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I. Witness Qualifications 1 

Q. State your name and business address. 2 

A.  Richard J. Zuraski, Illinois Commerce Commission, 527 East Capitol Avenue, 3 

Springfield, Illinois, 62701. 4 

Q. By whom are you employed and in what capacity? 5 

A.  I am employed as a Senior Economist in the Illinois Commerce Commission’s 6 

(“Commission”) Energy Division—Policy Program. 7 

Q. What are your responsibilities within the Energy Division—Policy Program? 8 

A.  I provide economic analyses and advise the Commission and other staff members 9 

on issues involving the gas and electric utility industries.  I review tariff filings and make 10 

recommendations to the Commission concerning those filings.  I provide testimony in 11 

Commission proceedings. 12 

Q. State your educational background. 13 

A.  I graduated from the University of Maryland with a Bachelor of Arts degree in 14 

Economics.  I obtained a Masters of Arts degree in Economics from Washington 15 

University in St. Louis.  I completed other work toward a doctorate in economics from 16 

Washington University, but did not complete all requirements for that degree. 17 

Q. Describe your professional experience. 18 

A.  Since December 1997, I have been a Senior Economist in the Policy Program of 19 

the Commission’s Energy Division.  I held the same position from February 1990 to 20 

December 1997, in the Commission’s Office of Policy and Planning (prior to its 21 

incorporation into the Energy Division).  Before that, I held positions in the 22 

Commission’s Least-Cost Planning Program and Conservation Program.  While 23 
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employed by the Commission, I have testified in numerous docketed proceedings before 24 

the Commission.  Prior to coming to the Commission in November 1987, I was a 25 

graduate student at Washington University, where I taught various courses in economics 26 

to undergraduate students in the Washington University night school and summer school. 27 

II. Purpose of Testimony 28 

Q.  What is the subject matter of your testimony? 29 

A.  This case concerns the filing by Commonwealth Edison Company (“ComEd” or 30 

“the Company”) of a plan (as well as supporting testimony and other exhibits) to 31 

implement energy efficiency (“EE”) and demand response (“DR”) (together “EE-DR”) 32 

programs, pursuant to Section 12-103 of the Public Utilities Act (“the Act”).  I also note 33 

that the Company’s plan, testimony and other filed exhibits include information 34 

pertaining to EE measures and programs that are also included in the plan filed by the 35 

Illinois Department of Commerce and Economic Opportunity (“DCEO” or “the 36 

Department”) and are the subject of ICC Docket 07-0541.  In broad terms, my testimony 37 

concerns the above-cited filings. 38 

Q.  What is the purpose of your testimony? 39 

A.  The purpose of my testimony is, first, to determine if the Company’s plan (along 40 

with the portion of the plan, or measures, to be implemented by the DCEO and DCEO’s 41 

plan) includes all the elements that it should include.  The Act states: 42 

In submitting proposed energy efficiency and demand-response plans and funding 43 
levels to meet the savings goals adopted by this Act the utility shall: 44 

(1) Demonstrate that its proposed energy efficiency and demand-45 
response measures will achieve the requirements that are identified in 46 
subsections (b) and (c) of this Section, as modified by subsections (d) 47 
and (e). 48 
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(2) Present specific proposals to implement new building and appliance 49 
standards that have been placed into effect. 50 

(3) Present estimates of the total amount paid for electric service 51 
expressed on a per kilowatthour basis associated with the proposed 52 
portfolio of measures designed to meet the requirements that are 53 
identified in subsections (b) and (c) of this Section, as modified by 54 
subsections (d) and (e). 55 

(4) Coordinate with the Department and the Department of Healthcare 56 
and Family Services to present a portfolio of energy efficiency 57 
measures targeted to households at or below 150% of the poverty 58 
level at a level proportionate to those households' share of total 59 
annual utility revenues in Illinois. 60 

(5) Demonstrate that its overall portfolio of energy efficiency and 61 
demand-response measures, not including programs covered by item 62 
(4) of this subsection (f), are cost-effective using the total resource 63 
cost test and represent a diverse cross-section of opportunities for 64 
customers of all rate classes to participate in the programs. 65 

(6) Include a proposed cost-recovery tariff mechanism to fund the 66 
proposed energy efficiency and demand-response measures and to 67 
ensure the recovery of the prudently and reasonably incurred costs of 68 
Commission-approved programs. 69 

(7) Provide for an annual independent evaluation of the performance of 70 
the cost-effectiveness of the utility's portfolio of measures and the 71 
Department's portfolio of measures, as well as a full review of the 3-72 
year results of the broader net program impacts and, to the extent 73 
practical, for adjustment of the measures on a going-forward basis as 74 
a result of the evaluations. The resources dedicated to evaluation shall 75 
not exceed 3% of portfolio resources in any given year. 76 

 220 ILCS 5/12-103(f). 77 

 Not necessarily in the same order, I provide Staff’s fact-based assessment of whether the 78 

Company has made the required showings described in items (1) through (7), above, with 79 

the exclusion of item (6), which Staff witness Pearce will address.  Staff’s brief will 80 

provide Staff’s legal assessment of whether the Company has made the required 81 

showings described in items (1) through (7). 82 
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  Second, the Company states that it is specifically requesting approval of the 83 

following features of its Plan: 84 

1. Flexibility to modify program design and budgets and to add or 85 
discontinue programs.  86 

2. The ability to “bank” excess energy savings in a given Plan year, and 87 
apply that excess to and reduce a subsequent Plan year’s goal.  88 

3. The estimated spending screens calculated under Section 12-103(d) of the 89 
Act.  90 

4. The ability to seek recovery of prudently and reasonably incurred costs 91 
that exceed the spending screen in a given Plan year.  92 

