Coordinators that have been conducting outreach in NYSERDA’s Clean Energy 

Communities program; and, (v) the establishment of a centralized Benchmarking 

Help Center/Hotline. 

- In addition, New York could facilitate benchmarking and build support for energy 

efficiency and related clean energy programs through the development and 

implementation of a voluntary building energy reduction challenge, using building 

energy benchmarking as a means to assess progress, along the lines of some of the 

other carbon and energy challenges that have been adopted across the country. Such a 

program would promote benchmarking in buildings across the state, including those 

that are not required to do so pursuant to the legislation under consideration, and 

would also help educate and engage building owners and managers about the benefits 

                                                           

commercial-industries/con-ed-nyc-benchmarking-user-guide.pdf?la=en and National Grid 

Upstate EPA Portfolio Manager page, available at: https://www.nationalgridus.com/Upstate-NY-

Home/Landlords-Property-Managers/EPA-Portfolio-Manager  

https://www.coned.com/-/media/files/coned/documents/for-commercial-industries/con-ed-nyc-benchmarking-user-guide.pdf?la=en
https://www.nationalgridus.com/Upstate-NY-Home/Landlords-Property-Managers/EPA-Portfolio-Manager
https://www.nationalgridus.com/Upstate-NY-Home/Landlords-Property-Managers/EPA-Portfolio-Manager
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of benchmarking so that they view it as a useful tool to be used regularly, as has 

occurred in other jurisdictions with such voluntary challenges.  

- NYSERDA and the utilities should also work together to develop approaches to 

address significant barriers that still exist to scaling up building energy efficiency. 

The pursuit of energy savings should be made as easy as possible for building 

owners, reducing the cost and complexity of efficiency projects through, for example, 

the adoption of a streamlined process that: utilizes a single point-of-contact for 

owners; packages incentives, financing, tax credits, etc.; and, simplifies participant 

decision-making.  

VII. In addition to the State leading by example with respect to its own energy 

efficiency efforts, it should also assist local jurisdictions in adopting and 

implementing their energy efficiency goals and policies.  

We strongly support the goal of the State leading by example, as included in Section 10 of 

the Whitepaper. In addition to demonstrating how energy efficiency can be achieved and 

implementing bold and creative initiatives with respect to its own facilities, New York should 

also assist local jurisdictions in moving forward with effective and ambitious climate and clean 

energy policies. The State can do this by building upon its already successful programs, 

including NYSERDA’s Clean Energy Communities program and the New York Power 

Authority’s Five Cities Energy Master Planning process, that are helping to build clean energy 

policy capacity for New York’s local jurisdictions. 

One way the State can help to empower local jurisdictions and ensure that cities can help 

the State to achieve its energy efficiency target is to facilitate the enactment and implementation 

of energy efficiency policies at the local level. For example, as New York City considers 
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adoption of a building energy performance mandate, it is critical that NYSERDA and utility 

programs and initiatives are seamlessly integrated to help achieve New York City’s goals. To 

that end, relevant NYSERDA and utility programs should be designed with input from key 

stakeholders, including building owners subject to legislation. Such programs should be 

available and tailored to support building owners’ efforts to achieve anticipated energy savings 

requirements. The stakeholder process should also address the role of non-utility energy service 

companies or other providers of Distributed Energy Resources.  

In addition, to truly lead by example, specifically regarding the benchmarking and public 

disclosure of state building level energy performance under EO88, we strongly recommend 

extending the annual benchmarking requirement for all state buildings by reducing the current 

threshold of 20,000 square feet in EO88 to 10,000 square feet, similar to what has been required 

of New York City government buildings pursuant to the City’s local law.  

VIII. The PSC and NYSERDA should promote energy efficiency market 

transformation in affordable multifamily housing by establishing timely, 

effective, and transparent funding mechanisms, developing innovative program 

designs and financing solutions, and enabling interagency support and 

coordination.  

 Market transformation solutions are just as crucial for the Low and Moderate Income 

(LMI) sector as they are for the commercial or market-rate multifamily and residential sectors, 

but the LMI sector faces much more challenging barriers that make it difficult to develop and 

support those solutions. Within the context of New Efficiency: New York, additional resources 

should be available to expand access to scalable solutions for LMI customers.  

Transparent and robust funding sources can help enable market transformation in the 

LMI housing sector. Dedicated LMI funding should be larger than a 20 percent allocation of total 
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new funding. Not only is the proportion of New Yorkers that qualify as LMI customers much 

greater than 20 percent, but LMI customers need proportionally more resources than non-LMI 

customers to overcome the unique challenges that this sector faces. Furthermore, in addition to 

supporting the single-family sector, it is important that funding is allocated to support 2-4 family 

rental housing and to multifamily housing in both buildings of 5-25 units as well as those with 

more than 25 units. This is important because it will ensure that LMI customers throughout the 

state will be supported by this additional funding. In allocating these funds, key stakeholders 

should be able to participate in collaboration with NYSERDA and utilities. The timeline of 

allocating this funding should be accelerated as well, and not wait for results from the State’s 

Lead by Example projects or RetrofitNY, in order to ensure the most investment possible in the 

LMI sector. 

To multiply the impact of direct LMI funding, it is essential to create greater access to 

financing and more attractive financing tools, removing barriers to private investment in LMI 

housing energy efficiency. NYSERDA could provide financial and technical support to building 

owners and lenders to evaluate and fund efficiency upgrades, decreasing the risk of the 

investment for the lender and allowing better terms or more likely approval for the building 

owner. Another potential tool is a revolving loan loss reserve that could catalyze market-driven 

approaches to delivering energy efficiency services to the LMI sector. The Green Bank or other 

institutions could provide this type of credit enhancement or payment guarantee to housing 

finance agencies, Community Development Financial Institutions, and private lenders. 

Owners of LMI multifamily buildings should have timely access to technical and 

financial assistance for refinancing. Programs should align with the refinancing program, 
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accommodate construction schedules and processes, and provide support that can be considered 

in the capital stack of the project. NYSERDA and the PSC should proactively lead an 

interagency task force that facilitates robust stakeholder engagement and streamlines the process 

to deliver deep energy retrofits. Collaboration between New York State Division of Housing and 

Community Renewal (HCR), the New York City Department of Housing Preservation and 

Development (HPD), and the New York City Housing Development Corporation (HDC) can 

ensure effective pilot programs help owners implement efficiency recommendations from their 

Integrated Physical Needs Assessments. Programs should encourage achievement of energy 

savings while protecting against rent increases as a result of expenditures on efficiency upgrades. 

Program design should address energy efficiency from a fuel-neutral perspective. 

Programs should allow customers who use deliverable fuels alone as well as duel-fuel customers 

to benefit from retrofit programs. In most multifamily buildings in New York State, the building 

owner pays heating costs, not the tenants. Programs should encourage beneficial electrification 

while protecting LMI renters from shifts in heating and cooling costs from owners to residents 

because of a switch to electric heating and cooling, with rent adjustments or other forms of 

payment to reflect the decrease in heating costs borne by the building owner. 

We are supportive of the Whitepaper’s workforce development initiatives and encourage 

focus and investment in training programs. Along this vein, standalone workforce development 

programs should be integrated into program development and implementation to encourage long 

term sustainability. Training opportunities should be available for disadvantaged workers and a 

greater diversity of building professionals. All programs should adopt industry recognized 
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workforce training and certification standards for professionals including quality control 

inspectors, installers, and energy auditors.  

IX. The state should capture all the savings from strong building codes and 

appliance standards and serve as a bulwark against federal backsliding 

We strongly support the pursuit of strong building codes and appliance standards at the 

state level, in Section 9 of the Whitepaper. These state level policies are critical to achieve the 

state’s efficiency goals, and in the face of potential regression or dissolution of federal appliance 

standards, it is critical to have a structure in place to ensure that standards will continue their 

decades-long legacy of extremely cost-effective energy efficiency.34 Codes and standards are 

especially important for low income households and for landlords working to reduce building 

energy use by lowering tenant plug load. As the Whitepaper highlights, a coalition of states with 

strong clean energy and climate goals, and constituting a preponderance of the market, can 

together create a bulwark of progressive standards. With rapidly evolving technology and an 

uncertain regulatory environment it is important that the State can move with alacrity to 

promulgate appropriate new appliance standards, we strongly agree that NYSERDA or the 

Department of State should be empowered to pursue appropriate standards at any time.   

 We strongly support the recommendation on mandatory adoption of the stretch building 

code, as has been passed in New York City, and the collaborative development of a carbon-

focused metric for codes with other climate leading states as a means to promote the essential 

                                                           
34 See Andrew deLaski and Joanna Mauer, Energy-Saving States of America: How Every State 

Benefits from National Appliance Standards (Feb 2017) Available at: https://appliance-

standards.org/sites/default/files/Appliances%20standards%20white%20paper%202%202-14-

17.pdf 
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decarbonization of building energy use through beneficial electrification. In a similar vein, and 

closely related to stretch building codes for new construction, we also strongly support the 

innovative and transformative RetrofitNY program and related efforts to create a market for deep 

efficiency retrofits that can cost effectively attain net zero energy use for existing buildings.    

X. Conclusion  

We look forward to working with the Department of Public Service, the PSC, 

NYSERDA, and other stakeholders to efficiently and effectively achieve the goals outlined in the 

Whitepaper. These comments support important Whitepaper recommendations and request more 

clarity about the funding and implementation of the programs in a transparent and timely 

manner.  

Respectfully submitted, 

Jackson Morris 

Director, Eastern Region  

Climate and Clean Energy Program 

Natural Resources Defense Council 

sayyagari@nrdc.org 

 

Karl R. Rábago  

Executive Director 

Pace Energy and Climate Center 

krabago@law.pace.edu 

 

David Hepinstall 

Executive Director 

Association for Energy Affordability, Inc. 

hepinstall@aea.us.org 

 

Steve Cowell 

President 

E4TheFuture 

scowell@e4thefuture.org 

 

Lisa Dix 

Senior New York Representative 

Sierra Club 

lisa.dix@sierraclub.org 

 

Conor Bambrick 

Air and Energy Director 

Environmental Advocates of New York 

cbambrick@eany.org 

 

Noah Dubin 

Eastern States Advocates 

Environmental Entrepreneurs (E2) 

ndubin@e2.org 

 

Elizabeth Broad 

Outreach Director 

New Yorkers for Clean Power 

betta@nyforcleanpower.org 

 

 

mailto:sayyagari@nrdc.org
mailto:krabago@law.pace.edu
mailto:hepinstall@aea.us.org
mailto:scowell@e4thefuture.org
mailto:lisa.dix@sierraclub.org
mailto:cbambrick@eany.org
mailto:ndubin@e2.org
mailto:betta@nyforcleanpower.org


 
 

30 
 
 

Nancy E. Anderson, Ph.D. 

Executive Director 

The Sallan Foundation 

nanders@sallan.org 

 

Andy Frank 

Founder and CEO 

Sealed 

Andy.frank@sealed.com 

 

Keith Aldridge 

CEO 

Home Performance Coalition 

kaldridge@homeperformance.org 

 

Adam Procell 

President & CEO 

Lime Energy 

aprocell@lime-energy.com 

 

Joe Levine 

Director 

Citizens for Water 

jlevine@bonelevine.net 

 

 

 

 

 

 

 

Buck Moorhead 

Chair 

NYH2O 

Buck@buckmoorheadarchitect.com 

 

B. Arrindell 

Director 

Damascus Citizens for Sustainability 

director@damascuscitizens.org 

 

Julie Liu 

CEO 

Centsible House 

julie@centsiblehouse.org 

 

Tom Carter 

Executive Director 

Efficiency First  

tom@efficiencyfirst.org 

 

Barbara Warren 

Executive Director 

Citizens’ Environmental Coalition 

WARRENBA@msn.com 

 

Nina Orville 

Principal 

Abundant Efficiency 

Nina@AbundantEfficiency.com 

 

 
 

 

 

 

 

 

 

mailto:nanders@sallan.org
mailto:Andy.frank@sealed.com
mailto:kaldridge@homeperformance.org
mailto:aprocell@lime-energy.com
mailto:jlevine@bonelevine.net
mailto:Buck@buckmoorheadarchitect.com
mailto:director@damascuscitizens.org
mailto:julie@centsiblehouse.org
mailto:tom@efficiencyfirst.org
mailto:WARRENBA@msn.com
mailto:Nina@AbundantEfficiency.com


Current Energy Efficiency Efforts in New York 

Relative to Governor Cuomo’s Goals

www.synapse-energy.com  |  ©2018 Synapse Energy Economics Inc. All rights reserved.

