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December 6, 2024
Dear Gabriel Weekes,

The Atmospheric Fund (TAF) appreciates the opportunity to provide feedback on the Ministry of
Energy’s proposal for Beneficial Electrification programming under the 2025-2036 electricity energy
efficiency framework. We appreciate the Ministry for taking steps to reduce emissions and costs
while harnessing efficiency to address Ontario’s growing energy needs.

Beneficial Electrification (BE) is a critical strategy for reducing emissions and transitioning to a low-
carbon economy. When implemented effectively, BE replaces fossil fuels with efficient electric
systems, delivering lower emissions, reduced energy costs for customers, and significant benefits
to the overall grid. However, the success of BE depends on careful program design to ensure:

e Adoption of high-efficiency equipment: Prioritizing high-efficiency equipment will lower
operating costs and minimize grid impacts, helping to manage demand increases and
maintain grid stability.

e Single-window program delivery: BE programs should be coordinated with existing IESO-
administered energy efficiency initiatives to streamline delivery and provide easy access to
tailored solutions. Effective outreach and excellent customer service will be key to ensuring
widespread program participation.

¢ Integration of grid flexibility technologies: Smart and connected technologies should be
incorporated to effectively manage and reduce peak electricity demand and enhance grid
resilience.

e Recognition of wider benefits: BE should be evaluated not only for cost and emissions
savings but also for broader benefits, such as improved comfort and indoor air quality.

To maximize the potential of BE programming, TAF offers the following recommendations:

Prioritizing Low-Carbon Heating Solutions

To maximize theirimpact, BE measures should be designed to both lower emissions and energy
costs for consumers through coordinated delivery within the 2025 - 2036 Electricity Energy
Efficiency Framework. These measures can and should be facilitated through coordinated program
delivery within the Framework.

By targeting sectors with the greatest potential for emissions reductions and energy efficiency —

such as space and water heating, industrial processes, and transportation — BE can help alleviate

grid constraints while advancing decarbonization and reducing rates by expanding the rate base.

Central to this effort are heat pumps, which are highly effective in decarbonizing space and water
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heating in residential and commercial buildings. These technologies can deliver heating energy at
efficiencies of more than 300%, significantly outperforming traditional fossil fuel-based systems.
Heat pumps not only reduce emissions but also offer substantial cost savings and improved
comfort for users.

However, Ontario’s existing heat pump incentives are fragmented across multiple programs that
vary by income level and heating fuel source, leading to market confusion and significant gapsin
eligibility. Prioritizing heat pumps within a streamlined and accessible framework is key to
maximizing their adoption and impact. In TAF’s comments on the proposed 2025 - 2036 Electricity
Energy Efficiency Framework, we welcomed the incorporation of BE programs within the
Framework, emphasizing the importance of coordinated delivery. We recommended key actions to
ensure their effectiveness, including the integration of the following initiatives:

Recommendation 1: Expand the Clean Home Heating Initiative

The Clean Home Heating Initiative, first launched in 2022, has proven to be a successful model and
should be expanded to more areas across Ontario, particularly in northern areas where air-source
heat pumps require backup heating systems. Prioritizing the electrification of systems that
currently rely on high-carbon fuels, such as oil and propane, can deliver immediate emissions
reductions and energy cost savings.

For instance, a geotargeted heat pump program — similar to the Natural Gas Expansion Program
(NGEP) — could prioritize retrofits in areas without gas infrastructure. In areas without existing
access to natural gas, this approach would be significantly more cost-effective than expanding gas
distribution networks. This could also lead to substantial cost savings for electric baseboard, oil,
and propane users across the province, reducing heating costs for households. Further,
municipalities would gain an additional energy choice that helps reduce costs for residents, while
alleviating the oversubscription that the NGEP currently experiences.