5. Setting a schedule and adopting the proposed process for evaluating 93 
whether ComEd achieves its year two and year three goals, beginning 94 
after year two of the Plan.  95 

6. The ability to annualize energy savings.  96 

7. Proposed measure energy savings and net-to-gross ratio values, and 97 
overall Evaluation, Measurement and Verification (“EM&V”) process.  98 

8. Proposed allocation of energy efficiency measures to be implemented by 99 
ComEd and DCEO.  100 

9. Rider EDA – Energy Efficiency and Demand Response Adjustment, 101 
ComEd’s proposed cost-recovery mechanism.  102 

 ComEd Ex. 2.0, p. 2. 103 

 Without drawing any legal conclusions, I evaluate each of these requested approvals, 104 

with the exception of items (4) and (9), which Staff witness Pearce will address.  Staff’s 105 

legal conclusions concerning these items will be addressed in Staff’s brief. 106 

  Finally, I address certain aspects of DCEO’s plan. 107 

III. Coordination with DCEO and the Department of Healthcare and Family 108 
Services 109 

Q. Does the Company’s plan address how the Company has coordinated with the 110 
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DCEO and the Department of Healthcare and Family Services to present a portfolio 111 

of energy efficiency measures targeted to households at or below 150% of the 112 

poverty level at a level proportionate to those households' share of total annual 113 

utility revenues in Illinois? 114 

A.  While ComEd clearly worked with the DCEO, I found no indication in their plan 115 

or testimony that the Company coordinated with the Department of Healthcare and 116 

Family Services.  However, DCEO witness Feipel indicates that “DCEO Staff met with 117 

DHFS personnel.” (DCEO Ex. 1.0, p. 20) 118 

IV. Implementation of new building and appliance standards 119 

Q.  Does the Company’s plan “present specific proposals to implement new 120 

building and appliance standards that have been placed into effect” in accordance 121 

with Section 12-103(f)(2) of the Act? 122 

A.  No.  However, Mr. Brandt indicates that,  123 

ComEd coordinated with DCEO with respect to the requirement of 124 
Section 12-103(f)(2).  Programs offered by the Department will address 125 
this requirement. 126 

 ComEd Ex. 2.0, p. 10. 127 

Q.  Does the DCEO plan “present specific proposals to implement new building 128 

and appliance standards that have been placed into effect”? 129 

A.  Preliminarily, I should indicate that it is not clear what is meant by “implement 130 

new … standards that have been placed into effect.”  For instance, in this context, what 131 

constitutes a “new” standard?  Would it be one that has been in effect for less than 6 132 

years, 6 months, or 6 days?  And what does it mean for a utility company or DCEO to 133 

“implement” such standards? 134 



 Docket No. 07-0540 
ICC Staff Exhibit 1.0 

 6

  But notwithstanding the uncertainty regarding the meaning of that language, I can 135 

confirm that DCEO witness Feipel has noted several ways in which DCEO might be 136 

considered, with respect to Section 12-103(f)(2) of the Act, to be implementing new 137 

building standards.  For example, he states that the agency has had “further discussions 138 

with [the Capital Development Board] with respect to achieving any new building 139 

standards that have been issued in order to support this provision of the statute.” (ICC 140 

Docket No. 07-0541, DCEO Ex. 1.0, p. 20).  Mr. Feipel also states, 141 

The [agency’s] public sector new construction program was 142 
developed as an incentive for these entities to build new buildings to 143 
an energy standard beyond the current building code.  Furthermore, 144 
because the statute refers to support of building standards it is 145 
appropriate to base our public sector new construction program on 146 
going beyond the building code, especially in light of the new 147 
building code recently adopted by CDB this year. 148 

 ICC Docket No. 07-0541, DCEO Ex. 1.0, p. 26 (footnote omitted) 149 

  Mr. Feipel also discusses DCEO’s Efficiency Training Program and describes 150 

several types of training that would be pursued, “as funds allow.”  (DCEO Ex. 1.0, pp. 151 

51-54) Among these are efforts to “train code enforcement officials, architects, designers, 152 

engineers, builders, contractors, and other interested parties on current codes, code 153 

updates, and potential new codes (i.e. residential energy code) to facilitate and increase 154 

code compliance,” and efforts to “train commercial designers, builders and contractors to 155 

build beyond code.”  (DCEO Ex. 1.0, p. 52) 156 

  On the other hand, while the above DCEO plans appear to include efforts to 157 

implement new building standards, Mr. Feipel does not appear do describe similar efforts 158 

to implement new appliance standards (which are also mentioned in Section 12-159 

103(f)(2)).   160 
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V. Opportunities for program participation by diverse cross-section of 161 
customers 162 

Q.  Does the plan demonstrate that its overall portfolio of energy efficiency and 163 

demand-response measures, not including programs covered by item (4) of 164 

subsection (f) of Section 12-103 of the Act, represents a diverse cross-section of 165 

opportunities for customers of all rate classes to participate in the programs? 166 

A.  ComEd witnesses Brandt and Jensen describe how the Company’s portfolio 167 

provides a diverse cross-section of opportunities for ComEd customers.  (ComEd Ex. 2.0, 168 

pp. 31-32, ComEd Ex. 6.0, pp. 43-44)  The portfolio of energy efficiency and demand 169 

response measures appears to comprise a “diverse cross-section of opportunities for 170 

customers of all rate classes.”   171 

VI. Demonstration of breakthrough equipment and devices  172 

Q.  Section 12-103(g) states that “No more than 3% of energy efficiency and 173 

demand-response program revenue may be allocated for demonstration of 174 

breakthrough equipment and devices.”  Does the Company’s plan address this 175 

issue?  176 

A.  The Company’s plan states that “The ComEd portfolio includes funding for such 177 

innovative technologies in the latter years of the Plan.”  But the very next sentence states 178 

that the Company “has not allocated proposed funding to specific projects.”  (ComEd Ex. 179 