July 7, 2018

Kenji Takahashi 

Tim Woolf

Alice Napoleon



2

Introduction

• This slide deck presents two energy efficiency savings paths toward 

Governor Cuomo’s 2025 goals.

• Simple Energy Efficiency Trajectory Case

• Assumes a simple, linear growth in cumulative energy savings each year, which 
assumes the same amount of annual energy savings each year through 2025.

• Gradual Energy Efficiency Trajectory Case

• Assumes a gradual growth in annual savings to reach the Governor’s 2025 
cumulative savings goals.

• Conclusions

• Under the Simple Case, the IOUs would need to double savings in 2019 and then 
maintain that same level of savings through 2025.

• Under the Gradual Case, the IOUs would need to increase efficiency savings by 
14% each year from 2018 through 2025.   

www.synapse-energy.com  |  ©2018 Synapse Energy Economics Inc. All rights reserved.

Sources: NY DPS ETIP January 21, 2016 order and March 15, 2018 Order in Case 15-M-0252; Utility ETIP filings for Q4 2017; EEPS Program 

Estimated Energy Savings Data; EAM and rate case orders for and filings by ConEdison, O&R, Niagara Mohawk, and NYSEG.
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Simple Path to 2025 Efficiency Goals: by Entity and Initiative

www.synapse-energy.com  |  ©2018 Synapse Energy Economics Inc. All rights reserved.

Note: 
(a) The 2025 savings represent about 11 percent of the projected gas and electric sales. 
(b) The graph shows the total savings before adjustments for program overlaps. The impact of the adjustments is 13 Tbtu.
(c) The graph assumes a simple, linear growth in cumulative energy savings each year.
(d) The Governor’s goal for the EEPS policy does not show a breakdown of savings between the IOUs and NYSERDA. We 

allocated the savings goal between the IOUs and NYSERDA based on the historical EEPS performance.

0

20

40

60

80

100

120

140

160

180

200

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

C
u

m
u

la
ti

ve
 A

n
n

u
al

 S
av

in
gs

 (
TB

tu
)

Other State Initiatives (7%)
NYPA (3%)
LIPA (5%)
C&S (Codes & Standards) (10%)

NYSERDA (32%)

IOU (43%)



5

Simple Path: Annual IOU Savings Required to Reach 2025 Goal

www.synapse-energy.com  |  ©2018 Synapse Energy Economics Inc. All rights reserved.
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Simple Path: Cumulative Annual IOU Savings to Reach 2025 Goal 

www.synapse-energy.com  |  ©2018 Synapse Energy Economics Inc. All rights reserved.
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Gradual Path to 2025 Efficiency Goals: by Entity and Initiative

www.synapse-energy.com  |  ©2018 Synapse Energy Economics Inc. All rights reserved.

Note: 
(a) The 2025 savings represent about 11 percent of the projected gas and electric sales. 
(b) The graph shows the total savings before adjustments for program overlaps. The impact of the adjustments is 13 Tbtu.
(c) The graph assumes certain gradual changes in annual incremental savings to reach the Governor’s cumulative energy 

savings targets.
(d) The Governor’s goal for the EEPS policy does not show a breakdown of savings between the IOUs and NYSERDA. We 

allocated the savings goal between the IOUs and NYSERDA based on the historical EEPS performance.
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Gradual Path: Annual IOU Savings Required to Reach 2025 Goal

www.synapse-energy.com  |  ©2018 Synapse Energy Economics Inc. All rights reserved.

Note: The graph assumes a gradual increase in annual incremental savings over time from 2018. with an annual growth rate of 14 percent. 
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Gradual Path: Annual Cumulative IOU Savings to Reach 2025 Goal

www.synapse-energy.com  |  ©2018 Synapse Energy Economics Inc. All rights reserved.

Note: This graph shows the same information that is presented in the previous slide, but in terms of cumulative annual savings.
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Executive Summary 

The 2018 New Efficiency: New York whitepaper identifies electrification of thermal end uses in 

buildings, also known as renewable heating and cooling, as a key energy efficiency and 

decarbonization strategy in New York State. This report examines the potential of strategic 

electrification through heat pump technology, under three growth scenarios. It then offers program 

and policy options to achieve that potential and coordinate activities between the New York State 

Research and Development Authority (NYSERDA) and utilities. The report assesses multiple heat 

pump technologies including ground-source heat pumps (GSHP), air-source heat pumps (ASHP), 

and commercial ASHP applications with variable refrigerant flow (VRF) technology. 

With aggressive program and policy support to drive the market for heat pumps, New York could 

achieve the following results by 2025 and 2030 under a high growth scenario: 

• ASHPs installed in two-thirds of New York households by 2030. 

• 31 TBtu of energy savings from heat pump installations by 2025, contributing 17% of the 

savings needed to achieve New York’s 185 TBtu 2025 efficiency target.  

• 3.5 percent of New York’s GHG emissions reductions coming from heat pump installations 

by 2030, contributing to the goal of 40 percent GHG reduction compared to baseline 

emissions in 1990. Focusing on the residential sector, for which better data was available, 

the emissions savings from this level of adoption would be nearly 20%.1 

Performance Targets and Incentives 
• New York should establish a statewide, fuel-neutral target of 30 TBtu of energy savings 

from heat pump installations by 2025, consistent with the high growth scenario. NYSERDA 

should serve as the lead for tracking the state’s progress toward this target, and should 

also monitor progress toward key market transformation metrics, drawing on the data it 

already receives through annual HVAC market reports. 

• Utilities should set Earnings Adjustment Mechanisms (EAMs) that include: 

o Ambitious goals for utility energy savings in the form of TBtu savings from all fuels, 

including unregulated fuels, in addition to existing targets for electricity and natural 

gas savings from regulated fuels. Establishing “total energy” savings targets will 

help to align utility program delivery with the 2025 energy efficiency target.  

o Explicit targets and associated EAMs for each utility for both program-based and 

outcome-based total energy savings from heat pumps. Utilities should work closely 

with NYSERDA to determine each utility’s share of the statewide, outcome-based 

total energy target for savings from heat pump installations.  

• Savings methodologies should count all the savings from heat pump installations, 

including displaced fossil fuels from heat pump retrofits and electric savings from heat 

pumps installed for cooling. Savings methodologies should also account for increases in 

electricity usage from heat pump installations that involve fuel switching.  

                                                
1 Emissions reductions assume oil is replaced by electricity that gets cleaner over the analysis period. The percent reduction is 
calculated using 1990 energy-related emissions from Table S-2 in the NYSERDA Greenhouse Gas Inventory, revised February 
2017. https://energyplan.ny.gov/-/media/nysenergyplan/final/greenhouse-gas-inventory.pdf.  

https://energyplan.ny.gov/-/media/nysenergyplan/final/greenhouse-gas-inventory.pdf
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Coordination of Utility and NYSERDA Efforts 
• New York should establish a statewide umbrella initiative to administer upstream heat 

pump programs and engage the supply chain. Given its responsibilities for statewide 

market development, NYSERDA is the logical choice to provide this coordination role.  

• Building on previous experience with a centralized advisory group that supported 

implementation of the Energy Efficiency Portfolio Standard (EEPS), New York should 

establish a similar structure to facilitate statewide coordination on energy efficiency and 

electrification target-setting, budgets, and program implementation.  

• Utilities should serve as the lead for end-use customer engagement and incentives, with 

NYSERDA offering the utility incentives as a 100% pass-through to customers through 

its upstream program.  

• New York utilities that do not currently offer residential incentives for heat pumps should 

introduce customer incentives, and utilities that currently incentivize residential ASHPs 

should increase incentives above the current $100-$250 level.  

• NYSERDA should continue its efforts to reach underserved communities, through its 

Clean Heating and Cooling community program, and explore offering enhanced heat 

pump incentives for low and moderate-income (LMI) customers.   

• Utilities should be encouraged to partner with the New York Green Bank as well as 

NYSERDA’s financing options: the On-Bill Recovery Loan and the Smart Energy Loan. 

• Building electrification programs should generally be funded in proportion to their 

contribution to New York’s efficiency and climate goals. Building electrification is 

projected to contribute approximately 17 percent of the 185 TBtu energy savings target, 

so a reasonable starting point is to dedicate approximately 17 percent of the total funding 

for energy efficiency programs in New York (across all utilities, plus NYSERDA) to 

building electrification.  

Electric and Gas Program Coordination 
• Increase coordination between electric and gas utilities in New York with the following 

actions:  

o Phase out conversions from unregulated fuels to natural gas. 

o Offer incentives for hybrid heat pumps. 

o Promote all-electric heating equipment in new construction. 

o Promote fuel switching in gas utility service territories with capacity constraints. 

o Develop methods to adjust utility targets and EAMs for overlapping electric-gas 

service territories.  

State Building Energy Codes 
• New York should adopt the currently proposed stretch code, which includes a high-

efficiency options package. While the stretch code does not directly require heat pump 

technology, the intent is to incorporate the technology into the code in a manner that does 

not trigger federal preemption, but encourages builders to consider higher efficiency 

mechanical systems.   

Market Development for Heat Pump Technologies 
• Build on NYSERDA’s current activities to advance the ASHP market by: 

o Building cross-industry links with the electrical wholesale supply channel. 
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o Adopting the NEEP Cold Climate Heat Pump Specification. 

o Working with heat pump and thermostat manufacturers to develop and integrate 

control capabilities. 

• Advance the market for GSHPs and VRFs through the following steps:  

o Creating VRF case studies and marketing materials. 

o Aggressively promoting VRFs in commercial and residential new construction and 

building codes, and review building code barriers to VRF technology. 

o Evaluating and supporting accelerated transition of heat pumps to the use of lower 

global warming potential (GWP) refrigerants. 

o Exploring distributor incentives for VRF technology. 

o Developing regional standards for VRFs in the Northeast. 

o Creating a Clean Energy Challenge to encourage state buildings use VRFs. 

o Accelerating NYSERDA’s soft cost reduction strategy for GSHPs. 

o Developing and funding demonstration projects that explore the potential for 

GSHPs to promote grid flexibility. 

Introduction 

On Earth Day 2018, New York Governor Cuomo announced a 2025 efficiency target of 185 TBtu 

of energy savings, part of a multipronged strategy to achieve the state’s goal of a 40% reduction 

in greenhouse gas emissions by 2030.2 If met, the efficiency target would deliver nearly one-third 

of New York’s needed GHG reductions by 2030 – roughly equivalent to the contribution of the 

goal of 50 percent renewable energy by 2030. Achieving New York’s ambitious efficiency and 

climate goals will take coordination with many sectors of the economy, and significant public and 

private investment. 

The 2018 New Efficiency: New York whitepaper identifies electrification of thermal end uses in 

buildings, also known as renewable heating and cooling,3 as a key energy efficiency and 

decarbonization strategy in New York State. Clean heating technologies are one of the most 

promising energy efficiency technologies, with potential to deliver a significant portion of the 

energy savings needed in 2025. This report examines the potential of strategic electrification 

through heat pump technology under three growth scenarios. It then offers program and policy 

options to achieve that potential and coordinate activities between the New York State Research 

and Development Authority (NYSERDA) and utilities. The report assesses multiple heat pump 

technologies including ground-source heat pumps (GSHP), air-source heat pumps (ASHP), and 

commercial ASHP applications with variable refrigerant flow (VRF) technology. 

                                                
2 NYSERDA and New York Department of Public Service, 2018. “New Efficiency: New York.” https://www.nyserda.ny.gov/-
/media/Files/Publications/New-Efficiency-New-York.pdf. 
3 NYSERDA’s use of the term “Renewable Heating and Cooling” often includes advanced wood heat. Electrification of heating and 
cooling is only “renewable” when powered by electricity from renewable sources.  

