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The plan

* Provide some foundation
* Provide Staff’s interpretation

 Discuss some scenarios




What is an EFEL?

Sec. 5. As used in this act:

"Efficient electrification measure"” means an electric appliance or equipment installed in an
existing building to electrify, in whole or in part, space heating, water heating, cooling,
drying, cooking, industrial processes, or another building or industrial end use that would
otherwise be served by combustion of fossil fuel on the premises and that meets best-
practice standards for cost-effective energy efficiency as determined by the commission.

Some additional criteria (Sec 72):

* Provide health and safety benefits

 Reduce total energy consumption at the premises
 Reduce GHG emissions

* Provide annual average energy cost savings
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What is an EFEL?

Sec. 5. As used in this act:

"Efficient electrification measure"” means an electric appliance or equipment installed in an
existing building to electrify, in whole or in part, space heating, water heating, cooling,
drying, cooking, industrial processes, or another building or industrial end use that would
otherwise be served by combustion of fossil fuel on the premises and that meets best-
practice standards for cost-effective energy efficiency as determined by the commission.

« By definition: involves fuel switching. However, EWR definition did not change.

« Staff’s interpretation is this excludes EVs, electric bicycles, lawn mowers and other yard
tools. These are not displacing building loads.

« Implementation would also be problematic. What is the baseline fuel for bicycles? Many
yard tools are already electric (blowers, hedgers, edgers, weed-whackers). No
conversion given for gasoline.
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How are EFEL impacts measured?

« Defined in Sec 72(2): reduction in total energy consumption
« = fossil fuel energy consumed by the base measure —
electric energy consumed by the EFEL
* First term is found by a Btu to kWh conversion
* First term must > second term
 Though result is in KWh, it represents energy reduction
across fuel types, not the impact on the electric system.




How are EFEL impacts measured?

Sec. 72. (1) Beginning January 1, 2025, an electric provider may implement an efficient electrification measures
plan under section 71(6). The efficient electrification measures under the efficient electrification measures plan shall
provide health and safety benefits to occupants of the premises or satisfy all of the following:

(a) Reduce total energy consumption at the premises.
(b) Reduce greenhouse gas emissions due to energy use over the life of the electrification measure.

(c) For residential and commercial customers interconnected at secondary voltage, provide annual average
energy cost savings.

(2) For the purposes of subsection (1)(a), reduction of energy consumption at the customer premises shall
be calculated as the amount by which A exceeds B, where:

(a) A equals the reduction in Btu consumption of fossil fuels as a result of electrification, converted to
kilowatt- hour equivalents by dividing by 3,412 Btus per kilowatt hour.

(b) B equals the increase in kilowatt hours of electricity consumption resulting from the displacement
of fossil fuel consumption as a result of electrification.

(3) An efficient electrification measures program under subsection (1) shall not have the effect of increasing electric
rates for customers that do not participate in the program.

(4) An electric provider may recover the costs of an efficient electrification measures program.

8




Categories of EFELs

Effectively, they may be broken into Sec. 77(4) measures and non-Sec. 77(4) measures:

Sec. 77(4):

If an electric provider has a program to promote the installation of qualifying cold-climate
air-source heat pumps or qualifying ground-source heat pumps and includes incentives
to improve building envelope energy efficiency for participating homes, the electric provider
may count the savings from the building envelope efficiency improvements toward each
year's annual savings requirement.

» |.e., installation of an electric clothes dryer, water heater, or stove does not yield envelope
savings for the electric provider.

» For the electric provider to claim the envelope savings, the CCHP or GSHP must be part
of the project.
* Note: there is not an EFEL reduction target, envelope savings count to EWR.
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Can EFEL reductions be claimed as EWR?

Sec 77(3)

An electric provider whose rates are regulated by the commission shall not include
electrification measures in the calculation of its energy waste reduction savings for purposes
of meeting the energy waste reduction standard or for determining eligibility for incentives
under section 75.