1.0, p. 100)  The Company then goes on to describe how it plans “to promote the 180 

development of efficiency improvements in consumer electronics” and that “ComEd is 181 

committed to investment in emerging technologies that successfully enable demand-182 

response and energy efficiency integration, including smart thermostats and a range of 183 
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Zigbee (or other open-source protocols) compatible controllers and smart devices that 184 

ultimately can be integrated to more dynamic price signals.”  (ComEd Ex. 1.0, pp. 100-185 

101, footnote omitted) 186 

Q.  Does this constitute compliance with the Act’s prohibition against allocating 187 

greater than 3% of energy efficiency and demand-response program revenue for 188 

demonstration of breakthrough equipment and devices? 189 

A.  I will not offer a legal opinion, but I am advised by counsel that the phrase, 190 

“breakthrough equipment and devices,” is not defined in the Act, and could be open to 191 

interpretation.  This ambiguity, along with the Company’s failure to specify how much of 192 

its EE-DR budget will be allocated to propagating Zigbees (and to other activities that the 193 

Company at least believes constitutes the demonstration of breakthrough equipment and 194 

devices), makes it difficult for Staff to factually assess whether or not the plan is 195 

consistent with the 3 percent ceiling on such spending.  I recommend that the Company 196 

pledge in its next round of testimony that it will never spend more than 3 percent of 197 

energy efficiency and demand-response program revenues on the types of activities that it 198 

describes on pages 100-101 of the Plan.  Perhaps that will be of some assistance to the 199 

Commission in determining whether the Plan is in compliance with Section 12-103(g). 200 

VII. Flexibility 201 

Q.  Mr. Brandt explains that the Company seeks to retain “flexibility to adjust 202 

portfolio and program design based on the real-time information it receives.” 203 

(ComEd Ex. 2.1, p. 36)  He further states that “To ensure that ComEd has the 204 

ability to respond to such challenges following approval of the Plan, it must retain 205 

sufficient flexibility to reallocate funds across program elements, including the 206 
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ability to modify, discontinue and add program elements within approved programs 207 

based on subsequent market research and actual implementation experience.”  (Id., 208 

also see ComEd Ex. 2.1, pp. 37-38)  He also proposes that the utility would consult 209 

with “stakeholders,” before making these decisions.  Should the Commission grant 210 

the Company permission to retain this flexibility? 211 

A.  As a preliminary matter, I want to be clear that I am not offering an opinion on 212 

the legal propriety of providing such flexibility.  On the pages cited above, Mr. Brandt 213 

provides reasonable arguments for requesting this flexibility, and I can appreciate how 214 

granting the requested flexibility would aid the Company in cost-effectively achieving 215 

the level of energy savings that it projects to be able to save. 216 

  However, I have one potential concern about the Company’s request that the 217 

Commission might wish to consider.  In this docket, if the Commission approves the 218 

Company’s plan, presumably the Commission will have made a finding that the portfolio 219 

includes a “diverse cross-section of opportunities for customers of all rate classes.”  But 220 

if the Company is to later modify and/or discontinue program elements, it is at least 221 

conceivable that these modifications and discontinuations will reduce the opportunities 222 

available to some rate classes.  If the Commission is especially concerned about that 223 

particular criterion of the Act, then it may not feel comfortable effectively delegating its 224 

responsibility to make this “diverse cross-section” finding to the utility (even if the utility 225 

consults with a group of “stakeholders”). 226 

Q.  In discussing the flexibility to adjust portfolio and program design, Mr. 227 

Brandt also indicates that ComEd would consult with a group of stakeholders 228 

before “Dismissing ComEd’s evaluation contractor under the terms of the contracts 229 
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signed with that contractor, and the hiring of a new contractor.” (ComEd Ex. 2.0, p. 230 

38)  Do you have any comments with respect to this aspect of the plan? 231 

A.  I believe this topic of dismissing and rehiring new evaluation contractors resides 232 

under a separate set of issues, which I shall discuss elsewhere in this testimony under the 233 

heading of “Measurement and Verification.”  234 

VIII. The estimated spending screens  235 

Q.  Does the plan “present estimates of the total amount paid for electric service 236 

expressed on a per kilowatthour basis associated with the proposed portfolio of 237 

measures designed to meet the requirements that are identified in subsections (b) 238 

and (c)” of Section 12-103 of the Act? 239 

A.  Yes.  ComEd witness Crumrine presents these numbers on page 12 of his 240 

testimony (ComEd Ex. 5.0): “8.430, 8.739 and 9.263 cents per kWh for the three twelve-241 

month periods ending on May 31st of 2007, 2008 and 2009, respectively.”  ComEd Ex. 242 

5.1 and 5.2 show some of the computations performed by ComEd to arrive at these 243 

values.  As noted in ComEd Exhibits 5.1 and 5.2, there are numerous projections and 244 

assumptions underlying these computations. 245 

Q.  Does ComEd present the EE-DR spending limits apparently prescribed by 246 

Section 12-103(d)(1) – (3)? 247 

A.  Yes.  ComEd witness Crumrine presents these numbers on page 16 of his 248 

testimony (ComEd Ex. 5.0):  $39.4 million, $81.6 million, and $126.7 million, 249 

respectively, or a total of $247.6 million for the three Plan years.  They are also shown in 250 

ComEd Ex. 1.0, in Tables 4, 5, and 6 on pages 16, 17, and 18, respectively.  Some of the 251 

calculations to arrive at these values are shown in ComEd Ex. 5.3.  As noted in ComEd 252 
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Ex. 5.3, there are numerous projections and assumptions underlying these computations.  253 