 

https://www.nyserda.ny.gov/-/media/Files/Publications/New-Efficiency-New-York.pdf
https://www.nyserda.ny.gov/-/media/Files/Publications/New-Efficiency-New-York.pdf
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Heat Pumps in New York: Current State 

Market Penetration 
Relative to neighboring states, New York has a low penetration of heat pump installations reported 

through utility and state programs.4 Overall market activity appears to be somewhat higher, but 

still represents a tiny fraction of the total market potential in the state. An HVAC market report 

completed for NYSERDA found 43,418 ASHPs were sold and installed in 2016 in the state,5 an 

annual market penetration of about 0.5% of New York’s 8.2 million households.6,7 Nearly half of 

ASHP sales had an HSPF equal to or above 10, which is one of the requirements for NEEP’s 

Cold Climate Specification. Similar sales data on the relatively smaller GSHP market was not 

readily available. According to NYSERDA, although thermal energy use in the residential and 

commercial sectors produces 32 percent of all combustion-based GHG emissions in New York, 

heat pump technologies currently represent only 1 percent of the heating and cooling market.8  

Heat Pump Programs and Incentives 
At the time of report writing (July 2018), a range of programs and incentives were available in 

New York promoting heat pump technologies through both NYSERDA and utilities.  These 

programs vary widely in terms of the technologies supported, incentive design, incentive levels, 

and sectors served (residential vs. commercial). Incentive designs range from downstream 

rebates paid to customers, to midstream incentives paid to contractors, to upstream incentives 

paid to wholesale distributors.  

Under Reforming the Energy Vision (REV), and with funding from New York’s Clean Energy Fund, 

NYSERDA leads market development initiatives to reduce costs, accelerate market demand, and 

increase private investment in energy efficiency and clean energy technologies. NYSERDA’s 

current initiatives to support adoption of heat pumps include: 

• Air Source Heat Pump Program provides a $500 midstream incentive to participating 

contractors for eligible ASHPs.9 NYSERDA has also evaluated VRF technology through 

demonstration projects and a recent market and technology assessment,10 and may soon 

expand the ASHP program to include commercial VRFs.   

• Ground Source Heat Pump Program provides a $1200-1500 midstream incentive to 

participating contractors based on cooling capacity.11 

                                                
4 A seven-state comparison of heat pump technology adoption in the Northeast can be found at NRDC and VEIC, 2018. “Driving the 
Heat Pump Market: Lessons Learned from the Northeast.” Burlington, Vermont: VEIC. https://www.veic.org/documents/default-
source/resources/reports/veic-heat-pumps-in-the-northeast.pdf.  
5 D+R International, 2017. 2016 HVAC Market Report, prepared for NYSERDA. https://www.nyserda.ny.gov/-
/media/Files/Publications/PPSER/Program-Evaluation/2017ContractorReports/201712-DRUnitaryHVACMarketReport-2016.pdf. 
6 U.S. Census Bureau, State Quick Facts. 2017. Housing Units, July 1, 2016. 
https://factfinder.census.gov/bkmk/table/1.0/en/PEP/2016/PEPANNHU. 
7 The data in the HVAC market report does not parse out sales by sub-technology (e.g. VRF) or those meeting the NEEP cold 
climate heat pump specification. NYSERDA is discussing adding this classification detail to future reports.  
8 NYSERDA, 2017. “Clean Energy Fund Investment Plan: Renewable Heating & Cooling Chapter.” https://www.nyserda.ny.gov/-
/media/Files/About/Clean-Energy-Fund/cef-renewable-heating-and-cooling-chapter.pdf.  
9 NYSERDA. Air Source Heat Pump Program. https://www.nyserda.ny.gov/All-Programs/Programs/Air-Source-Heat-Pump-Program  
10 NYSERDA commissioned an assessment of VRFs in 2018 that identified barriers and opportunities to the heat pump technology 
and energy savings estimates for commercial office and multifamily buildings. “Market and Technical Analysis of Variable 
Refrigerant Flow Heat Pump Technology”, VEIC. May 2018. 
11 NYSERDA. Ground Source Heat Pump Program. https://www.nyserda.ny.gov/All-Programs/Programs/Ground-Source-Heat-
Pump-Rebate 

 

https://www.veic.org/documents/default-source/resources/reports/veic-heat-pumps-in-the-northeast.pdf
https://www.veic.org/documents/default-source/resources/reports/veic-heat-pumps-in-the-northeast.pdf
https://www.nyserda.ny.gov/-/media/Files/Publications/PPSER/Program-Evaluation/2017ContractorReports/201712-DRUnitaryHVACMarketReport-2016.pdf
https://www.nyserda.ny.gov/-/media/Files/Publications/PPSER/Program-Evaluation/2017ContractorReports/201712-DRUnitaryHVACMarketReport-2016.pdf
https://www.nyserda.ny.gov/-/media/Files/About/Clean-Energy-Fund/cef-renewable-heating-and-cooling-chapter.pdf
https://www.nyserda.ny.gov/-/media/Files/About/Clean-Energy-Fund/cef-renewable-heating-and-cooling-chapter.pdf
https://www.nyserda.ny.gov/All-Programs/Programs/Air-Source-Heat-Pump-Program


 

5 

• Clean Heating and Cooling Communities Program will model itself after New York’s 

successful “Solarize” campaign and work with community-based organizations and local 

governments to help communities increase awareness and adoption of clean heating and 

cooling (CH&C) technologies, reduce costs associated with the purchase and installation 

of CH&C projects, expand the workforce trained in installations, and increase participation 

of low- to moderate- income (LMI) households. 

• A range of initiatives supporting innovative HVAC technologies and business models, 

such as a NextGen HVAC funding opportunity offered in 2017.12 

• A range of market characterization, assessment, and potential studies to evaluate the 

current and potential market for heat pump technologies and identify market barriers.13 

Under REV, investor-owned gas and electric utilities are expanding their role as energy efficiency 

program administrators, and efficiency is increasingly “treated as a system resource by utilities—

accounted for in traditional cost recovery or rate-based approaches and integrated into Distributed 

System Implementation Plans (DSIPs), which document a utility’s integrated approach to 

planning, investment and operations.”14 Utilities are also pursuing innovative energy partnerships. 

New York’s investor-owned electric and gas utilities are currently accepting “innovative ideas and 

business models that work in partnership with utilities to cost-effectively electrify space heating 

and cooling systems across the state.”15 Utilities are seeking ideas on everything from reducing 

capacity constraints to bundling heat pumps with energy efficiency retrofits. Con Edison is the 

only utility actively requesting information on how they could convert natural gas customers to 

electric heat pumps.16  

As an interim step towards rate-basing electric and gas energy efficiency initiatives, utilities were 

required to file a 2017-2020 Energy Efficiency Transition Implementation Plan (ETIP). During the 

next rate period, all utility efficiency programs are expected to be funded through rates and the 

ETIP will transition to a System Energy Efficiency Plan (SEEP).17 Utilities are also seeking “non-

pipes solutions”, or alternatives to new gas pipelines to meet growing energy demand. In 

December 2018, Con Edison issued a non-pipes Request for Proposals (RFP) to reduce demand 

and enhance local gas supply. According to the RFP, demand reduction measures may include, 

“energy efficiency, demand response and environmentally-beneficial electrification of space and 

water heating.”18  Submissions were due by March 1, 2018. Other gas efficiency programs being 

pursued by Con Edison include a gas demand response program and an innovation program to 

encourage renewable alternatives to heating with natural gas.  

To promote increased utility investment in REV priorities, New York is testing a ratemaking 

incentive known as an Earning Adjustment Mechanism (EAM).19 The tool would allow utilities to 

                                                
12 NYSERDA. Advanced Building Program. https://www.nyserda.ny.gov/All-Programs/Programs/Advanced-Buildings  
13 NYSERDA. Evaluation Reports. https://www.nyserda.ny.gov/About/Publications/Program-Planning-Status-and-Evaluation-
Reports/Evaluation-Contractor-Reports  
14 NYSERDA and NY DPS, 2018. “New Efficiency: New York.” 
15 NY REV. Clean Heating and Cooling Innovation Sprint. https://nyrevconnect.com/innovation-opportunities-clean-heating-cooling/  
16 Con Edison, Gas Innovation Program, Business Innovation to Accelerate Renewable Thermal Adoption, RFI. 
https://www.coned.com/-/media/files/coned/documents/business-partners/business-opportunities/clean-thermal/request-for-
information.pdf?la=en  
17 Case 15-M-0252, In the Matter of Energy Efficiency Programs, Order Authorizing Utility-Administered Energy Efficiency Portfolio 
Budgets and Targets for 2019-2020 (issued March 15, 2018) 
18 Con Edison Request for Proposals (RFP), Non-Pipeline Solutions to Provide Peak Period Natural Gas System Relief, 2017. 
https://www.coned.com/-/media/files/coned/documents/business-partners/business-opportunities/non-pipes/non-pipeline-solutions-
rfp.pdf  
19 NY REV. Track Two: REV Financial Mechanisms. https://nyrevconnect.com/rev-briefings/track-two-rev-financial-mechanisms/  

https://www.nyserda.ny.gov/All-Programs/Programs/Advanced-Buildings
https://www.nyserda.ny.gov/About/Publications/Program-Planning-Status-and-Evaluation-Reports/Evaluation-Contractor-Reports
https://www.nyserda.ny.gov/About/Publications/Program-Planning-Status-and-Evaluation-Reports/Evaluation-Contractor-Reports
https://nyrevconnect.com/innovation-opportunities-clean-heating-cooling/
https://www.coned.com/-/media/files/coned/documents/business-partners/business-opportunities/clean-thermal/request-for-information.pdf?la=en
https://www.coned.com/-/media/files/coned/documents/business-partners/business-opportunities/clean-thermal/request-for-information.pdf?la=en
https://www.coned.com/-/media/files/coned/documents/business-partners/business-opportunities/non-pipes/non-pipeline-solutions-rfp.pdf
https://www.coned.com/-/media/files/coned/documents/business-partners/business-opportunities/non-pipes/non-pipeline-solutions-rfp.pdf
https://nyrevconnect.com/rev-briefings/track-two-rev-financial-mechanisms/
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earn a performance incentive on REV-related investments, such as greenhouse gas reductions, 

energy efficiency, and peak reduction.  

Table 1 summarizes the residential and commercial incentives currently offered for ASHPs and 

GSHPs by the investor-owned utilities in New York. The table notes whether the incentives are 

structured as downstream rebates to end-use customers, midstream incentives to contractors, 

and/or upstream incentives to wholesale distributors. Appendix A provides a more detailed 

summary of utility incentives, including incentive levels for different types of heat pump equipment. 

Table 1. 2018 heat pump incentives offered by New York utilities. 

 Residential Incentives Commercial Incentives 

 ASHP GSHP ASHP GSHP 

Con Edison 
Midstream / 
Upstream 

NA 
Downstream/ 

Midstream / Upstream 
NA 

Central Hudson  Downstream NA Downstream Downstream 

National Grid NA 
Demonstration 

project only 
NA NA 

NYSEG NA NA Downstream NA 

Orange & 
Rockland 

Downstream NA Downstream NA 

PSEG Long Island Downstream Downstream Downstream Downstream 

Rochester  NA NA Downstream NA 

Heat Pump Savings 
Both utility-run and NYSERDA heat pump programs claim NY State deemed savings from the 

heat pumps, which are primarily based on cooling efficiency rather than heating. Many ASHPs in 

New York are installed as a fuel switching or “retrofit” measure, in which a customer displaces 

fossil fuel consumption by heating some or all of the building with an electric heat pump. However, 

because the utility goals focus on regulated fuel savings, the deemed savings methodology 

currently used in New York only counts the incremental, “market opportunity” electricity savings 

associated with installing a high-efficiency ASHP above a less efficient, “baseline” ASHP – even 

when the heat pumps are installed in homes that utilize oil and propane for heating. 

New York’s Current Approach: Strengths and Challenges 
New York has a strong foundation to build on as the state seeks to ramp up heat pump adoption. 

One key strength of the current system is NYSERDA’s well-defined role leading market 

development through supply channel engagement, training, workforce development, community-

based initiatives, and other activities. This broad scope will be critical to transformation of the heat 

pump market in New York. In addition, New York benefits from a vibrant market of heat pump 

distributors and installers, including active trade associations and advocacy groups representing 

both the ASHP and GSHP industries.  

Despite these strengths, New York’s level of ASHP market penetration remains lower than several 

Northeast states, notably Vermont and Maine, which launched robust ASHP programs and 

incentives several years ago. The programs and incentives currently offered in New York present 

several challenges that may impede market growth: 

• Inconsistent utility offerings. As shown in Table 1 and Appendix A, the incentives 

available vary widely. Some utilities (Con Edison, Central Hudson, Orange and Rockland, 

and PSEG Long Island) offer incentives for residential ASHPs, while National Grid, NSEG, 
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and Rochester do not. Only PSEG offers incentives for GSHPs across both the residential 

and commercial markets, and most utilities do not appear to offer any incentives for 

GSHPs.  

