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INTRODUCTION

Investing in energy efficiency improvements can save money for consumers and taxpayers and 
reduce pollution of air, land, and water for the benefit of all residents. Efficiency simply means 
using less energy to accomplish the same results—heating, cooling, or lighting a building, 
lighting highways and other outdoor areas, operating appliances or machinery. Energy efficiency 
programs have tangible financial benefits. By reducing electric demand, efficiency programs can 
reduce the wholesale cost of electricity. Additionally, deploying sufficient efficiency programs 
can avoid or delay the need for costly new generating and transmission facilities and for buying 
and burning fuel to operate those facilities. The cheapest and cleanest energy is the energy not 
consumed.

Unfortunately, energy efficiency is an under-utilized tool in Virginia. A decade ago, the Virginia 
General Assembly set a realistic target for utilities to reduce demand by ten percent by 2022.1 
Despite modest efforts to expand their efficiency portfolios, the combined efforts of Virginia’s 
two investor-owned utilities are less than one tenth of the way to achieving the General 
Assembly’s goals.2 Moreover, for those programs the utilities do propose, they have struggled to 
obtain complete approval from the State Corporation Commission (SCC).3 In an independent 
survey of energy efficiency progress by the 32 largest electric utility companies in the United 
States, our largest utility ranked last.4

BACKGROUND

Improving energy efficiency in buildings, lighting, appliances, machinery, vehicles, etc. can save 
Virginians money and reduce harmful pollution in Virginia. Given that buildings are likely to be 

1 This goal is equivalent to 10.7 million MWh of savings in 2020.

2 See Dominion’s 2016 IRP (856,293 MWh in 2020) and APCo’s 2016 IRP (116,800 MWh in 2020). 

3 For instance, in its 2016 efficiency proceeding, Dominion proposed two new programs. See PUE-2015-00089. The 
State Corporation Commission (SCC) completely rejected one program and approved the other at half the amount.

4  Ceres, “Benchmarking Utilities’ Clean Energy Deployment: 2014, Ranking 32 of the Largest Investor-Owned 
Utilities on Renewable Energy & Energy Efficiency.”   (Dominion also ranked 30th out of 32 for renewable energy 
sales.)
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used for 40 years or more, for example, maximizing efficiency at the outset is critical to avoiding 
decades of waste and more costly future retrofits. The Commonwealth should adopt a strong 
state-of the art energy efficiency building code for new construction state-wide. Greater energy 
efficiency will also enhance Virginia’s economy. However, consumers—including government 
entities—often lack capital and information needed to implement efficiency improvements. 
Independent studies have shown huge potential for reducing energy consumption with a positive 
payback. A panel of the National Research Council (National Academy of Sciences) reported, in 
2010, that the U.S. could reduce energy usage 30% by 2030 “while also saving money.”5 It also 
found that “[t]he full deployment of cost-effective, energy-efficient technologies in buildings 
alone could eliminate the need to add to U.S. electricity generation capacity,” and that the 
average cost of energy savings from energy efficiency was 2.7¢ kWh—25-28% of average 
residential and commercial electricity rates. The value of energy efficiency is even greater if one 
factors in the values of reducing health and environmental harms from energy generation and 
transmission, of reducing energy bill fluctuations, and of reducing the need to take landowners’ 
property for energy projects.

Utilities have made great strides on energy efficiency in other parts of the country. Virginia lags 
behind. As noted above, Virginia’s utilities have achieved only 10% of the Commonwealth’s 
voluntary goal to reduce electricity generation through efficiency programs, and forecast 
reductions still fall far short. As a result, Virginia ratepayers do not realize the full extent of real-
world savings that efficiency programs can provide. One result is that monthly bills for Virginia’s 
residential customers are above the national average.6 Voluntary efficiency measures are not 
working in Virginia.

To maximize this underutilized resource, Virginia should prioritize energy efficiency investments 
over building and operating more expensive generation and transmission, taking into account 
avoided costs of fuel, building new generation or transmission, and environmental harms. 
Further, the SCC approval process for efficiency programs needs updating to focus on the total 
resource costs and benefits of potential energy efficiency programs, including avoided costs of 
generation, transmission, energy purchases, fuel and pollution, and to require that the 
legislature’s 10% reduction goals actually be met. Beyond that, Virginia needs to find new ways 
to maximize energy efficiency as an economic resource for the Commonwealth. Other states 
have done far better than Virginia. 

Beyond utility programs, Virginia should do more to reduce energy usage in government 
operations, homes, and businesses. Government entities often fail to maximize efficiency in new 
or existing facilities, lighting, and transportation. This wastes taxpayer funds over time. The 

5 “Real Prospects for Energy Efficiency In the United States,” National Academies Press (2010) (America’s Energy 
Future Panel on Energy Efficiency Technologies).

6 According to EIA data for 2014, Virginia has the 9th highest average monthly electric bills for residential customers 
in the contiguous 48 States, even though it average residential electric rates are below average.  Efficiency 
improvements would lower average bills, as well as future rates.



Commonwealth should help local governments and schools with no-interest loans or grants to 
implement energy efficiency improvements in new and existing facilities and in transportation.
Similarly, in the interest of enhancing its economy for the long-term, Virginia should do more to 
incentivize or require greater energy efficiency in the private sector. Virginia’s home building 
codes have not kept pace with national standards. As a result, residents of multifamily business 
are shortchanged because builders and landlords lack incentives for adequate efficiency 
investments.  Tax credits should also be used as a tool to incentivize efficiency.

Improved efficiency can go a long way to satisfy the Clean Power Plan’s requirements at a low 
cost. It would be in Virginia’s best economic and environmental interest to accelerate 
investments now in efficiency measures that will reduce fossil fuel usage in the future.

RECOMMENDATIONS

• Virginia should prioritize energy efficiency programs and investments over building and 
operating energy generation and transmission, in order to reduce total costs, including the 
costs of new facilities, energy purchases, fuel, and environmental harms resulting from 
generating and delivering energy. 

• Reducing load through efficiency should be required, not a voluntary goal. 
• Virginia should explore and adopt new methods for improving energy efficiency.
• Virginia should implement a state-of-the-art building code emphasizing energy efficiency 

for new construction state-wide.
• The Commonwealth should require local governments and schools to improve their 

energy efficiency and offer no-interest loans or grants to help them to do so. It should 
also take steps to improve energy efficiency in homes, including multifamily homes, and 
in commercial and industrial spaces.