I cannot vouch for these underlying projections and assumptions. 254 

Q.  Do the computations in ComEd Exhibits 5.1, 5.2, and 5.3 appear to be 255 

correct? 256 

A.  Yes.  The computations appear to be correct.  That is, given the underlying 257 

projections and assumptions alluded to, above, Mr. Crumrine’s computed spending limits 258 

accurately represent the level of spending at which the amounts paid by retail customers 259 

in connection with electric service due to the cost of the plan’s energy efficiency and 260 

demand reduction measures would increase: 261 

• in 2008, no more than 0.5% of the amount paid per kilowatthour by those 262 

customers during the year ending May 31, 2007; 263 

• in 2009, the greater of an additional 0.5% of the amount paid per kilowatthour 264 

by those customers during the year ending May 31, 2008 or 1% of the amount 265 

paid per kilowatthour by those customers during the year ending May 31, 2007; 266 

• in 2010, the greater of an additional 0.5% of the amount paid per kilowatthour 267 

by those customers during the year ending May 31, 2009 or 1.5% of the amount 268 

paid per kilowatthour by those customers during the year ending May 31, 2007. 269 

Q.  According to ComEd witness Brandt, the Company does not plan on 270 

updating the EE-DR spending limits of $39.4 million, $81.6 million, and $126.7 271 

million, at any point during or after the three-year planning period.  (See ComEd 272 

Ex. 2.0, p. 50)  Should these values be updated? 273 

A.  There are legitimate reasons for updating the spending limits at various points 274 

during the life of the three-year plan.   As previously indicated, these spending limits are 275 



 Docket No. 07-0540 
ICC Staff Exhibit 1.0 

 12

based on projections of future usage and future costs, which are both subject to 276 

uncertainty.  Future power supply costs and/or normalized usage could drop significantly, 277 

both or either of which could be excellent reasons to reduce the rate of spending on EE-278 

DR programs.  Conversely, future power supply costs and/or normalized usage could 279 

increase significantly, both or either of which would be excellent reasons to increase the 280 

rate of spending on EE-DR programs.   281 

IX. The energy and demand reduction requirements of Section 12-103, 282 
Subsections (b) and (c) of the Act 283 

Q.  What are the energy efficiency requirements identified in subsection (b) of 284 

Section 12-103 of the Act, as they pertain to this initial plan filed by ComEd? 285 

A.  The requirements for this initial three-year plan are to “implement cost-effective 286 

energy efficiency measures to meet the following incremental annual energy savings 287 

goals: (1) 0.2% of energy delivered in the year commencing June 1, 2008; (2) 0.4% of 288 

energy delivered in the year commencing June 1, 2009; [and] (3) 0.6% of energy 289 

delivered in the year commencing June 1, 2010 . . . .” 220 ILCS 5/12-103(b).  Consistent 290 

with ComEd’s plan, I assume that “energy delivered” refers to both bundled and 291 

unbundled sales of electricity delivered to the utility’s retail customers.  In Megawatt-292 

Hours (“MWH”), ComEd reports that this translates into the following values:  (1) 293 

188,729, (2) 393,691, and (3) 584,077 for each of the three 12-month planning periods 294 

beginning June 1. 295 

Q.  Are these values (188,729, 393,691, and 584,077 MWH) reasonable for 296 

purposes of the plan? 297 

A.  These values are derived through a straightforward computation.  However, the 298 
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reasonableness of the resulting values of this computation depends on the reasonableness 299 

of the underlying forecast of energy consumption for the three year period.  Staff has not 300 

performed a thorough review of this underlying forecast. 301 

Q.  What are the demand response requirements identified in subsection (c) of 302 

Section 12-103 of the Act, as they pertain to this initial plan filed by ComEd? 303 

A.  The Act’s demand response goal is to reduce peak demand of “eligible 304 

customers” by 0.1% of the previous year’s peak demand.  "Eligible retail customers" are 305 

defined in Section 16-111.5 of the Act as “those retail customers that purchase power and 306 

energy from the electric utility under fixed-price bundled service tariffs, other than those 307 

retail customers whose service is declared or deemed competitive under Section 16-113 308 

and those other customer groups specified in this Section, including self-generating 309 

customers, customers electing hourly pricing, or those customers who are otherwise 310 

ineligible for fixed-price bundled tariff service.”  In Megawatts (MW), ComEd reports 311 

that the 0.1% requirement translates into the following values:  (1) 11.7, (2) 11.1, and (3) 312 

10.0 MW for each of the three 12-month planning periods beginning June 1. (ComEd Ex. 313 

1.0, p. 16)  I am assuming that ComEd intends for these figures to represent 314 

“incremental” reductions, so that the cumulative reductions for 2009 and 2010 would be 315 

22.8 and 32.8 MW, respectively. 316 

Q.  Are these values (11.7, 11.1, and 10.0 MW) reasonable for purposes of the 317 

plan? 318 

A.  These values are derived through a straightforward computation.  However, the 319 

reasonableness of the resulting values of this computation depends on the reasonableness 320 

of the underlying peak demand estimate (for the first year) and forecast (for the last two 321 
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years) for “eligible customers.”  Staff has not performed a thorough review of these 322 

underlying estimates and forecasts. 323 

Q.  Does the plan demonstrate that its proposed energy efficiency and demand-324 

response measures will reduce energy and demand consumption by the amounts 325 

identified above?  326 

A.  ComEd claims that it expects to meet the goals stated above.  However, ComEd’s 327 

assessment is dependent on whether or not savings may be “annualized” and on the 328 

validity of the inputs and methods used to create those energy savings projections.  These 329 

topics are addressed by me in the two sub-sections below.  330 

A. Annualizing energy savings 331 

Q.  ComEd seeks permission from the Commission to “annualize” any energy 332 

savings that are initiated during the planning year.  According to ComEd witness 333 