• Inconsistent incentive designs. Most of the available incentives are in the form of 

downstream rebates for commercial and residential customers, but NYSERDA’s incentive 

takes the form of a midstream payment to participating contractors. Con Edison has 

recently shifted to a midstream incentive design for residential customers in which the 

utility “provides direct payment of financial rebates to distributors who deliver systems that 

meet the system requirement guidelines. Distributors are required to issue a minimum of 

50 percent of each rebate to the contractor purchasing the qualifying equipment.”20 The 

inconsistent utility offerings and incentive designs throughout the state presents a 

challenge for distributors and contractors who serve multiple regions, and may lead to 

customer and market confusion. 

• Not counting the full benefits. By only accounting for the incremental electricity savings 

from heat pumps, utilities and NYSERDA are not recognizing the most significant benefits 

of heat pump installations to New York’s energy system – avoided GHG emissions from 

reduced use of fossil fuels and system-coincident peak demand reduction from the use of 

heat pumps for summer cooling.  

• Relatively low utility incentives. Where available, residential downstream incentives for 

ductless mini-split heat pumps are generally in the $100-$250 range, although incentives 

from Central Hudson are a bit higher ($350-500). A recent analysis of heat pump programs 

across the Northeast found that the most successful programs offered higher customer 

incentives to reduce the equipment cost, at least $500 per unit for ductless mini-splits.21 

• Changing roles for NYSERDA and utilities. Under REV, NYSERDA and utility roles are 

evolving. NYSERDA and the utilities actively coordinate their offerings and strive to 

develop complementary programs as they manage this transition. It will be important for 

this coordination to continue, to avoid market uncertainty and program gaps or 

redundancies as NYSERDA and utility programs ramp up and down.  

Heat Pump Market Potential 

Methodology 
VEIC conducted scenario modeling to determine the rate of heat pump adoption needed to 

achieve New York’s energy efficiency and climate goals. We modeled different heat pump 

adoption ramp rates based on three scenarios. In each scenario, ASHPs, both ducted and 

ductless, including VRFs, get a higher growth rate, while GSHPs have a slower growth 

assumption based on their lower market share today, and more limited technical potential. 

• Baseline. This scenario estimates the rate of heat pump market growth under a baseline 

scenario, factoring in growing markets in the region and generally improved awareness 

and private marketing, but without specific program supports for heat pumps.  

                                                
20 Con Edison, 2018. “Residential HVAC Program Overview.” https://www.coned.com/-/media/files/coned/documents/save-energy-
money/rebates-incentives-tax-credits/rebates-incentives-tax-credits-for-commercial-industrial-buildings-customers/hvac-program-
guidelines.pdf?la=en.  
21 NRDC and VEIC, Driving the Heat Pump Market. 
 

https://www.coned.com/-/media/files/coned/documents/save-energy-money/rebates-incentives-tax-credits/rebates-incentives-tax-credits-for-commercial-industrial-buildings-customers/hvac-program-guidelines.pdf?la=en
https://www.coned.com/-/media/files/coned/documents/save-energy-money/rebates-incentives-tax-credits/rebates-incentives-tax-credits-for-commercial-industrial-buildings-customers/hvac-program-guidelines.pdf?la=en
https://www.coned.com/-/media/files/coned/documents/save-energy-money/rebates-incentives-tax-credits/rebates-incentives-tax-credits-for-commercial-industrial-buildings-customers/hvac-program-guidelines.pdf?la=en
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• Moderate growth. This scenario starts with a 14 percent annual growth rate for ASHPs, 

both ductless and ducted in the residential and small commercial scale. This is consistent 

with a Synapse analysis showing that utilities would need to increase efficiency savings 

by 14 percent each year from 2019 through 2025 to achieve the target of 185 TBtu of 

energy savings by 2025.22 The growth rate then ramps up 1 percent faster each year to 

reach 27 percent growth in the last year, in line with the 25-35 percent annual growth rates 

for the Northeast region anecdotally reported by heat pump manufacturers 

• High growth. This scenario assumes that aggressive program interventions are in place 

to support the heat pump market. ASHP growth rates quickly ramp up to a level as high 

as possible without exceeding an annual growth rate limit or a cumulative market share 

rate limit. The growth rate is limited to 59 percent, which is the national average annual 

growth rate in the solar photovoltaic (PV) market the last 10 years. The cumulative market 

share limit is 70 percent, the technical potential from NYSERDA’s Renewable Heating and 

Cooling Policy Framework.23 In comparison, the Northwest Energy Efficiency Alliance 

(NEEA) used a target market saturation of 85 percent of single family homes by 2029, and 

cited very high existing penetrations in international markets with long exposure to heat 

pumps including 90 percent in Japan, 86 percent in China, and 81 percent in Europe.24 

We made the following key assumptions in conducting the scenario modeling: 

• The current installation rate for ASHPs is based on an HVAC market report completed for 

NYSERDA which found 43,418 ASHPs installed in 2016 in the state.25 This data includes, 

but does not separately report, cold climate heat pumps and VRFs. 

• Current installation rate data for GHSPs in New York are difficult to find. VEIC used 1,000 

installations per year, a number reported to NYSERDA by the industry. 

• Future projections of heat pump installation rates are based on the total New York market, 

not just installations that are directly incentivized by NYSERDA and/or utility programs. 

• Projections of energy savings are based on the net energy impact, factoring in gross 

cumulative fossil fuel savings as well as increases in electric consumption from heat pump 

conversions. It is important to note that this method differs from the current deemed 

savings methodology used in New York, which only accounts for the incremental electric 

savings for a new efficient heat pump relative to a new baseline heat pump.  

• Energy savings in this report refer to site energy – how much fuel or electricity an end-

user is paying for. Energy policy also often considers source energy, which includes 

upstream inefficiencies in extraction, conversion, and delivery of the energy to the 

customer’s meter.  

• Source energy use is always higher than site energy use, particularly for electricity 

because converting thermal fuels to electricity, a higher-grade form of energy, is inherently 

inefficient. Heat pumps today are efficient enough to overcome these upstream losses, 

and have comparable or lower source energy requirements than the source energy of 

burning fuels within a building directly for heat. As the grid builds out distributed, renewable 

generation, the delta between site and source energy is decreasing, increasing the 

                                                
22 Synapse, 2018. ”Current Energy Efficiency Efforts in New York Relative to Governor Cuomo’s Goals.” 
23 NYSERDA, 2017. Renewable Heating and Cooling Policy Framework. https://www.nyserda.ny.gov/-
/media/Files/Publications/PPSER/NYSERDA/RHC-Framework.pdf. 
24 ILLUME Advising. 2015. Northwest Ductless Heat Pump Initiative: Market Evaluation Report #4, prepared for the Northwest 
Energy Efficiency Alliance. https://neea.org/img/uploads/ductless-heat-pump-market-continues-to-increase-dhp-mper-4.pdf. 
25 D+R International, 2017. 2016 HVAC Market Report. 

https://www.nyserda.ny.gov/-/media/Files/Publications/PPSER/NYSERDA/RHC-Framework.pdf
https://www.nyserda.ny.gov/-/media/Files/Publications/PPSER/NYSERDA/RHC-Framework.pdf
https://neea.org/img/uploads/ductless-heat-pump-market-continues-to-increase-dhp-mper-4.pdf
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benefits of high efficiency heat pump adoption. A heat pump installed today is expected 

to last through 2030, when New York’s goal is to generate 50% of electricity from 

renewable sources. 

o Other sources and assumptions for energy and GHG emissions savings are detailed in 

Appendix B.  

Findings 
Based on our analysis, with aggressive program and policy support to drive the market for heat 

pumps, New York could achieve the following results by 2025 and 2030 under the high growth 

scenario: 

• ASHPs installed in two-thirds of New York households by 2030. 

• 31 TBtu of energy savings from heat pump installations by 2025, contributing 17% of the 

savings needed to achieve New York’s 185 TBtu 2025 efficiency target.  

• 3.5 percent of New York’s GHG emissions reductions coming from heat pump installations 

by 2030, contributing to the goal of 40 percent savings compared to baseline emissions in 

1990. Focusing on the residential sector, for which better data was available, the 

emissions savings from this level of adoption would be nearly 20%.26 

This analysis likely underestimates the GHG savings heat pumps can offer, even under the high 

growth scenario, due to conservative assumptions for energy savings per home, growth potential 

in the commercial market, and GHG emissions factor.27  

Table 2 presents the results of the scenario modeling conducted for ASHPs, GSHPs, and VRFs. 

  

                                                
26 Emissions reductions assume oil is replaced by electricity that gets cleaner over the analysis period. The percent reduction is 
calculated using 1990 energy related emissions from Table S-2 in the NYSERDA Greenhouse Gas Inventory, revised February 
2017. https://energyplan.ny.gov/-/media/nysenergyplan/final/greenhouse-gas-inventory.pdf.  
27 Estimates of savings per home come from the top 20% energy-saving sites from a recent Massachusetts impact evaluation. Heat 

pumps are increasingly able to save more per installation because their performance in cold weather is improving and because more 

installation options mean they can increasingly replace central systems. With those changes, heat pumps may be able to save more 

residential emissions than assumed in this analysis. For commercial savings, there is good data on VRF performance and savings 

but limited data on the potential commercial market in New York. We used a conservative assumption that 75% of the building area 

subject to New York City’s benchmarking rules would switch to VRFs by 2030. Lastly, this analysis used an average GHG emissions 

factor for each year. An analysis that relied on build marginal emissions factors would result in higher GHG savings.  

https://energyplan.ny.gov/-/media/nysenergyplan/final/greenhouse-gas-inventory.pdf
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Table 2. Heat pump market potential under three growth scenarios.  

Scenario Technology 
Annual 
Installs 

2025 

Cumulative 
Installs 

2025 

Annual 
Installs 

2030 

Cumulative 
Installs 

2030 

Net 
Total 

Energy 
Savings 
(TBtu) 
2025 

GHG 
Emissions 

Savings  
(% of 1990) 

2030 

Baseline 

ASHP (qty) 61,000 465,800 75,400 812,600 6.0 0.5% 

GSHP (qty) 1,200 9,800 1,300 16,000 0.7 0.0% 

VRF (ft2) 70,200 536,400 86,800 935,700 0.6 0.0% 

Total     7.3 0.5% 

Moderate 
Growth 

ASHP (qty) 168,600 815,100 514,300 2,520,100 10.5 1.4% 

GSHP (qty) 1,400 10,600 1,700 18,300 0.7 0.1% 

VRF (ft2) 194,100 938,600 592,200 2,902,100 1.1 0.0% 

Total     12.3 1.5% 

High 
Growth 

ASHP (qty) 517,000 2,073,700 758,600 5,437,200 26.7 3.1% 

GSHP (qty) 7,400 27,600 33,400 127,700 1.9 0.4% 

VRF (ft2) 595,400 2,388,100 873,600 6,261,400 2.7 0.0% 

Total     31.3 3.5% 

Programs and Policies to Promote Heat Pumps 

Our scenario modeling shows that heat pumps have the potential to ramp up to levels that 

contribute significantly to New York’s energy efficiency and greenhouse gas reduction goals by 

2025 and 2030. To achieve this potential, New York will need a range of policies and programs 

to encourage heat pump adoption, including: 

• Performance targets and incentives 

• Coordination of utility and NYSERDA efforts 

• Updated program frameworks for gas and electric programs 

• State building energy codes  

• Market development approaches for both proven and emerging heat pump technologies 

Performance Targets and Incentives 
New York should establish a statewide goal of 30 TBtu of energy savings from heat pump 

installations by 2025, consistent with the high growth scenario. Setting an ambitious target will 

send an important signal to the market about the state’s commitment to building electrification as 

a key pathway to achieve energy and carbon goals, and bolster NYSERDA and utility efforts to 

develop robust initiatives to drive the market and support customer adoption of heat pumps. 

NYSERDA. As the entity charged with market development, NYSERDA is engaged in a host of 

activities designed to drive the heat pump market in New York. NYSERDA is well-positioned to 

serve as the lead for tracking the state’s progress toward a 30 TBtu statewide target for energy 

savings from heat pumps.  

