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Our names are Bob Jenks and Gordon Feighner. Our qualifications are provided 1 

in CUB Exhibit 101. 2 

I. Introduction 3 

This docket grows out of NW Natural’s frustration with the incentives provided 4 

by the Energy Trust of Oregon (ETO) for residential customers to invest in heat pumps 5 

for space conditioning. NW Natural (hereafter, “NWN” or “the Company”) feels that the 6 

incentives encourage customers to shift from gas furnaces to electric heat pumps and 7 

cause consumers to take “actions that are economically harmful, both to the customer and 8 

to the region’s energy system as a whole.”
1
 This is of particular concern to the Company 9 

since the ETO no longer offers incentives for high-efficiency gas furnaces. The ETO does 10 

offer homeowners incentives of $250-$450 for installing high-efficiency electric heat 11 

pumps. 12 

                                                 

1
 UM 1565/NWN/100/Edmonds/2, lines 12-13. 
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II. Issues 1 

A. What are the Energy Trust's policies and practices regarding residential fuel 2 

switching related to space conditioning? What outreach and messaging does the 3 

Energy Trust engage in related to this type of fuel-switching? 4 

The Energy Trust has an express written policy that it will not advocate that its 5 

customers or clients engage in fuel switching; this policy is quoted in full by NW Natural 6 

in its Opening Testimony.
2
 In response to the Company’s argument that the ETO 7 

nevertheless provides incentives for customers to switch from gas furnaces to heat 8 

pumps, the ETO states that it “may not and does not provide financial incentives to 9 

induce customers to convert to another fuel or to replace electric or gas equipment with 10 

equipment that uses a different fuel source.”
3
 CUB does not believe that the ETO targets 11 

gas heating customers with incentives to engage in fuel switching by converting to 12 

electric heat pumps. CUB does, however, recognize that vendors of heat pumps are not 13 

controlled by ETO and may, without ETO’s assistance or blessing, attempt to market heat 14 

pumps to gas heating customers. 15 

This does not mean that the ETO should not examine its messaging around heat 16 

pumps. The ETO is not just a provider of incentives; it is an important source of 17 

information about energy efficiency. If the ETO’s analysis agrees with NW Natural that a 18 

high-efficiency gas furnace provides the best economic value for a gas heating customer, 19 

it would be helpful for this information to be provided to customers. If the ETO believes 20 

that heat pumps are not the best way to cool a home, it should also provide that 21 

                                                 

2
 UM 1565/NWN/100/Edmonds/5, lines 1-18. 

3
 UM 1565/Staff-ETO/100/Johnson-Lacey/2, lines 9-11. 
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information to customers. Because the ETO is not a product vendor, it is in a strong 1 

position to provide customers with accurate, unbiased information about energy choices.  2 

B. Is fuel switching actually occurring? 3 

NW Natural provides evidence that a large number of customers have converted 4 

from gas furnaces to heat pumps with financial assistance from the ETO—over 1,400 as 5 

of March 2012.
4
 The Company posits that a considerably larger number of homes may 6 

have switched from gas furnaces to electric heat pumps during the 2006-2011 timeframe, 7 

based on installation permit data from municipalities located in its service territory.
5
  8 

CUB does not dispute that a significant number of homes may be switching from 9 

gas to electric space conditioning. CUB does, however, dispute that this fuel switching 10 

should always be considered to be inappropriate. If the fuel switching results in an energy 11 

efficiency upgrade for the customer, CUB does not believe that it should be considered to 12 

be inappropriate. 13 

The question that needs to be addressed is whether the fuel switching that is 14 

happening is part of an energy efficiency upgrade. If a household upgrades from an old 15 

gas furnace to a new high-efficiency heat pump, that customer has significantly upgraded 16 

their efficiency. While NW Natural argues that customers would be even better off if they 17 

upgraded to high-efficiency gas furnaces,
6
 the Company does not demonstrate that an 18 

upgrade to a high-efficiency heat pump is not cost-effective for the customers who are 19 

upgrading their heating systems. CUB has not seen any evidence to suggest that 20 

                                                 

4
 UM 1565/NWN/100/Edmonds/7, line 11. 

5
 UM 1565/NWN/100/Edmonds/8. 

6
 UM 1565/NWN/100/Edmonds/10-11. 
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customers are converting from high-efficiency gas furnaces to high-efficiency heat 1 

pumps.  2 

C. Do the answers to Issues 1 and 2 indicate a need to modify Energy Trust policies 3 

or practices or ratepayer-funded messaging? 4 

CUB does not feel that the level of incentives provided by the ETO encourages 5 

fuel switching from one high-efficiency heat source to another on a level that is 6 

particularly detrimental to any utility or to Oregon’s energy system as a whole. In 7 

addition, CUB believes that customer choice should be respected. Incentives should not 8 

be limited to the optimal outcome, but allow customers to get the equipment they want, 9 

as long as it is a cost-effective choice, i.e., an efficiency upgrade from a low-efficiency 10 