Brandt, “This means that no matter when a measure is installed during the year, its 334 

savings are calculated as if the measure had been in place for the full year.” 335 

(ComEd Ex. 2.0, p. 48)  What are the implications of this proposal to annual energy 336 

savings? 337 

A.  The implication of the Company’s annualization proposal is that expected energy 338 

savings during the three years of the plan will be less than 0.2%, 0.4%, and 0.6%.  For 339 

example, consider a portfolio of one measure installed ratably over the course of the first 340 

year of the plan in order to achieve the annualized goal of 0.2%.  Ignoring seasonal 341 

differences in how the efficiency measure generates savings (which would be significant 342 

for weather-sensitive measures), the ratable installation assumption implies that the 343 

energy savings generated during the plan year would be approximately half (50% of) 344 
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ComEd’s annualized savings goal.1  This is simply because measures that are installed 345 

later in the planning year contribute less than measures that are installed earlier in the 346 

planning year. 347 

  In contrast, but by the same logic, if projected savings are not annualized, then 348 

strictly meeting the savings goal in the year of implementation would lead to exceeding 349 

the goal in any full twelve-month period over the life of the measure.  For example, 350 

under the same ratable installation assumption, over the life of the measure (not just 351 

within the year of implementation), within any full twelve-month period, energy savings 352 

would average twice (200% of) ComEd’s annualized savings goal.2 353 

Q.  Should the Commission adopt ComEd’s proposal to annualize savings? 354 

A.  I will not offer a legal opinion about whether it is permissible under the Act, but I 355 

will offer some “policy” considerations that Staff considers relevant. 356 

  First, from my perspective, the best public policy rationale for percentage savings 357 

goals is that they provide a relatively straightforward means of assessing utility 358 

performance.  When combined with the Act’s threatened penalties for failing to meet 359 

these standards, they form the basis for a weak form of performance-based regulation.  360 

From that standpoint, the percentage goals are only useful if they are neither too easy nor 361 

too difficult to meet.  For instance, if the goals are simply impossible to meet, then they 362 

                                                 

1 By “ratable installation,” I mean that we are assuming 1/365ths of the total installations are completed each day of the 
planning year.  As I understand the Company’s annualization proposal, the 1/365th of installations that are completed on 
the first day will count toward the year’s energy savings the same as the 1/365th of installations completed on the 100th 
and 300th days; they will all count as contributing 365/365 or 100% of their expected annualized rate of savings.  
However, we know that all but the first measures to be installed will be in effect too briefly to contribute a full 100% 
during the planning period.  On average, only about 50% of the ComEd-annualized level of savings can be expected to 
actually accrue during the planning year. 
2  That is, the reciprocal of the value derived in footnote 1. 



 Docket No. 07-0540 
ICC Staff Exhibit 1.0 

 16

will not change utility behavior.  It would be like telling me I will be fined $1000 if I fail 363 

to run a marathon in under an hour.  I may as well give up, forget about training, and start 364 

saving my money now, because I know I will never be able to avoid the fine.  365 

Unfortunately, at this time, I do not have a firm grasp on whether the percentage goals in 366 

the Act are either too easy or too difficult to meet; I do not know if they are realistic 367 

either with or without annualizing savings. 368 

  Second, assume for a moment that the goals are realistic, but not guaranteed, 369 

particularly without allowing annualized savings.  Under such circumstances, not 370 

allowing annualized savings could induce the utility to choose less cost-effective 371 

programs and measures, specifically avoiding programs and measures that present greater 372 

savings opportunities but require relatively more time for marketing, preparation, or 373 

implementation.  In this regard, I note that the Act may already create a bias in favor of 374 

short-run savings opportunities.  Under the Act, the utility is only credited with a 375 

maximum of one year of savings (annualized or not), whether the measure has an 376 

expected useful life of 6 months, 6 years, or 25 years.  That is, the requirements are in 377 

terms of reducing annual energy demand and peak demand in individual years.  At the 378 

same time, the utility’s costs for subsidizing/encouraging measures are liable to be 379 

incurred up-front (during the year of installation).  This imbalance between the 380 

recognition of benefits and costs may tempt the utility to take a short-run view rather than 381 

a long-run view of energy savings opportunities.  Allowing partial-year savings to be 382 

annualized, as proposed by ComEd, at least does not exacerbate the Act’s built-in bias for 383 

measures and programs that promise instant gratification.  384 

Q.  ComEd witness Hall argues that “Adopting an annualized savings approach 385 
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saves significant amounts of money in evaluation, program planning, and projection 386 

of cost-effectiveness efforts.” (ComEd Ex. 7.0, pp. 10-11)  Should this influence the 387 

Commission’s decision to adopt the annualized savings approach? 388 

A.  No.  In describing the alternative, Mr. Hall creates a dubious straw man of 389 

unnecessary complexity.  In essence, the Company proposes to estimate the annual rate 390 

of energy savings.  The alternative does not have to be the no-holds-barred, full-blown 391 

attempt to collect massive amounts of data and pinpoint the precise moments when the 392 

effective demand for kilowatt-hours shrinks.  The alternative can be another relatively 393 

modest attempt at estimation.  If worst came to worst, even my simple ratable installation 394 

assumption could be used, although I am sure that we can do better than that without 395 

breaking the bank.  396 

  Mr. Hall’s discussion, however, does allude to another broader set of issues: that 397 

of “measurement and verification.”  That is, there is first the planned level of energy 398 

savings (which I have been discussing above), and then there is the after-the-fact level of 399 

energy saving that we actually think the Company was able to save.  I address this latter, 400 

broader set of “measurement and verification” issues later in this testimony. 401 