Recommendation 2: Introduce a Hybrid Heating Program for Larger Buildings

While standalone electric cold-climate air-source heat pumps have proven effective in most
single-family homes, we recommend creating a new hybrid heating program specifically tailored to
address the unique needs of larger buildings such as multi-unit residential buildings (MURBs) and
larger commercial buildings. Combining electric heat pumps with legacy gas-fired equipment
offers a cost-effective pathway to significant emissions reductions while maintaining reliable
heating performance. In one of our recent multi-residential projects, we reduced carbon emissions
from heating by 60% with a hybrid system, at only one-fifth of the capital cost of a full fuel switch.
This approach offers substantial emissions reductions at a fraction of the cost, making it a
financially accessible solution for decarbonizing heating systems. A hybrid heating program for
larger buildings could significantly lower heating costs, particularly for tenants in high-rise
buildings, while offering a practical and affordable strategy for decarbonization for building owners.
Additionally, the program could evolve to include demand response fuel switching to alleviate
winter peaks, providing further cost savings and grid stability.

Recommendation 3: Extend Programming to New Construction
Ontario’s commitment to building 1.5 million new homes over the next decade highlights the need
to integrate new construction into BE programming to ensure long-term affordability and reduce
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grid strain. The IESO’s Pathways to Decarbonization Study forecasts heating loads in new buildings
as a major driver of future energy and capacity needs. Despite this, there is currently no electricity
efficiency program available for new construction that addresses electrification and grid
integration. Electrifying new buildings at the point of construction is the most cost-effective
strategy for reducing long-term energy costs and facilitating proactive grid planning.

Historically, efficiency programs for new construction have yielded significant benefits. For
example, the High Performance New Construction program provided an average of six dollars in
benefits for every program dollar invested between 2016-17, making it the most cost-effective of all
Ontario Conservation and Demand Management (CDM) programs over that period. Simply put, the
most cost-effective time to integrate energy efficiency in a building is when it is being built.
Electrification during construction also contributes to the affordability of new housing by reducing
operating costs without raising home prices.

We recommend incorporating technologies such as ground-source heat pumps (GSHPs), which
offer low incremental costs in new construction and can reduce peak heating loads by up to 58%
compared to air-source heat pumps. With a 50+ year lifespan, GSHPs ensure energy savings
persist well beyond 2050.

Monitoring and Accountability

Recommendation 4: Monitor and report on BE program impact

In our comments on the 2025 - 2036 Electricity Energy Efficiency Framework, we recommended
the proposed three-year planning cycle include a robust process to review market trends and
needs, consult stakeholders, and consider adjustments to budget envelopes. To ensure the long-
term effectiveness and adaptability of BE programs, we recommend the same mechanisms for
continuous review and stakeholder consultation. Flexibility in program design is crucial to respond
to Ontario’s evolving energy landscape, and it is crucial that the long-term Framework does not
limit the potential to adapt and refine programs as technologies and market conditions evolve.

We further recommend that the IESO include BE program results in their energy efficiency
reporting, capturing the emissions reductions and energy and cost savings achieved through these
programs. By establishing transparent processes for monitoring and reporting and establishing a
foundation for continuous improvement, the impact of BE programs in delivering cost and emission
savings can be maximized.

Sincerely,
Bryan Purcell

Vo an’P " i

VP of Policy & Programs
The Atmospheric Fund
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About the Atmospheric Fund

The Atmospheric Fund (TAF) is a regional climate agency that invests in low-carbon solutions for
the Greater Toronto and Hamilton Area (GTHA) and helps scale them up for broad implementation.
Please note that the views expressed in this submission do not necessarily represent those of the
City of Toronto or other GTHA stakeholders. We are experienced leaders and collaborate with
stakeholders in the private, public and non-profit sectors who have ideas and opportunities for
reducing carbon emissions. Supported by endowment funds, we advance the most promising
concepts by investing, providing grants, influencing policies and running programs. We're
particularly interested in ideas that offer benefits in addition to carbon reduction such as improving
people’s health, creating local jobs, boosting urban resiliency, and contributing to a fair society.
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