NYSERDA should also track progress toward key market transformation metrics, drawing on the 

data it already receives through HVAC market reports that have been conducted annually from 
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2013 to 2016.28 Importantly, the market data includes non-program sales for ducted and ductless 

ASHPs and GSHPs, providing visibility into the entire New York market – not just installations that 

participate in NYSERDA or utility programs. The data covers both the residential and commercial 

markets, but does not currently distinguish cold-climate heat pumps or VRFs as separate product 

categories. The data contains the number of installations, as well as the distribution by capacity 

and efficiency. To encourage building electrification, all three numbers are valuable. The number 

of units and residential market share (percentage of households with a heat pump) indicate the 

pace and scale of the transition to heat pumps. The capacity of the heat pump serves as a metric 

for assessing the displaced fossil fuel, while the efficiency level measures the introduced electric 

load on the utility. Efficiency also tracks the improved performance of heat pump technology in 

delivering heat and cooling to building loads. The three modeled scenarios can be translated to 

capacity and average efficiency, by linking them to baseline and target capacities and efficiencies.  

Table 3 provides an illustrative target framework for heat pump market transformation, based on 

the high growth scenario.  

Table 3. Illustrative targets for heat pump market transformation. 

 
2016 

Baseline 
2025 Target 2030 Target 

Statewide energy savings 
from heat pumps (TBtu) 

0 30 85 

Residential heat pump 
market share 

2%29 
25% of households have a 

heat pump 
65% of households have a 

heat pump 

Heat pump capacity, 
average installation 
(BTU/hr) 

28,000  35,000  40,000 

Heat pump efficiency 
(HSPF) 

~9.5 14 15 

 

Market transformation targets should encompass the entire heat pump market, including both 

ASHPs and GSHPs, rather than setting separate goals for the different technologies. That will 

allow the market to determine the optimal mix of ASHPs and GSHPs to achieve New York’s 

energy efficiency and climate goals. 

Utilities. Under REV, utilities are the entities charged with capturing energy efficiency and 

building electrification as system resources. As such, utilities are in the process of establishing 

performance targets and associated EAMs, often in the context of rate cases. Con Edison’s rate 

case joint settlement, for example, proposed a hybrid of top-down outcome-based metrics and 

bottom-up program achievement-based EAMs.30 The two program achievement-based EAMs are 

measured in GWh and system peak MW reductions from both an expanded efficiency program 

and a new “system peak reduction” program designed to reduce peak demand through load 

                                                
28 D&R Unitary HVAC Market Reports for 2013-2016 can be found here: https://www.nyserda.ny.gov/About/Publications/Program-
Planning-Status-and-Evaluation-Reports/Evaluation-Contractor-Reports/2017-Reports. Raw data from the 2016 report can be found 
here: https://www.nyserda.ny.gov/-/media/Files/Publications/PPSER/Program-Evaluation/2017ContractorReports/DR-Unitary-
HVAC-Market-Report-2016.xlsx. This data can also be used to inform outcome-oriented utility incentives (described further below).  
29 Combined estimate for ASHP and GSHP from NYSERDA, 2017. Renewable Heating and Cooling Policy Framework. 
https://www.nyserda.ny.gov/-/media/Files/Publications/PPSER/NYSERDA/RHC-Framework.pdf.  
30 Con Edison, 2016. Joint Proposal. CASE 16-E-006. September 19. 
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId={178701AD-5B92-4D0C-833B-22C37DE32065}  

https://www.nyserda.ny.gov/About/Publications/Program-Planning-Status-and-Evaluation-Reports/Evaluation-Contractor-Reports/2017-Reports
https://www.nyserda.ny.gov/About/Publications/Program-Planning-Status-and-Evaluation-Reports/Evaluation-Contractor-Reports/2017-Reports
https://www.nyserda.ny.gov/-/media/Files/Publications/PPSER/Program-Evaluation/2017ContractorReports/DR-Unitary-HVAC-Market-Report-2016.xlsx
https://www.nyserda.ny.gov/-/media/Files/Publications/PPSER/Program-Evaluation/2017ContractorReports/DR-Unitary-HVAC-Market-Report-2016.xlsx
https://www.nyserda.ny.gov/-/media/Files/Publications/PPSER/NYSERDA/RHC-Framework.pdf
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7b178701AD-5B92-4D0C-833B-22C37DE32065%7d
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shifting, demand response, storage, and electric vehicles. Con Edison also proposed three new 

outcome-based EAMs that encourage investment in market transformation activities, as 

measured through top-down, outcome-oriented targets: energy intensity (kWh usage per 

customer or employee), customer load factor, and distributed energy resource (DER) utilization.  

Building electrification may contribute to achievement of some of Con Edison’s EAM targets, such 

as system peak reduction and improved customer load factor. However, other Con Edison EAMs 

focus exclusively on GWh reductions from efficiency programs and improved energy intensity, as 

measured in kWh. This presents a challenge in the context of beneficial electrification that 

increases electricity usage. 

As an outcome of its most recent rate case, National Grid won NY Public Service Commission 

approval for one gas EAM and four electric EAMs. One of the earnings categories is “Carbon 

Reduction,” which can be met by beneficial electrification and is measured in terms of its relative 

contribution to total avoided CO2. If National Grid meets its maximum targets, it will receive a 

positive revenue adjustment, up to $68M over three years. At the time of writing this report, Central 

Hudson Gas and Electric had requested clarification and a rehearing on its EAMs.31 We expect 

to see other EAM proposals as additional utilities file rate cases.  

Utilities can encourage heat pump adoption by incorporating the following elements as they 

develop their energy efficiency and electrification portfolios and associated EAMs: 

• Coordinated delivery of programs promoting energy efficiency, behind-the-meter DERs 

(e.g., load shifting, demand response, and customer-sited storage), and electrification 

programs for both buildings and vehicles. Program silos that separate electrification from 

energy efficiency may lead to market confusion and inefficiencies, as well as missed 

opportunities to right-size renewable energy systems and include controls with equipment 

installations.32 

• Demand flexibility, or load shifting, is a key ingredient to reducing GHG emissions with 

heat pumps. Using controls to pre-heat and pre-cool can significantly reduce emissions 

by shifting load from grid peak (high marginal emissions factors from peaker plants) to off-

peak (increasingly likely to be solar and wind).33 

• Savings methodologies that count all the savings from heat pump installations, 

including displaced fossil fuels from heat pump retrofits and electric savings from heat 

pumps installed for cooling. Savings methodologies should also account for increases in 

electricity usage from heat pump installations that involve fuel switching. Utilities should 

ensure their Benefit-Cost Analysis handbooks reflect the same approach to counting all 

savings.34  

                                                
31 Cases 17-E-0459, 17-G-0460 - Proceeding on Motion of the Commission as to the Rates, Charges, Rules and Regulations of 
Central Hudson Gas & Electric Corporation for Electric & Gas Service; Central Hudson Gas & Electric Corporation’s Petition for 
Clarification and Rehearing 
32 Levin, E., 2018. “Getting from Here to There: How Efficiency Programs Can Go Beyond MWh Savings to Next-Generation Goals.” 
Proceedings of the 2018 Summer Study of Energy Efficiency in Buildings. Washington, DC: ACEEE. 
http://aceee.org/files/proceedings/2018/node_modules/pdfjs-dist-viewer-
min/build/minified/web/viewer.html?file=../../../../../assets/attachments/0194_0286_000100.pdf .  
33 Delforge, P. and J. Vukovich, 2018. “Can Heat Pump Water Heaters Teach the California Duck to Fly?” Proceedings of the 2018 
Summer Study of Energy Efficiency in Buildings. Washington, DC: ACEEE. 
http://aceee.org/files/proceedings/2018/node_modules/pdfjs-dist-viewer-
min/build/minified/web/viewer.html?file=../../../../../assets/attachments/0194_0286_000088.pdf.  
34 Case 14-M-0101, Proceeding on Motion of the Commission in Regard to Reforming the Energy Vision, Order Establishing the 
Benefit Cost Analysis Framework (issued January 21, 2016) (BCA Order). 

 

http://aceee.org/files/proceedings/2018/node_modules/pdfjs-dist-viewer-min/build/minified/web/viewer.html?file=../../../../../assets/attachments/0194_0286_000100.pdf
http://aceee.org/files/proceedings/2018/node_modules/pdfjs-dist-viewer-min/build/minified/web/viewer.html?file=../../../../../assets/attachments/0194_0286_000100.pdf
http://aceee.org/files/proceedings/2018/node_modules/pdfjs-dist-viewer-min/build/minified/web/viewer.html?file=../../../../../assets/attachments/0194_0286_000088.pdf
http://aceee.org/files/proceedings/2018/node_modules/pdfjs-dist-viewer-min/build/minified/web/viewer.html?file=../../../../../assets/attachments/0194_0286_000088.pdf
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• Ambitious goals for utility energy savings in the form of TBtu savings from all fuels, 

including unregulated fuels, in addition to existing targets for electricity (GWh) and natural 

gas (therm) savings from regulated fuels.35 Establishing “total energy” savings targets will 

help to align utility program delivery with the 2025 energy efficiency target. New total 

energy savings goals should complement, not replace, existing targets focused on peak 

demand reduction and electricity savings as a percentage of annual retail sales.  

• Adjustments to existing outcome-oriented EAMs to account for beneficial 

electrification. For example, Con Edison’s energy intensity EAM, can be updated by 

adjusting kWh usage measurements for beneficial electrification using NYSERDA heat 

pump adoption data, so that utilities are not penalized for encouraging electrification. 

• Explicit sub-targets and associated EAMs for both program-based and outcome-

based total energy savings from heat pumps. Utilities should work closely with 

NYSERDA to determine each utility’s share of the statewide, outcome-based total energy 

target for savings from heat pump installations. Utilities should consider adding a new 

outcome-based EAM for TBtu savings from heat pumps. This EAM would encompass 

program-based savings from heat pump installations, as well as market transformation 

savings from NYSERDA initiatives in the utility’s service territory. Collectively, the utility 

outcome-based EAM would roll up to the 30 TBtu statewide target.   

• Interim total energy savings targets that put each utility on a trajectory to achieve 

the 2025 efficiency goals. Utilities should establish annual savings targets for 2019-2025 

to encourage a rapid ramp-up of energy efficiency and building electrification programs. 

Figure 1 illustrates how utility program achievement-based and outcome-based targets could add 

up to a statewide target for TBtu savings from heat pumps. While Figure 1 shows this framework 

for just two utilities for simplicity, in reality, all the investor-owned electric and gas utilities in New 

York State would be responsible for a share of the statewide target. 

                                                
35 As buildings are electrified, some recommend setting total energy goals in units of KWh rather than Btu. New York should 
consider shifting its efficiency goals to total energy KWh over time. For the purposes of this report, we recommend Btu goals for 
consistency with the 185 TBtu energy efficiency target. 
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Figure 1. Illustrative Framework for Statewide and Utility Heat Pump Savings Targets 

 

NYSERDA and Utility Program Coordination 
Clarifying and streamlining the role of utilities and NYSERDA will help provide consistent market 

signals and drive heat pump adoption. It should be clear to manufacturers, distributors, 

contractors, and end-users which entity is responsible for which part of the market.  

As previously noted, New York’s current landscape for heat pump programs confuses the market, 

with inconsistent utility offerings and incentive designs. Further, when utilities do offer incentives 

for heat pumps, they are relatively low. While in most cases the utilities offer incentives in the form 

of downstream rebates for commercial and residential customers, Con Edison has recently shifted 

to a midstream incentive design for residential customers that pays incentives to distributors, who 

then pass through at least 50 percent of the incentive to contractors. Upstream and midstream 

incentive designs typically involve a high level of engagement with the supply channel, creating 

the potential for overlap between Con Edison’s efforts and NYSERDA’s market development 

activities and midstream contractor incentives. 

A recent report on driving the regional heat pump market found that most successful programs 

combine two implementation elements: (1) midstream program design and supply channel 

engagement, to move the market and support marketing and training; and (2) significant 

incentives (at least $500 per unit for ductless mini-splits).36 The most successful midstream 

program designs include a set customer incentive that is applied as an instant discount via 

wholesale distributors, combined with an administrative fee on a per-unit basis to distributors 

and/or contractors to cover the time they spent on program data reporting and training contractors 

on installation of the high-efficiency equipment. Based on this experience, we suggest the 

following program elements to incorporate these best practices into NYSERDA’s heat pump 

offerings and align utility and NYSERDA offerings. 