B. The Company’s projections 402 

Q.  Have you examined the work papers supporting the Company’s projections 403 

of annualized energy savings? 404 

A.  In response to Staff data request EDiv 1.01, the Company provided voluminous 405 

work papers.  I have reviewed a portion of these work papers.  406 

Q.  Have you specifically examined the Excel workbook that the Company 407 

labeled, “ED 1.01_Attach 104_(CONFIDENTIAL_in_Native_format).xls”?  408 
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A.  Yes.  This is an 18 megabyte file, containing the assumptions and computations 409 

that appear to have led to the plan’s projections of energy savings.  It also includes the 410 

assumptions and computations for the “total resource cost” test required under the Act, 411 

which is discussed later in this testimony.  The file includes computations associated with 412 

1325 efficiency measures. 413 

Q.  Have you discovered any errors in the energy savings computations 414 

contained in “ED 1.01_Attach 104_(CONFIDENTIAL_in_Native_format).xls”?  415 

A.  Yes.  One small set of the 1325 efficiency measures involves “Energy Star 416 

Transformers.”  The Company’s workbook contains a flaw that assigns a zero value for 417 

the avoided costs associated with these measures.  The workbook’s flaw would actually 418 

affect any measure with an assumed useful life greater than 21 years.  However, since the 419 

“Energy Star Transformers” (with useful lives of 25 years) were the only measures in the 420 

file with assumed useful lives greater than 21, the flaw affected only the computations for 421 

this one relatively small set of measures.  Perhaps this is why it went undetected by the 422 

Company.  423 

Q.  What is the significance of the above-cited error? 424 

A.  If anything, this particular error contributes a degree of conservativeness to the 425 

Company’s projected energy savings.  426 

Q.  Have you discovered any other potential flaws or anomalies from your 427 

review of other Company work papers that relate to the projection of energy 428 

savings? 429 

A.  Yes.  As discussed in a later section of this testimony in the context of “deemed” 430 

values, some questions remain about some of the computations performed by the 431 



 Docket No. 07-0540 
ICC Staff Exhibit 1.0 

 19

Company associated with certain lighting measures, as well as with the Company’s 432 

assumptions of so-called Net-to-Gross ratios.  It is unknown to me if these other potential 433 

flaws and anomalies bias the Company’s projections upward, downward, or not at all. 434 

Q.  Do you have an opinion about the validity of the Company’s energy savings 435 

projections? 436 

A.  At this time, I do not feel that I am in a position to provide a confident assessment 437 

of the Company’s energy savings projections.  In the limited time available to me, I have 438 

tried to delve as much as I could into the Company’s projections.  On the one hand, the 439 

basic approach taken by the Company appears valid to me; and, aside from the small and 440 

potential flaws and anomalies described above, I have not uncovered any computational 441 

errors.  On the other hand, the Company’s computations involve massive amounts of 442 

inputs derived from numerous sources.  Some of the inputs are the results of studies 443 

performed years ago in distant locations.  There has not been enough time to analyze a 444 

significant portion of the inputs and independently assess the validity of the source 445 

studies.  446 

X. Cost effectiveness of portfolio of measures 447 

Q.  Does the plan demonstrate that its overall portfolio of energy efficiency and 448 

demand-response measures, not including programs covered by item (4) of 449 

subsection (f) of Section 12-103 of the Act, are cost-effective using the total resource 450 

cost test? 451 

A.  The Company reports “The portfolio as a whole is cost-effective with a Total 452 
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Resource Cost (“TRC”) test benefit-cost ratio of 1.43.”3  The Company also reports that, 453 

aside from low-income programs, each of the individual programs that comprise the 454 

portfolio and each of the EE-DR measures that comprise these programs are expected to 455 

be cost effective.4  These assertions are supported by the testimony of ComEd witness 456 

Jensen (ComEd Ex. 6.0), who reports on how the Company’s EE-DR portfolio was 457 

developed.  Staff has been informed by DCEO that the agency relied “completely” on 458 

ICF International (the Company’s consultant) for computations of or related to the TRC 459 

test and the projected cost effectiveness of DCEO’s proposed programs.5 460 

  I have been able to determine that, given all the assumptions used by the 461 

Company, the TRC test was correctly computed.  However, as input to the TRC test, Mr. 462 

Jensen reports relying on a number of databases and models.  Some potential problems 463 

and anomalies with these databases and models were discussed in the previous section, 464 

but, due to the time constraints of this docket, my review of these databases and models 465 

has been necessarily cursory.  Hence, I cannot vouch for the resulting estimates of 466 

program benefits and costs. 467 

XI. Measurement and verification 468 

Q.  What are the issues that you have identified under the heading, 469 

“measurement and verification”? 470 

A.  Section 12-103(f)(7) of the Act states that the utility’s plan must  471 

                                                 

3 ComEd Ex. 1.0, p. 3.  
4 ComEd Ex. 1.0, pp. 9-10 and  24-25. 
5 DCEO response to Staff data request EDiv 2.02. 
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Provide for an annual independent evaluation of the performance of the 472 
cost-effectiveness of the utility's portfolio of measures and the 473 
Department's portfolio of measures, as well as a full review of the 3-year 474 
results of the broader net program impacts and, to the extent practical, for 475 
adjustment of the measures on a going-forward basis as a result of the 476 
evaluations. The resources dedicated to evaluation shall not exceed 3% of 477 
portfolio resources in any given year. 478 