If an electric provider whose rates are not regulated by the commission implements an
efficient electrification measures plan as authorized by section 72, any reduction in energy
consumption at a customer premises from the conversion of fossil fuel use to electric
equipment qualifies as incremental energy savings for the purposes of subsections (1) and
(2). The reduction in energy consumption shall be calculated as provided in section 72(2).




Can EFEL reductions be claimed as EWR?

Sec 77(6)

A natural gas provider may claim natural gas savings resulting from investments in
qualifying efficient electrification measures, or investments in building envelope efficiency
improvements made as part of projects involving qualifying efficient electrification measures,
if the savings are not also counted toward an electric utility's savings goals.

11/7/24 Order

It should be noted that a qualifying EFEL measure does not generate kWh savings, and
therefore, savings cannot be applied to a regulated electric utility provider's EWR legislative
target or goal, subject to the exception for municipal and cooperative utilities, consistent with
MCL 460.1077(3). The Commission also finds any savings claimed by a natural gas provider
must be the direct result of their involvement in the project and the investments in that
qualifying EFEL measure or project.
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Can EFEL reductions be claimed as EWR?

* Electric IOUs may not

* But may claim converted envelope savings if it also provided a qualifying
CCHP or GSHP

* Electric non-rate regulated provider may

e Gas providers may if not claimed by the electric provider

 Sec 72(2) reduction, not the avoided gas
* Gas providers were not authorized to implement an EFEL plan
e Hastoinvestin the project




Some Possible Scenerios

Scenarios outside Sec 77(4)
« An electric IOU’s EWR plan is not able to replace a gas dryer with an electric dryer.

« Agas provider is not able to replace a gas dryer with an electric dryer because gas
providers were not authorized to implement EFEL plans.




Some Possible Scenerios

Scenarios outside Sec 77.4

An electric IOU’s EWR plan is not able to replace a gas dryer with an electric dryer.

A gas provider is not able to replace a gas dryer with an electric dryer because gas
providers were not authorized to implement EFEL plans.

An electric I0U’s EFEL plan can replace a gas dryer with an electric dryer, but can’t claim
the Sec 72(2) reduction towards its EWR target or goal per the act and order. And there
are no electric savings to claim because that load actually increased. The gas provider is
not able to claim the avoided gas use as savings because of the offsetting electrical
energy increase. The gas provider can’t claim the Sec 72(2) reduction because they
must have invested in the project in order to claim savings.




Some Possible Scenerios

Scenarios involving QCCHPs or QGSHPs
« An electric IOU’s EWR plan is not able to replace a gas furnace with a QCCHP.

* An electric IOU’s EWR plan can replace existing electric heat or HP with a CCHP and
claim savings per the existing MEMD.

« Agas provider is not able to replace a gas furnace with a CCHP or QCCHP because gas
providers weren'’t authorized to implement EFEL plans.




Some Possible Scenerios

Scenarios involving QCCHPs or QGSHPs

An electric IOU’s EWR plan is not able to replace a gas furnace with a QCCHP.

An electric I0U’s EWR plan can replace existing electric heat or HP with a CCHP and
claim savings per the existing MEMD.

A gas provider is not able to replace a gas furnace with a CCHP or QCCHP because gas
providers weren'’t authorized to implement EFEL plans.

An electric IOU’s EFEL plan can replace a gas furnace with a QCCHP without also
addressing the building envelope, but it would not be able to claim the resulting Sec 72(2)
reduction.

An electric I0OU’s EFEL plan can replace a gas furnace with a QCCHP and perform air
sealing in a Sec 77(4) project and claim only the EWR savings (electric and converted
gas) from air sealing.
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Some Possible Scenerios

Scenarios involving QCCHPs or QGSHPs

An electric IOU’s EFEL plan, partnering with a gas provider’'s EWR plan, could replace a
gas furnace with a QCCHP and perform air sealing in a Sec 77(4) project. The electric
|OU could only claim the EWR savings (electric and converted gas) from air sealing. The
gas provider could claim the Sec 72(2) reduction from the QCCHP converted back to
therms. The gas provider is not able to claim the avoided gas use as savings because
there is an offsetting electrical energy increase. If the electric IOU does not claim the gas
savings (but not electric) from the air sealing, the gas provider may.
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