                                                
36 NRDC and VEIC, Driving the Heat Pump Market. 
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TBtu Savings from Heat Pumps
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Market 
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• Statewide umbrella initiative for market consistency. NEEA’s heat pump market 

development program, GoingDuctless.com, offers a good model for New York.37 Under 

this model, one entity would serve as a central portal to provide: 1) upstream program 

administration; 2) standard administrative fees for distributors and, if needed, incentives 

for installation contractors; 3) consistent training requirements for participating contractors 

across New York; 4) consistent equipment performance standards to drive scale and 

efficiency, building on the Northeast Energy Efficiency Partnerships (NEEP) specification 

for cold climate heat pumps;38 5) engagement with manufacturers, distributors, and 

contractors around marketing and sales campaigns and strategies; and 6) data collection, 

particularly distributor sales data, rebate tracking data, utility surveys, and installer 

surveys. Given its responsibilities for statewide market development, NYSERDA is the 

logical choice to play the upstream and midstream role of intervening to accelerate 

adoption of heat pumps in the market. Under this model, the utilities would continue 

provide the direct interface with customers and provide incentive payments to customers. 

• Centralized structure for coordination on energy efficiency and electrification goals 

and programs. Building on New York’s previous experience with a centralized advisory 

group that supported implementation of the Energy Efficiency Portfolio Standard (EEPS), 

a similar structure should be established to facilitate statewide coordination on target-

setting, budgets, and program implementation. The structure should focus on target 

setting, as well as high-level alignment of goals and core program designs, while still 

allowing utilities the flexibility to innovate and test new models. 

• Utilities as the lead for end-use customer engagement and incentives. Following the 

Going Ductless model, individual New York utilities would be able to co-brand and 

determine appropriate incentive levels for qualified equipment. NYSERDA could 

administer an upstream program for heat pumps and incorporate the utility incentives as 

a 100% pass-through to customers. This represents a change from the Con Edison 

residential incentive design, in which distributors have the discretion to pass a portion of 

the incentive to the installation contractor. Our research indicates that 100% pass-through 

of the customer incentive in the form of an instant discount is most effective. According to 

a recent NEEA market evaluation, first cost was identified as a primary barrier to heat 

pump adoption, and paying incentives only to distributors and contractors does not 

address this barrier.39 Additionally, allowing distributor discretion introduces an 

unnecessary element of risk in which contractors can get different deals from different 

distributors. Market actors highly value consistency in program design and incentive 

offerings. NYSERDA’s coordinating role can provide this market consistency and 

streamline market engagement, while still allowing utilities to co-brand and market heat 

pump offerings to customers and set incentive levels within their budget. 

• Robust incentives. Research indicates that customer incentives of at least $500 per unit 

for residential heat pumps are most-effective to jumpstart the market. New York utilities 

that do not currently offer residential incentives for heat pumps should introduce them, 

and utilities that currently incentivize residential ASHPs should increase incentives above 

the current $100-$250 level. In addition to customer incentives funded by the utilities, 

                                                
37 NEEA. Going Ductless. https://goingductless.com/.  
38 Currently, New York utilities appear to be using different performance criteria for heat pumps and do not consistently require the 
NEEP specification.  
39 Lee, Lobkowicz, Wang, Ratcliffe, Horkitz. And Chrzan. 2017. “Northwest Ductless Heat Pump Initiative:  Market Progress 
Evaluation Report 6.” (NEEA Report E18-364.) Portland, Ore.: Cadmus Group for the Northwest Energy Efficiency Alliance. 
https://neea.org/img/uploads/northwest-ductless-heat-pump-initiative-market-progress-evaluation-report-6.pdf.  

https://goingductless.com/
https://neea.org/img/uploads/northwest-ductless-heat-pump-initiative-market-progress-evaluation-report-6.pdf
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NYSERDA should provide a distributor administrative fee and, if still needed to drive the 

market, an ongoing contractor incentive. Utilities should also be encouraged to offer higher 

incentives for heat pumps that are installed with control capabilities to support load shifting 

and peak demand reduction.  

• Extra support for low-income customers and communities. A critical component of 

NYSERDA’s responsibilities is ensuring that low and moderate-income (LMI) customers 

can benefit from the clean energy transition. NYSERDA should continue its efforts to reach 

underserved communities through its Clean Heating and Cooling community program, and 

explore the possibility of offering enhanced heat pump incentives for LMI customers.   

• Integrated financing. Utilities should be encouraged to partner with the New York Green 

Bank as well as NYSERDA’s financing options: the On-Bill Recovery Loan and the Smart 

Energy Loan. NYSERDA should ensure that these financing vehicles are available to 

support all types of residential heat pumps (it appears that only GSHPs are currently 

eligible). It should continue to offer enhanced financing options for LMI customers.  

• Robust budgets dedicated to building electrification. Under REV, NYSERDA and 

utilities have different funding sources and mechanisms, and some utilities are 

transitioning to a new approach to fund efficiency and DER programs through rate cases, 

rather than system benefit charges. Regardless of the funding mechanism, it will be 

important to fund building electrification programs at a level commensurate to their 

contribution to the state’s efficiency and climate goals. At a high level, building 

electrification is projected to contribute approximately 17% of the 185 TBtu energy savings 

target by 2025. A reasonable starting point, therefore, may be to dedicate approximately 

17% of the total funding for energy efficiency programs in New York (across all utilities 

plus NYSERDA) to building electrification. Providing long-term guidance to utilities about 

the rough size of the anticipated funding stream for building electrification programs will 

help utilities to design programs to scale year over year, while simultaneously encouraging 

long-term investment from private market actors. 

Electric and Gas Program Coordination 
New York regulators have already begun the shift towards addressing efficiency on a 

comprehensive basis. By setting statewide efficiency targets on a TBtu basis, the “New Efficiency: 

New York” plan puts includes savings from electricity, natural gas, and unregulated fuels. While 

the new goal is inclusive of all end-use energy consumption, utilities have not yet made this shift 

in their energy efficiency targets and programs. All of New York’s investor-owned electric utilities 

also provide natural gas service, plus there are several gas-only utilities. Many of the utilities offer 

incentives for natural gas heating equipment in addition to heat pumps. Unlike many other states, 

efficiency programs in New York do not appear to have program rules in place that explicitly 

discourage fuel switching. This absence of a common barrier created by program designs is 

helpful. Additionally, the fact that many utilities provide both electric and gas service means that, 

in general, they may view building electrification as an opportunity rather than a threat to their 

core business.  

These are important advantages, but New York faces some challenges as well. The fact that 

many service territories, including New York City, are served by different utilities for electric and 

gas creates program coordination challenges and makes it more complicated to establish total 

energy savings goals for each utility. Regulators and utilities should consider additional steps to 

evolve the natural gas efficiency programs in the context of building electrification: 
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• Phase out conversions from unregulated fuels to natural gas. Several utilities offer 

substantial incentives for natural gas conversions, while others emphasize rebates for 

natural gas equipment rather than heat pumps. Natural gas conversion programs should 

be revisited in the context of the state’s carbon goals, and in all or most cases phased out 

in favor of fuel switching programs that promote a switch to heat pumps, administered by 

the service territory’s electric utility. New York’s regulatory structure should encourage 

electric and gas utilities to work together on this phase-out process.  

• Incentivize hybrid heat pumps. Gas utilities should begin offering incentives to promote 

hybrid heat pumps as an option for natural gas-heated homes with central air conditioning. 

• Promote all-electric heating equipment in new construction. High-efficiency new 

homes with tight, well-insulated building envelopes can rely on heat pumps for heating 

and cooling without needing backup heating systems – even in cold climates like upstate 

New York. Ensuring that new construction programs and building energy codes encourage 

or require all-electric new construction will help New York accelerate the transition to the 

homes of the future, and avoid locking homeowners into fossil fuels for the long-term. 

• Promote fuel switching in gas utility service territories with capacity constraints. 

Con Edison has recognized that due to a growing shortfall of peak gas day pipeline 

capacity, the company will either need additional pipeline capacity or find another way to 

balance supply and demand on its natural gas system. To address this, Con Edison is 

seeking innovative partnerships to convert natural gas customers to heat pumps.40  

• Develop methods to adjust utility targets and EAMs for overlapping electric-gas 

service territories. As shown in Figure 2, electric and gas service territories overlap in 

several regions of the state. In general, utilities should coordinate on program design so 

they do not duplicate customer incentives for heat pumps, and whichever utility is 

providing the incentive should claim the program achievement-based savings. Outcome-

based targets are more complicated. One option is to assign outcome-based targets for 

electrification only to the electric utilities. Another is to make adjustments to account for 

the electric utility’s program-related savings caused by the natural gas utility serving the 

area, and vice versa. This is simpler than using oil and gas usage forecasts and 

measurements within the utility service territory, because those numbers would have to 

be adjusted for the many non-utility related uses of those fuels.  

                                                
40 Con Edison, Gas Innovation Program, Business Innovation to Accelerate Renewable Thermal Adoption, RFI. 
https://www.coned.com/-/media/files/coned/documents/business-partners/business-opportunities/clean-thermal/request-for-
information.pdf?la=en  

https://www.coned.com/-/media/files/coned/documents/business-partners/business-opportunities/clean-thermal/request-for-information.pdf?la=en
https://www.coned.com/-/media/files/coned/documents/business-partners/business-opportunities/clean-thermal/request-for-information.pdf?la=en
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Figure 2. New York’s Overlapping Electric and Gas Service Territories 

 

State and Local Building Codes 
As noted in NYSERDA’s “Renewable Heating and Cooling Policy Framework,”41 state and local 

building codes may be a missed opportunity to promote heat pump technology. The Framework 

recommends integrating renewable heating and cooling into both the Build Smart NY initiative 

and New York State’s Stretch Code for new construction and existing building retrofits. While this 

report supports using building codes to support heat pump adoption. However, advancing heat 

pumps through building codes can be a challenge given federal preemption rules. 

Like most states, New York adopts the International Energy Conservation Code (IECC). The IECC 

is subject to federal preemption rules that prohibit the IECC from specifying minimum mechanical 

system and consumer product efficiencies above the minimum federal standard. Equipment and 

products covered under the federal preemption provision are generally known as “covered 

products.” Studies have estimated that up to 80 percent of energy consumption in residential 

buildings is attributed to covered products and thus outside the purview of local building energy 

codes, including HVAC and water heating equipment.42 The inability for building energy codes to 

prescribe high-efficiency mechanical equipment makes it difficult to encourage high-efficiency or 

zero energy building practices through the prescriptive compliance path of the IECC, as well as 

inclusion of high-efficiency electric heating and hot water systems such as ASHPs. However, 

some states and jurisdictions are successfully working around this limitation by adopting local 

amendments to the standard IECC. Local amendment options include:  

• Limiting the compliance options to only a performance-based path, which enables builders 

to choose what combination of envelope and mechanical equipment efficiencies meet the 

compliance requirement;  

                                                
41 NYSERDA, 2017, “Renewable Heating and Cooling Policy Framework.” https://www.nyserda.ny.gov/-
/media/Files/Publications/PPSER/NYSERDA/RHC-Framework.pdf 
42 Alex Chase et al, Federal Appliance Standards Should be the Floor, Not the Ceiling: Strategies for Innovative State Codes & 
Standards, (ACEEE 2012) 
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• Developing multiple prescriptive paths that include options for higher mechanical 

efficiencies, while maintaining at least one package that utilizes the federal minimum 

standard; or  

• Including an additional high-efficiency “options” package from which builders must choose 

a minimum number of additional efficiency requirements. These options include high-

efficiency mechanical systems, but because any given option is not required, but 

voluntary, the Options package approach is not restricted by federal preemption rules.   

NYSERDA’s proposed stretch code uses the third path, inclusion of a high-efficiency options 

package.43 Section R407, Additional Energy Efficiency Credits, requires buildings to achieve a 

certain number of credits to comply with the code. Credits may be obtained from a high efficiency 

building shell, mechanical equipment, and/or renewable energy options. While the proposed NY 

Stretch code does not directly require heat pump technology, the intent is to incorporate the 

technology into the code in a manner that does not trigger federal preemption, but encourages 

builders to consider higher efficiency mechanical systems.   

Vermont expects to take a similar approach with its base and stretch codes to be adopted in 2019. 

Vermont stakeholders intend to assign higher points to heat pump technology over high efficiency 

fossil fuel systems to further encourage adoption of that technology. Massachusetts stretch code, 

in contrast, uses the first approach, limiting code compliance to a performance-based path. 

Compliance with the MA stretch code is achieved by meeting a set performance threshold such 

as ENERGY STAR, Passive House, or a minimum HERS Index. Using this option, heat pump 

technology is not directly encouraged or discouraged, but builders may opt to select that 

technology as the best means of meeting the given performance threshold without triggering 

federal preemption. 