heat source to a high-efficiency one. 11 

 New federal regulations have all but eliminated lower-efficiency gas furnaces 12 

from the marketplace. This means that high-efficiency gas furnaces are essentially 13 

standard products that customers will choose without additional financial incentives. This 14 

is why there is not a need for gas furnace incentives today. On the other hand, high-15 

efficiency heat pumps currently tend to be more costly than high-efficiency gas furnaces 16 

or lower-efficiency heat pumps. ETO incentives are designed to help insure that 17 

homeowners who make the decision to purchase a heat pump are able to purchase high-18 

efficiency heat pumps. 19 

NW Natural argues that installers and contractors have an incentive to sell heat 20 

pumps rather than gas furnaces because there is a higher profit margin for installing heat 21 
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pumps.
7
 While this may be true, in some cases, it is not a reason for ETO to stop 1 

providing incentives to encourage homeowners who are installing heat pumps to 2 

purchase the most efficient heat pumps available. 3 

While NW Natural argues that heat pumps are not the most cost-effective way for 4 

a gas customer to get efficient heat and air conditioning, that alone is not a reason to 5 

prohibit incentives for heat pumps. Customers who are served by a gas utility have 6 

choices when it comes to which fuel to use for heating, hot water, and cooking. When 7 

customers make significant investments to improve the energy efficiency of their homes, 8 

they may make choices that are not based purely on economics and affordability. These 9 

are personal decisions that are important to people. While the availability of air 10 

conditioning might be one reason for customers to choose heat pumps over gas furnaces, 11 

it certainly isn’t the only reason. A homeowner with poorly-designed duct work that does 12 

not heat a home evenly might find that a heat pump provides better comfort levels. 13 

Likewise, a customer may choose to stick with a natural gas furnace due to limited 14 

exterior space or a dislike for the aesthetics of the outdoor components of a heat pump. 15 

If the homeowner is converting from an old, inefficient heating system to a 16 

modern, high-efficiency heating system, there is an efficiency benefit and the customer 17 

should be applauded, not criticized simply because there was a different, “more optimal” 18 

choice available. The fact is the customer made an upgrade in energy efficiency, 19 

something they did not have to do. 20 

Additionally, while this docket only deals with fuel switching for space 21 

conditioning, fuel switching is also an issue for water heating. A few years ago NW 22 

                                                 

7
 UM 1565/NWN/100/Edmonds/12, lines 10-11. 
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Natural was considering a program with solar thermal/gas hybrid water heaters that was 1 

not designed to prevent electric customers from participating. In fact, much of NW 2 

Natural’s business model is built around getting customers to switch fuels, from electric 3 

and oil heat to natural gas.
8
 Over the last decade (2002-2011), electric utilities have seen 4 

their number of residential customers grow by 10.8%, while NW Natural has seen a 5 

growth rate in residential customers of 22.1%.
9
 Over 20 years (1992-2011), the number 6 

of residential electric customers grew by 32.0%, while the number of residential gas 7 

customers grew by 89.3%.
10

 8 

NW Natural ultimately benefits from the water heater programs at the expense of 9 

the electric utilities. This is because customers with electric water heaters can receive 10 

ETO rebates for converting to high-efficiency gas water heaters.
11

 NW Natural ardently 11 

promotes this incentive structure. The Company is therefore encouraging fuel switching 12 

when customers switch to gas, but opposing it when customers switch to electricity for 13 

space conditioning.  14 

NW Natural dismisses CUB’s concern about water heater incentives, stating that 15 

“when there are comparable ETO incentives offered for both gas and electric equipment 16 

it is appropriate for investor-owned utilities to use their shareholder funds to 17 

communicate the availability of those incentives.”
12

 CUB believes that NW Natural’s 18 

position in regard to water heater incentives is inconsistent with its position regarding the 19 

                                                 

8
 NW Natural’s trucks are affixed with a sticker that reads “Switch to Natural Gas” and provides a company 

phone number. 
9
 2011 Oregon Utility Statistics, OPUC, http://www.oregon.gov/puc/docs/statbook2011.pdf. 

10
 2001 Oregon Utility Statistics, OPUC, and 2011 Oregon Utility Statistics, OPUC. 

11
 See http://energytrust.org/library/forms/HES_DOC_Incentive_Grid.pdf. 

12
 CUB Exhibit 102, page 2. 
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ETO’s incentives for space conditioning and the Company’s overall view on fuel 1 

switching. 2 

III. Conclusion 3 

CUB has historically supported, and continues to support, the Energy Trust’s 4 

mission to assist utility customers in increasing the energy efficiency of their homes and 5 

buildings. To this end, CUB does not view the provision of financial incentives for 6 

electric heat pumps as an invitation or encouragement to switch heating fuels. Myriad 7 

factors go in to customers’ selection of heating options for their homes, price being only 8 

one. While there is room for improvement in the Energy Trust’s messaging, CUB does 9 

not see the issue presented in this docket as a whole as a significant problem that requires 10 

new rules or regulations governing the ETO’s incentive structure. 11 
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