  In addition, Sections 12-103 (i) and (j) of the Act seem to require someone to 479 

make periodic determinations of whether the “electric utility fails to meet the efficiency 480 

standard specified in subsection (b),” and impose penalties on the utility and other 481 

potential remedies for such failures.   I am informed by Staff counsel that that someone is 482 

most likely intended to be the Commission. 483 

  I am also informed by counsel that the two sets of Section 12-103 provisions cited 484 

above--12-103(f)(7) on the one hand and 12-103 (i) and (j) on the other--are not 485 

inextricably connected in the sense that the Section 12-103(f)(7) “independent 486 

evaluations” need not be the only basis upon which the Commission would make 487 

findings under Sections 12-103 (i) and (j).  Indeed, according to counsel, it is an open 488 

question whether Section 12-103(f)(7) “independent” evaluator(s) shall form any part of 489 

anticipated Section 12-103 (i) and (j) proceedings. 490 

  In light of these legal issues, I first discuss the “collaborative process” that the 491 

Company proposes as part of its plan for annually providing independent evaluations. 492 

  Second, I evaluate the Company’s proposed “deemed” values and the Company’s 493 

proposed role for such values in future “measurement and verification” proceedings. 494 

  Third, I evaluate whether percentage savings should be based on actual usage or 495 

previously forecast usage, in future “measurement and verification” proceedings. 496 

  Fourth, I evaluate ComEd’s proposal to “bank” excess energy savings and apply 497 
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that excess to the following Plan year.  498 

A. Section 12-103(f)(7) independent evaluations and future proceedings pursuant to 499 
Sections 12-103 (i) and (j) 500 

Q.  Does the plan provide for an annual independent evaluation of the 501 

performance of the cost-effectiveness of the utility's portfolio of measures and the 502 

Department's portfolio of measures, as well as a full review of the 3-year results of 503 

the broader net program impacts and, to the extent practical, for adjustment of the 504 

measures on a going-forward basis as a result of the evaluations? 505 

A.  It provides for an “evaluation process,” but I am not certain of its independence, 506 

as I will discuss below.   507 

Q.  Does the plan provide for limiting the resources dedicated to evaluation to a 508 

level no greater than 3% of portfolio resources in any given year? 509 

A.  Not explicitly, but this legal limit, from 12-103(f) of the Act, is acknowledged by 510 

the Company (see, for example, ComEd Ex. 2.0, p. 42).  Explicitly, taking 3% of the 511 

annual spending limits expressed in ComEd Ex. 5.3, the budget for evaluation would be 512 

limited to the following levels: 513 

Year Evaluation Spending Limit 
2008 $1,181,094 
2009 $2,447,916 
2010 $3,799,736 

3-yr total $7,428,746 
 514 

Q.  How does the Company describe its proposed “evaluation process”? 515 

A.  The plan lists the following 7 components of the Company’s proposed process: 516 

1. Development of a request-for-proposals (“RFP”) for evaluation services 517 
upon Commission approval of the Plan, and selection of the evaluator as 518 
soon as possible. 519 
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2. Certain measure savings values for common measures and NTG ratio values 520 
are “deemed” appropriate by the Commission for use in evaluating 521 
ComEd’s portfolio performance. 522 

3. Any changes in the deemed values that the evaluator believes are 523 
appropriate should only be applied prospectively to subsequent years of 524 
ComEd’s Plan. For example, if the evaluator determines that the NTG ratio 525 
for a program should be changed, that change should be applied only to 526 
savings booked in subsequent Plan years and not to adjust savings booked to 527 
that point or otherwise booked in the current year. 528 

4. In calculating the ratio of net program savings to gross program savings, the 529 
evaluator shall consider both free rider and spillover effects. 530 

5. Preparation of semi-annual evaluation status reports by the evaluator. 531 

6. Within the broader collaborative effort ComEd proposes, stakeholder 532 
participation in the following: 533 

a. The development of the scope of work included in the solicitation of 534 
evaluation services. 535 

b. The review of evaluation proposals. 536 

c. The development of evaluation protocols that address the schedule for 537 
evaluations, the contents of evaluation reports, and the appropriate 538 
methods to be applied to evaluation of different types of program 539 
elements. 540 

d. The review of semi-annual reports prepared by the evaluator. 541 

7. Funds spent on market assessment studies to better understand baseline 542 
market conditions, consumer preferences, market effects of programs, and 543 
market actor behavior (e.g., training practices of HVAC contractors) are 544 
not considered evaluation funds for purposes of the 3% evaluation cap.  545 

 546 
Q.  Do you have any opposition to the Company’s proposal that funds spent on 547 

market assessment studies to better understand baseline market conditions, 548 

consumer preferences, market effects of programs, and market actor behavior (e.g., 549 

training practices of HVAC contractors) would not be considered “evaluation 550 

funds” for purposes of the 3% evaluation cap? 551 



 Docket No. 07-0540 
ICC Staff Exhibit 1.0 

 24

A.  No, it is reasonable to me.  Without attempting to offer a legal opinion, I do not 552 

see how such activities could be construed as evaluation.  On the other hand, they are part 553 

of the overall EE-DR effort and, thus, should be included in the annual spending limits 554 

(i.e., the $39.4 million, $81.6 million, and $126.7 million limits discussed earlier under 555 

the section entitled “The estimated spending screens”).  556 

Q.  Do you have any opposition to the Company’s proposal to develop a request-557 

for-proposals (“RFP”) for evaluation services upon Commission approval of the 558 