Market Development Strategies 
NYSERDA currently leads myriad market development strategies for both emerging and proven 

heat pump technologies, outlined in documents such as the 2017 Renewable Heating and Cooling 

Policy Framework44 and the Renewable Heating & Cooling Chapter of the Clean Energy Fund 

(CEF) Investment Plan (2017).45 These efforts should continue and expand to meet the state’s 

heat pump targets.  

Heat pumps have been used for decades to efficiently heat and cool homes in moderate climates 

in the United States and cold climates abroad. Recent technological advances have made them 

an attractive and cost-effective option in cold climates, and ASHPs are rapidly growing in 

popularity. The most popular type of ASHP, ductless mini-splits, are likely to be the most common 

heat pump technology in New York. In heat pump potential studies, ASHPs have been found to 

be more cost-effective than GSHPs for all applications.46 

                                                
43 NYSERDA, 2018 Draft NYStretch Code-Energy. https://www.nyserda.ny.gov/-/media/Files/Programs/energy-code-training/Draft-
NYStretch-Code-Energy-2018.pdf  
44 NYSERDA, 2017, “Renewable Heating and Cooling Policy Framework.” https://www.nyserda.ny.gov/-
/media/Files/Publications/PPSER/NYSERDA/RHC-Framework.pdf 
45 NYSERDA, 2017. “Clean Energy Fund Investment Plan: Renewable Heating & Cooling Chapter.” https://www.nyserda.ny.gov/-
/media/Files/About/Clean-Energy-Fund/cef-renewable-heating-and-cooling-chapter.pdf.  
46 New York State Energy Research and Development Authority, 2015. Heat Pumps Potential for Energy Savings in New York 
State. Original release date, July 2014. Report No. 14-39. https://www.nyserda.ny.gov/- 
/media/Files/EDPPP/Energy-Prices/Current-Outlook/Presentations/Heat-Pumps-Potential.pdf.  

https://www.nyserda.ny.gov/-/media/Files/Programs/energy-code-training/Draft-NYStretch-Code-Energy-2018.pdf
https://www.nyserda.ny.gov/-/media/Files/Programs/energy-code-training/Draft-NYStretch-Code-Energy-2018.pdf
https://www.nyserda.ny.gov/-/media/Files/About/Clean-Energy-Fund/cef-renewable-heating-and-cooling-chapter.pdf
https://www.nyserda.ny.gov/-/media/Files/About/Clean-Energy-Fund/cef-renewable-heating-and-cooling-chapter.pdf
https://www.nyserda.ny.gov/-/media/Files/EDPPP/Energy-Prices/Current-Outlook/Presentations/Heat-Pumps-Potential.pdf
https://www.nyserda.ny.gov/-/media/Files/EDPPP/Energy-Prices/Current-Outlook/Presentations/Heat-Pumps-Potential.pdf
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According to the CEF Investment Plan for Renewable Heating and Cooling, conventional HVAC 

installers and project developers are developing solid understanding and experience with ASHPs. 

For proven technologies like ASHPs, an upstream umbrella initiative that builds on NYSERDA’s 

market development initiatives would advance the market by creating a standard, statewide 

approach to program design, supply channel engagement, and contractor and customer training. 

Specific focus areas for further ASHP market development include: 

• Build cross-industry links with the electrical wholesale supply channel and electricians 

(as done with solar) to increase the value opportunity for a growing workforce. 

• Adopt the NEEP Cold Climate Heat Pump Specification to promote high efficiency heat 

pumps, consistently with other states in the region like Maine and Vermont. Nearly half of 

the ASHPs installed in New York State in 2016 had an HSPF high enough to qualify, and 

there is opportunity to increase that significantly.  

• Work with heat pump and thermostat manufacturers to develop and integrate control 

capabilities, to ensure that building electrification does not result in increased peak 

demand. 

While ASHPs are currently the most common technology, New York should also explore and 

promote heat pump technologies and applications that are less established in the state. For 

example, the CEF Investment Plan notes that HVAC installers and project developers largely lack 

experience and technical expertise to evaluate feasibility and execute projects involving GSHPs 

and VRFs.  

VRFs are not currently promoted by NYSERDA, but VRFs excel in serving buildings requiring 

“comfort cooling” (e.g. offices, multifamily) and have enormous potential to reduce energy use in 

New York City. Continued efforts are needed to reduce the soft and upfront costs of GSHPs, 

which provide highly efficient cooling and heating and can contribute to peak load reductions 

(GSHPs exhaust heat to the absorbent, cool ground as opposed to hot outdoor air).47 NYSERDA 

should consider the following steps to support emerging heat pump technologies and applications: 

• Develop VRF case studies and marketing materials. NYSERDA can help to educate 

the commercial building market on the improved performance characteristics of VRFs and 

best practices for meeting building standards. Case studies, testimonials, and marketing 

materials are needed to counter misconceptions and raise awareness. Case studies and 

examples should address a variety of applications, given the wide variation in climate and 

building stock between upstate New York and the New York City metro region. 

• Aggressively promote VRFs in commercial and residential new construction and 

building codes, consistent with an overarching strategy to encourage all-electric heating 

equipment in new construction. 

• Evaluate and support accelerated transition of heat pumps to lower global warming 

potential (GWP) refrigerants. Although not unique to heat pumps, risk of refrigerant leaks 

could reduce the significant climate benefits of the technology. Developing a multi-faceted 

approach to mitigating refrigerant leaks includes support for proper design and installation 

practices, compliance with existing refrigerant safety standards, and advancement of 

natural refrigerants to replace use of higher GWP refrigerants. 

• Explore distributor incentives for VRF technology. As previously discussed, upstream 

and midstream program approaches that engage wholesale distributors are effective 

                                                
47 Heat & Cool: Heat Pump Systems, https://www.energy.gov/energysaver/heat-and-cool/heat-pump-systems  

https://www.energy.gov/energysaver/heat-and-cool/heat-pump-systems
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because the distributors control stocking and upselling and directly engage and train 

contractors, mechanical engineers, and architects. 

• Develop regional standards for VRFs in the Northeast. New York stakeholders should 

work with NEEP to develop a regional performance specification to promote the highest 

efficiency VRFs, while supporting a diverse mix of technologies and manufacturers.  

• Review building code barriers to VRF technology. Recent IECC 2015 code adoption 

has inadvertently increased costs for VRF applications with requirements for economizers. 

NYSERDA and state should review building codes to avoid creating barriers or 

unnecessary costs for new heat pump technologies. 

• Consider creating a VRF “Clean Energy Challenge” as NYPA and NYSERDA did for 

GSHP technology, to encourage state buildings to “lead by example” in adopting VRFs.48  

• Accelerate NYSERDA’s soft cost reduction strategy for GSHPs and maximize the 

proposed targeted cost-shared technical assistance for larger projects to address the 

higher pre-development costs.49  

• Develop and fund demonstration projects that explore the potential for GSHPs to 

promote grid flexibility, such as improved load factor or peak demand reduction. 

                                                
48 NYPA. https://www.nypa.gov/about/geothermalchallenge.  
49 NYSERDA, 2017. “Clean Energy Fund Investment Plan: Renewable Heating & Cooling Chapter.” https://www.nyserda.ny.gov/-
/media/Files/About/Clean-Energy-Fund/cef-renewable-heating-and-cooling-chapter.pdf.  

https://www.nypa.gov/about/geothermalchallenge
https://www.nyserda.ny.gov/-/media/Files/About/Clean-Energy-Fund/cef-renewable-heating-and-cooling-chapter.pdf
https://www.nyserda.ny.gov/-/media/Files/About/Clean-Energy-Fund/cef-renewable-heating-and-cooling-chapter.pdf
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Appendix A: 2018 Heat Pump Incentives Offered by New York Utilities 

Definitions. EER is energy efficiency ratio, the relationship between cooling capacity in Btu and required power input in Watts. The 

higher the number, the greater the efficiency. Tiers refer to relative efficiency, as determined by the Consortium for Energy Efficiency 

and ENERGY STAR®. The higher the tier number, the more efficient the appliance. Tier designations help utility programs establish 

rebate and incentive levels. SEER refers to seasonal energy efficiency ratio; and HSPF refers to heating seasonal performance factor, 

the primary metric for measuring the efficiency of air source heat pumps. The higher the number, the more energy efficient it is.  

Product 
Rebate or 
incentive 

HSPF SEER EER Comments 

CENTRAL HUDSON GAS & ELECTRIC 

Air source heat pumps – residential     
Eligible sectors: Residential, Low-
Income 

Tier 1 $350 ≥ 8.5 > 15 > 12 

Tier 2 $500 ≥ 9.0 > 16 ≥ 13 

Electronically commutated motor $200    Must be installed on heat pump 

Air source heat pumps - commercial     Eligible sectors: Commercial, Industrial 

< 5.42 tons $125 / ton ≥ 8.5 ≥ 15 ≥ 12  

≥ 5.42 tons, and < 11.25 tons $75 / ton   ≥ 12 ≥ 12.4 IEER, and ≥ 3.4 COP 

≥ 11.25 tons, and < 20 tons $75 / ton   ≥ 12 ≥ 12.4 IEER, and ≥ 3.4 COP 

≥ 20 tons, and < 63.3 tons $75 / ton   ≥ 10.9 ≥ 12.0 IEER, and ≥ 3.4 COP 

≥ 63.3 tons $60 / ton   ≥ 10.5 ≥ 11.0 IEER, and ≥ 3.3 COP 

CON EDISON 

Central air source heat pump     

Eligible sectors: Residential Single-
Family and Multifamily, Small 
Commercial 

  Tier 1 $100 / ton ≥ 9 ≥ 18 ≥ 13 

  Tier 2 $150 / ton ≥ 9 ≥ 20 ≥ 13 

Ductless mini-split heat pump     

  Tier 1 $200 / ton ≥ 9 ≥ 18 ≥ 12 

  Tier 2 $225 / ton ≥ 9 ≥ 20 ≥ 13 

NATIONAL GRID 

HVAC systems 
Varies. See 
Comments 

   Eligible sector: Commercial, Industrial 
(Upstate NY only) 
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Product 
Rebate or 
incentive 

HSPF SEER EER Comments 

Customized incentives for large C&I 
customers, with tiered incentives for 
completing 3, 4, and 5 projects. HVAC 
is one of the measures eligible for 
incentives and the tiered bonuses 

NYSEG 

Air conditioner or heat pump < 20 tons     

Eligible sectors: Commercial, 
Industrial, Local Government, 
Nonprofit, State Government, Federal 
Government, Tribal Government, 
Agricultural, Institutional 

  Tier 1 $80 / ton   11.5 

  Tier 2 $100 / ton   12.0 

Air conditioner or heat pump, between 
20 and 63 tons  

    

  Tier 1 $50 / ton   10.5 

  Tier 2 $90 / ton   12.0 

Air conditioner or heat pump ≥ 63 tons $25 / ton   9.7 
+ $5 / ton for each 0.1 EER above 
minimum qualifying EER 

ORANGE & ROCKLAND 

Heat pumps     Eligible sectors: Commercial, 
Industrial, Local Government, 
Nonprofit, Schools, State Government, 
Federal Government, Multifamily 
Residential, Institutional 

  < 5.4 tons $25 / ton   14.0 

  5.4 to < 11.25 tons $25 / ton   10.8 

  ≥ 11.25 to < 20 tons $25 / ton   10.4 

  ≥ 20 tons $25 / ton   9.3 

PSEG LONG ISLAND 
Air source heat pumps     

Eligible sectors: Construction, 
Residential, Installers / Contractors, 
Multifamily Residential, Low-Income 
Residential 

  Tier 1 $350 / system ≥ 8.5 ≥ 15  

  Tier 2 $450 / system ≥ 8.5 ≥ 16  

Ductless mini-split heat pumps     

  Tier 3 $250 / system ≥ 8.5 ≥ 18  

Ground source heat pumps     
Many specifications (not presented 
here) about water to air, water to 
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Product 
Rebate or 
incentive 

HSPF SEER EER Comments 

water, for closed- and open-loop 
systems. Using DGX as an exemplar. 

