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Legend
AEP Texas Central Company (AEP - Central)
El Paso Electric Company (EPE)
Entergy Gulf States, Inc. (EGSI)
CenterPoint Energy (CenterPoint)
Xcel Energy (Xcel)
AEP Southwestern Electric Power Company (SWEPCO)
Texas-New Mexico Power Company (TNMP)
TXU Electric Delivery (TXU ED)
AEP Texas North Company (AEP - North)
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Texas Offers a Unique Case Study

DSM programs started from scratch in 2002
6 utilities
9 program types
1 common template for each program

Goal for each utility: 
>10% reduction in peak demand growth
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Secrets of Texas’ Success…

1. Portfolio selection
2. Program design
3. Implementation

…and topics for today.
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1. Portfolio Design

Programs should target a mix of…

Sectors

Facility/home types

End uses & equipment

Delivery methods

Financial incentives

Market transformation

Customer services

Limitations

Staffing

Budget

Time
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Texas DSM Programs by Utility
31 unique programs

All utilities ran 3 Standard Offer programs

 A
EP

 C
NP

 Enter
gy

 TXUED

 TNMP

 Xce
l 

Standard Offer Programs

  Residential & Small Comm.

  Hard to Reach

  Commercial & Industrial
  Load Management

Market Transformation Programs
  ENERGY STAR New Homes

  AC Distributor

  AC Information & Training

  Multi-Family Water & Space Heating
  Retro-Commissioning
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2. Program Design

Program Overview
Description
Rationale
Objectives

Pricing/Incentives

Eligibility
Participant
Project
Measure

Program Promotion
Program Process

Application
Installation
Payment

M&V
Purpose
Responsibility
Procedures

Common program template used by each utility
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Participant Incentives $$$

$ awarded for kW savings

Capped at avoided cost of generation
100% for hard-to-reach customers
50% other residential and small commercial
33% for large C&I
25% for load management (demand response)

Caps ensure cost-effectiveness

“Ratchet down” incentives

Incentives for lighting capped at 65% of total
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Eligibility Requirements
(Residential and C&I SOP)

Participants
“Energy efficiency service providers” sponsor projects
Customers are not the participants

Projects
Low-income thresholds
C&I projects must reduce >20 kW

Measures
Eligible residential measures have deemed savings
C&I measures must exceed Commission standards
10-year minimum lifetime
No plug loads or “behavior” measures
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3. Program Implementation

Program Promotion
Program Process

Application
Installation
Program records/database
Payment

M&V
Purpose
Responsibility
Procedures
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Program Promotion & Marketing
Texas has a middle ground between 
1) Utility-run programs and 2) Outsourcing

Utilities 
DO NOT market programs
Role is to educate contractors (project sponsors)

Texas is building an Energy Services infrastructure
Contractors seek customers to get incentives
Increased business and profits for contractors
EE costs are lowered for customers

Utility Program 
Administration

TEXAS MODEL
Financial Incentives 

to the Market

Turnkey 
Outsourcing or 

Contractor Support
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Application, Incentive$, and Records
(Program Administration)

Contractors reserve funds for anticipated projects
Provides long-term business assurance
Incentives assured for existing projects

Sloths need not apply!
Incentive allocation not equitable
Does not work if programs are oversubscribed
Alternative: reserve only for identified projects

Program databases
All-electronic applications and project filing
Deemed savings & incentives tracked automatically
For invoicing and reporting
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Measurement & Verification

Inspections
Utility staff conducts inspections
Level of effort varies by program
Residential SOP – random sample for each contractor
C&I SOP – all projects inspected

Guidelines for adjusting savings (and payments!)

Independent verification
3rd party “desk” audit only
Statewide impact and process evaluation
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Key Findings of Process Review

Program Planning
Higher goals (>10% of growth)

“Peak Demand Savings” at system 
peak only

Promotion of multiple measures at 
individual sites 

Variable incentives ($/kW) based 
on measure type

Continued reduction of incentives 
for popular measures

Programs can’t remain static 
(e.g., A/C standards)

Program Delivery
Equitable access to financial 
incentives
Limits on $ to ensure desired mix 
of sponsors & measures
Year-round funding to increase 
sponsors’ financial stability
Error checks in program dBs
3rd-party independent inspections
Improved recording of inspection 
results / documentation
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Verified Peak Demand Savings (kW) 
by Program, 2004

Energy Star Homes
31%

Commercial & 
Industrial SOP

16%Residential & Small 
Commercial SOP
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<1%
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Texas Utilities Exceeded Energy 
Savings Goals in 2003 and 2004
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Demand Savings and Goal Achievements 
by Utility, 2003
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