
Energy Optimization

Program Launch Experience

January 13, 2010

Mike McNalley

Director, Energy Efficiency and Business Energy Services

DTE Energy



Key Energy Optimization (EO) 
Elements of Michigan Legislation

Compliance
Options

Targets

Funding

ÅIncludes energy efficiency, conservation, and demand response (electric)

ÅProviders (utilities) can operate compliance programs or fund a state 

program

ÅLarge electric customers may self-administer

ÅLegislation limits annual EO spending and cost recovery 

ÅA customer surcharge was authorized for each class

ÅFunds received from a customer class must be spent on that class

ÅAll classes contribute toward low income residential programs

ÅTargets for Detroit Edison and MichCon began in 2009

ÅRequires Detroit Edison programs to ramp to 1% annual savings by 2012

ÅRequires MichCon programs to ramp to 0.75% savings by 2012

Overview

ÅLegislation was enacted October 2008

ÅIncluded 120 days to file followed by 90 day contested case proceeding

ÅAll utilities, munis and co-ops in Michigan required to participate



Initial Challenges

Å File and gain approval for two EO programs

ï Must achieve the savings targets and stay within the spending caps

ï Must be cost-effective (USRCT > 1.0)

ï Agree with staff and other utilities on technical details (eg., Deemed Savings 

Database)

ï Define all programs, set launch time table

ï Do the math, create the filing and all exhibits and testimony

ï Prepare for cross examination

Å Define and staff organization

Å Create and execute vendor strategy

Å Create branding and marketing strategies



Key Decisions

Å Legislation allowed several options, which we had to decide and 

support in our filing:

ï Whether to run our own program or fund the stateôs

ï Whether to capitalize any program expense (allowed ~2/3)

ï Length of the filing (2 -6 years)

ï Whether to use in-house labor or outsource some/all program administration

ï How to recover uncollectible surcharge amounts

ï Recommend an Incentive and file accordingly



Energy Optimization filing summary

Å Filed a 31 month plan on March 4th, received approval on June 2nd

Å Filed plan exceeds targets within spending caps each year for both utilities

Å Surcharges began on June 3rd, programs rolled out over the summer

Detroit Edison Target Plan Target Plan Target Plan

Spending ï % Retail Rev.0.75% 0.63% 1.00% 0.86% 1.50% 1.23%

Spending ($M) $31.7 $26.7 $42.9 $36.8 $64.7 $53.0 

Electric Savings - % Sales 0.30% 0.33% 0.50% 0.55% 0.75% 0.82%

Electric Savings  - GWh 146 160 225 251 334 372

MichCon

Spending ï % Retail Rev.0.75% 0.49% 1.00% 0.72% 1.50% 1.24%

Spending ($M) $13.7 $9.0 $21.8 $15.7 $27.7 $22.9

Gas Savings - % Sales 0.10% 0.12% 0.25% 0.28% 0.50% 0.55%

Gas Savings - BCF 0.176 0.207 0.427 0.475 0.830 0.908

2009 2010 2011



Your Energy Savings Program 

Offerings

Residential ProgramsCommercial & Industrial Programs

ENERGY STAR ®

Appliance Recycling

Heating, Cooling and Water Heating

Apartment and Condo Programs

Energy Audits & Weatherization

New Construction Programs

Energy Efficiency Assistance

Prescriptive Incentives  

Custom Energy Efficiency Projects

New Construction Program



Benefits of the EO program

Detroit Edison MichCon

Program AvoidedCost- $ $489 M ς4 x cost $109M ς2 x cost

Program Savings - Energy 6,633GWh 20.7 BCF

Program Cost/unit energy $0.0172 per KWh $0.22 per ccf

Å EO benefits the residents and businesses in the State of Michigan

ï EO program helps customers control their energy bills

ï Improves environment by controlling energy consumption/production

ï Delays the need for a base load power plant

ï Creates jobs throughout the State (consulting service, home 

improvement services, etc)

ï Attracts new business to Michigan  (products and new technologies)



2009 Accomplishments

Å Coordinated and filed two EO plans (MichCon and Detroit Edison) on March 4th, within 90 

days of the MPSC temporary order.  Plans approved in early May.

Å Achieved a favorable outcome on the utility incentive structure ï15% of EO cost by 

hitting 115% of legislated minimum saving

Å Established 7 contracts to implement the program with cumulative value of $120M over 3 

years

Å Established contracts for baseline studies (saturation, potential) and evaluation

Å Fully staffed an EO team in a very challenging time in early 2009

Å Established a complex accounting structure to assure visibility of legislated and ordered 

spending limits, program level financial detail, and roll-ups to DECo, MichCon and DTE 

Energy

Å Launched programs and branding the in the first month after the program was approved

Å Absorbed 20% reduction for DECO and 36% reduction for MichCon in projected revenue 

from filing and maintained neutral cash flow (commission decisions and 

weather/economy)

Å Cash flow targets achieved

Å Projecting to hit 115% of legislated savings, potentially earning $4M in 2010 net income 

through the utility performance incentive

Å Preparing new filing to increase the residential program size

Regulatory

Contracting

Capabilities & 
Infrastructure

Results



Lessons Learned

Å Early build of infrastructure was critical (but risky), both to ramp up programs and stay 

ahead of vendors.  
Å Program staff: Marketing, Finance, Engineering, Mathematics & Statistics

Å Supply Chain engagement is essential
Å Fast RFP and contracting processes were needed given the compressed timelines, should 

have expected multiple extension requests from bidders

Å We should have set interim targets for implementation contractors so we had tools to work 

with before year-end crises emerged

Å Our EO Programs have to fit with broader internal goals and corporate priorities
Å Our PoP merchandising works well enough, but have the impact we would like.

Å Spending/funding constraints need visibility so clear decisions can be quickly made

Å Branding research, focus group results and corporate objectives not always aligned

Å Defining the tracking tool and getting it operational quickly is critical to internal 

management of the programs and later verification of the results

Å Having good friends helps a lot!
Å MEEA, CEE, Utilities that have gone before, key practitioners and consultants



New Challenges

Å Can we increase the programôs long-term energy savings goals?
Å MI legislation limits cost recovery to 2% of utility revenue

Å We have headroom in residential, but not commercial or industrial

Å Making collaboratives as productive as possible:
Å We want broad input and guidance

Å But, weôre on the hook for results

Å How will we coordinate with federal programs?
Å ARRA

Å Cash for Caulkers

Å How do we build support among the business communities?

Å How do we stay abreast of new opportunities and operationalize the winners?
Å Technologies

Å Marketing approaches
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Lessons Learned in 

Electric Utility 

Efficiency Programs
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