  Tier 1: DGX  

$1,000 / ton 
(new) 

 
$500 / ton 
(retrofit) 

  
≥ 16 and 

≤ 21 
COP ≥ 3.6 

  Tier 2: DGX 

$2,000 / ton 
(new) 

 
$700 / ton 
(retrofit) 

   
Higher across all types. 
COP ≥ 4.0 

ROCHESTER GAS & ELECTRIC 

Air conditioners or heat pumps ≥ 5.4 to 
20 tons 

    

Eligible sectors: Commercial, 
Industrial, Local Government, 
Nonprofit, State Government, Federal 
Government, Tribal Government, 
Agricultural, Institutional 

  Tier I $80 / ton   11.5 

  Tier II $100 / ton   12.0 

Air conditioner or heat pump ≥ 20 tons 
and < 63 tons 

    

  Tier I $ 50 / ton   10.5 

  Tier II $90 / ton   10.8 

Air conditioner, heat pump ≥ 63 tons 
and < 300 tons 

$25 / ton   9.7 
+ $5 / ton for each 0.1 EER above 
minimum qualifying EER 
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Sources for Utility Incentives 

Central Hudson 

Residential: http://www.savingscentral.com/pdf/rebate_electricgas_residential.pdf   

Commercial: http://www.savingscentral.com/pdf/rebate-eligibility-prescriptive.pdf 

 

Con Edison 

Commercial: https://www.coned.com/-/media/files/coned/documents/save-energy-money/rebates-incentives-tax-credits/rebates-

incentives-tax-credits-for-commercial-industrial-buildings-customers/hvac-program-guidelines.pdf?la=en  

 

National Grid 

Commercial: https://www.nationalgridus.com/media/pdfs/bus-ways-to-save/ee7151-uny-tiered-incentive-program.pdf.  

 

NYSEG 

Commercial: 

http://nyseg.com/MediaLibrary/2/5/Content%20Management/Shared/UsageAndSafety/PDFs%20and%20Docs/NYSEG_RGE_CIRP_

Electric_Non_Lighting_Application.pdf.   

 

Orange & Rockland 

Commercial: https://www.oru.com/-/media/files/oru/documents/saveenergyandmoney/incentives-and-rebates/commercial-and-

industrial/prescriptive-hvac-measures.pdf?la=en.  

 

PSEG Long Island 

Residential: https://www.psegliny.com/saveenergyandmoney/energystarrebates.  

 

Rochester Gas & Electric 

Commercial: 

http://rge.com/MediaLibrary/2/5/Content%20Management/Shared/UsageAndSafety/PDFs%20and%20Docs/NYSEG_RGE_CIRP_El

ectric_Non_Lighting_Application.pdf 

 

  

http://www.savingscentral.com/pdf/rebate_electricgas_residential.pdf
http://www.savingscentral.com/pdf/rebate-eligibility-prescriptive.pdf
https://www.coned.com/-/media/files/coned/documents/save-energy-money/rebates-incentives-tax-credits/rebates-incentives-tax-credits-for-commercial-industrial-buildings-customers/hvac-program-guidelines.pdf?la=en
https://www.coned.com/-/media/files/coned/documents/save-energy-money/rebates-incentives-tax-credits/rebates-incentives-tax-credits-for-commercial-industrial-buildings-customers/hvac-program-guidelines.pdf?la=en
https://www.nationalgridus.com/media/pdfs/bus-ways-to-save/ee7151-uny-tiered-incentive-program.pdf
http://nyseg.com/MediaLibrary/2/5/Content%20Management/Shared/UsageAndSafety/PDFs%20and%20Docs/NYSEG_RGE_CIRP_Electric_Non_Lighting_Application.pdf
http://nyseg.com/MediaLibrary/2/5/Content%20Management/Shared/UsageAndSafety/PDFs%20and%20Docs/NYSEG_RGE_CIRP_Electric_Non_Lighting_Application.pdf
https://www.oru.com/-/media/files/oru/documents/saveenergyandmoney/incentives-and-rebates/commercial-and-industrial/prescriptive-hvac-measures.pdf?la=en
https://www.oru.com/-/media/files/oru/documents/saveenergyandmoney/incentives-and-rebates/commercial-and-industrial/prescriptive-hvac-measures.pdf?la=en
https://www.psegliny.com/saveenergyandmoney/energystarrebates
http://rge.com/MediaLibrary/2/5/Content%20Management/Shared/UsageAndSafety/PDFs%20and%20Docs/NYSEG_RGE_CIRP_Electric_Non_Lighting_Application.pdf
http://rge.com/MediaLibrary/2/5/Content%20Management/Shared/UsageAndSafety/PDFs%20and%20Docs/NYSEG_RGE_CIRP_Electric_Non_Lighting_Application.pdf
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Appendix B: Method for Estimating Energy and GHG Savings 

For each year, we calculated cumulative installations from the running sum of annual installations. 

We then used the quantity to find the year’s energy and emissions savings. 

Cumulative fossil fuel savings (TBtu) = Cumulative units * Fuel savings per unit 

Electric consumption (MWh) = Cumulative units * (electric consumption per unit – electric savings 

per unit) 

Net energy savings (TBtu) = Cumulative fossil fuel savings – (3.412/1000000) * Electric 

consumption 

Growth Rates 

Year 
ASHP/VRF GSHP 

Baseline Moderate High Baseline Moderate High 

2017 4% 14% 20% 2% 4% 10% 

2018 4% 15% 30% 2% 4% 15% 

2019 4% 16% 40% 2% 4% 20% 

2020 4% 17% 50% 2% 4% 25% 

2021 4% 18% 55% 2% 4% 30% 

2022 4% 19% 45% 2% 4% 35% 

2023 4% 20% 35% 2% 4% 35% 

2024 4% 21% 25% 2% 4% 35% 

2025 4% 22% 15% 2% 4% 35% 

2026 4% 23% 10% 2% 4% 35% 

2027 4% 24% 10% 2% 4% 35% 

2028 4% 25% 10% 2% 4% 35% 

2029 4% 26% 5% 2% 4% 35% 

2030 4% 27% 5% 2% 4% 35% 
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Fuel Savings Per Unit 

Tech Units 
Fuel savings 

per unit 
(MMBtu) 

Source 

ASHP 
Average 
household 
system 

20 

Estimate based on fuel switch measures in RI and VT, 
similar to MA EEAC Ductless Mini‐Split Heat Pump 
Impact Evaluation's top 25% - assuming that installer 
and customer knowledge will improve and people will 
get more savings 

GSHP 
Average 
household 
system 

90 
Assumed to replace all heating and cooling in larger 
homes/businesses with more balanced heating/cooling 

VRF 
Square 
foot of 
HVAC 

0.0214 
Adapted from VEIC VRF research for NYSERDA May 
2018 
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Electric Consumption Per Unit 

Tech Units 
Fuel savings 

per unit 
(kWh) 

Source 

ASHP 
Average 
household 
system 

2,093 heating 
 

Fuel savings converted to kWh use using 2.8 annual 
COP, 2000 is estimated from VT study, and similar to 
MA EEAC Ductless Mini‐Split Heat Pump Impact 
Evaluation 

0 cooling 
<400 kWh of annual cooling in MA EEAC Ductless Mini‐
Split Heat Pump Impact Evaluation is less than the 
savings for people who already had cooling 

GSHP 
Average 
household 
system 

6,593 heating Fuel savings in kWh using 4 annual COP 

-332 cooling 
(savings) 

Assuming GSHP is twice as efficient as baseline 
cooling energy from MA EEAC Ductless Mini‐Split Heat 
Pump Impact Evaluation, GSHPs assumed to be 
installed only in spaces that would otherwise have CAC 

VRF 
Square foot of 
HVAC 

-327 cooling 
(savings) 

Adapted from VEIC VRF research for NYSERDA May 
2018 

 

Emissions 
 

Emissions Factors 
Fuel Factor Units Source 

Oil 74 kg CO2/MMBtu EPA  

Electricity today 466 lbs CO2e/MWh eGrid 2016 for NY state 

Electricity 2030 273 lbs CO2e/MWh 

Using numbers from 2018 Power 
Trends discussion of CES to 
estimate RE% today that gives 
today's emissions factor, and what 
emissions would be with 50% RE 
 

For the years between 2018 and 2030, we used linear interpolation to estimate the annual 

emissions factor for the New York grid with continually growing renewable generation. 

 
1990 GHG emissions 

Used as the baseline to calculate contribution to the 40% reduction by 2030: 

212,870,000 tons CO2e 

Energy related emissions, Table S-2, https://energyplan.ny.gov/-

/media/nysenergyplan/final/greenhouse-gas-inventory 

 

https://energyplan.ny.gov/-/media/nysenergyplan/final/greenhouse-gas-inventory
https://energyplan.ny.gov/-/media/nysenergyplan/final/greenhouse-gas-inventory
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July 16, 2018  

 

VIA ELECTRONIC FILING  

Hon. Kathleen H. Burgess  

Secretary  

New York State Public Service Commission  

Three Empire State Plaza  

Albany, New York 12223-1350  

 

Re: 18-M-0084 - In the Matter of a Comprehensive Energy Efficiency Initiative 

 

Dear Secretary Burgess: 

Thank you for the opportunity to provide input on the New Efficiency: New York 

publication (“the Whitepaper”), filed on April 26, 2018, which outlines numerous strategies for 

the State to achieve its recently announced ambitious energy efficiency goals. We submit this letter 

to support  

the New York Public Service Commission (“PSC”) and New York State Energy Research 

& Development Authority (NYSERDA) in enabling the State to effectively reach its goals, with a 

particular focus on empowering building owners to assist the State in achieving its energy 

efficiency targets, as these stakeholders are key partners in realizing New York’s nation-leading 

vision.  

Energy efficiency programs that provide building owners with the assistance they need to 

implement efficiency measures will play an important part in helping to ensure that the State 

achieves its 2025 targets. Such programs provide much-needed resources to owners across the 

state, who have varying levels of financial and technical capacity.  In addition to NYSERDA’s 

initiatives that primarily focus on efforts to transform the energy efficiency market, utility 

programs are critical to the success of New Efficiency: New York’s strategic vision and 

implementation strategy. Utility efficiency initiatives are essential platforms for attracting and 

leveraging greater private sector investment in energy efficiency and provide the direct assistance 

needed to see energy savings materialize “on the ground”.  



 

To that end, it is critical that utilities have the certainty they need to be able to develop and 

implement effective programs in a timely manner, including clarity from the PSC on: 

 

- The year-over-year timeline for ramping up energy savings levels annually through 

2025, including clarity and guidance on what will be needed to achieve higher energy 

efficiency targets starting in January 2019; and,  

 

- the funding mechanism for utility programs, which should ensure cost recovery and 

reasonable returns for utility energy efficiency efforts, similar to other utility 

investments, including transmission and distribution infrastructure. 

 

As utility and NYSERDA initiatives are developed, it is also essential that building owners are 

engaged in these efforts, particularly regarding shaping programs to ensure that they are tailored 

to address what is needed most, in practice.   

 

NYSERDA and the utilities should also work together to develop approaches to address 

significant barriers that still exist to scaling up building energy efficiency. The pursuit of energy 

savings should be made as easy as possible for building owners, reducing the cost and complexity 

of efficiency projects through, for example, the adoption of a streamlined process that: utilizes a 

single point-of-contact for owners; packages incentives, financing, tax credits, etc.; and, simplifies 

participant decision-making.   

 

New York should also reduce any confusion and duplication through seamless integration 

among the varied efficiency efforts of the State, utilities, and local jurisdictions.  Such integration 

will also ensure that these efforts and the capacity available are leveraged to the greatest extent 

possible, particularly as an increasing number of localities move forward with their own climate 

and clean energy goals.  The State can empower localities to help them achieve their energy 

efficiency goals, which will, in turn, help the State achieve its own targets, by facilitating the 

enactment and implementation of local energy efficiency policies.  New York City, in particular, 

has implemented a number of energy efficiency initiatives over the last several years and is 



currently considering the adoption of additional building energy performance requirements. It is 

essential that relevant utility and NYSERDA programs are available and able to support building 

owners’ achievement of such legislative requirements and are also designed with them in mind.  

 

We look forward to working with the State and other stakeholders to ensure that New York’s 

ambitious energy efficiency vision is as effective and successful as possible and are eager to continue 

our engagement on the implementation of this critical initiative.  

 

 

 

Respectfully submitted,  

 

 
Donna De Costanzo 

Director, Eastern Region 

Climate & Clean Energy Program 

Natural Resources Defense Council 

 

 
 

Carl Hum 

General Counsel and Senior Vice President 

The Real Estate Board of New York  

 

 

 
Ronald S. Zeccardi 

President 

The Building Owners & Managers Association  

of Greater New York  
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