Plan, and selection of the evaluator as soon as possible? 559 

A.  No. 560 

Q.  Do you have any opposition to the evaluator hired by the Company 561 

preparing semi-annual evaluation status reports? 562 

A.  No.   563 

Q.  Do you have any opposition to the Company’s proposal that, in calculating 564 

the ratio of net program savings to gross program savings, the evaluator shall 565 

consider both free rider and spillover effects? 566 

A.  In principal, I would have no opposition to evaluations of program savings taking 567 

into account “free rider” and “spillover” effects.  These terms of art, by the way, are 568 

explained in the next subsection section, below.  However, I would also note that 569 

estimating “free rider” and “spillover” effects may be easier said than done.  I discuss 570 

these effects in greater detail later in my testimony.  Thus, such estimates should be held 571 

up to scrutiny, and any uncertainty concerning their accuracy should be revealed.  572 

Q.  Do you have any opposition to the Company’s proposal to “deem” certain 573 

values for use in evaluating ComEd’s portfolio performance? 574 
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A.  Yes, I do have some opposition to this aspect of the Company’s measurement and 575 

verification proposal.  My position concerning deeming is articulated more fully in the 576 

next subsection, below. 577 

Q.  Do you have any opposition to the Company’s proposal that changes in 578 

deemed values that the evaluator believes are appropriate should only be applied 579 

prospectively to subsequent years of ComEd’s Plan? 580 

A.  Yes, I do have some opposition to this aspect of the Company’s measurement and 581 

verification proposal.  My position concerning deeming is articulated more fully in the 582 

next subsection, below. 583 

Q.  The Company describes a “collaborative” process, and proposes that, as part 584 

of this collaborative effort, the Company would seek stakeholder participation in 585 

the following: 586 

a. The development of the scope of work included in the solicitation 587 
of evaluation services. 588 

b. The review of evaluation proposals. 589 

c. The development of evaluation protocols that address the schedule 590 
for evaluations, the contents of evaluation reports, and the 591 
appropriate methods to be applied to evaluation of different types 592 
of program elements. 593 

d. The review of semi-annual reports prepared by the evaluator. 594 

 ComEd Ex. 1.0, Part 1, p. 13. 595 

  Furthermore, ComEd witness Brandt testifies that stakeholders in the 596 

proposed collaborative process would be relied upon for advice concerning the 597 

firing of evaluation contractors and the hiring of new ones. (ComEd Ex. 2.0, p. 38) 598 

  Should the Commission approve these aspects of the Company’s plan? 599 
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A.  No.  Ultimately, I believe that the Company should be responsible for 600 

implementing the plan approved by the Commission, including but not limited to 601 

providing an “independent evaluation.”  If the Company wishes to enlist interested 602 

parties in that implementation process, that should be left to the Company’s discretion, 603 

and need not be approved or ordered by the Commission. 604 

  However, if the Commission, despite my advice, was inclined to order the utility 605 

to include a collaborative process as part of its implementation of the plan, then there are 606 

several other questions that should be addressed.  First, aside from the DCEO, the ICC 607 

Staff, and the Attorney General, the Company does not explicitly describe which 608 

organizations would be eligible and which would be ineligible to be a part of the 609 

collaborative process.  Second, the Company does not specify the degree to which the 610 

participants in this collaborative will be “decision makers” or merely advisors to the 611 

Company.  Third, to the extent to which participants would be “decision makers,” the 612 

Company does not describe how many votes each of the eligible participating 613 

stakeholders would be able to cast. 614 

  In addition, I am also worried that the Company’s plan blurs the line between the 615 

Act’s evaluation provisions—those within subsection 12-103(f)(7) on the one hand and 616 

those within subsection 12-103 (i) and (j) on the other.  As I noted, above, based on the 617 

advice of counsel, it is my understanding that these two sets of provisions are not 618 

inextricably connected in the sense that the Section 12-103(f)(7) “independent 619 

evaluations” arranged by the utilities need not be the basis (or the only basis) upon which 620 

the Commission would make findings under Sections 12-103 (i) and (j).  621 

Q.  Does the Staff intend on participating in the Company’s collaborative 622 
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process? 623 

A.  At this juncture, Staff intends on participating in the Company’s collaborative 624 

process, but would consider itself to be mostly just an observer.  In general, Staff wishes 625 

to remain independent.  This position could change, however, if the Commission chooses 626 

to order the utility to include a collaborative process as part of its implementation of the 627 

plan.  Specifically, if the Commission grants some form of decision-making powers to 628 

non-utility participants in the collaborative process, Staff may be compelled to be more 629 

active participants.  630 

B. The role of “deemed” values in evaluating EE-DR savings 631 

Q.  As previously noted, following the second and third years of the plan, 632 

Sections 12-103 (i) and (j) of the Act require a determination of whether the 633 

“electric utility fails to meet the efficiency standard specified in subsection (b).”  For 634 

a subset of the efficiency measures that ComEd has included in its portfolio of 635 

programs, the Company seeks Commission pre-approval of certain values that 636 

would be assumed (or “deemed”) for purposes of these Sections 12-103 (i) and (j) 637 

determinations.  Have you reviewed the Company’s proposed deemed values? 638 

A.  Yes.  They were identified within the testimony of ComEd witness Jensen, 639 

ComEd Ex. 6.0, in Tables 6, 7, and 8, on pages 39-42.  The values in Tables 6 and 7 only 640 

involve lighting measures, while the values in Table 8 involve all measures and all of the 641 

ComEd (and DCEO) efficiency programs. 642 

Q.  Have you identified any potential inaccuracies with the deemed values within 643 

Table 6 (ComEd Ex. 6.0, pp. 39-40)? 644 

A.  Yes.  With respect to “Table 6: Proposed Deemed Annual kWh Savings Values,” 645 
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Mr. Jensen explained that the savings values were  646 

… based on a simple calculation that multiples the difference in wattage 647 
between the assumed base technology and the efficient technology and the 648 
number of hours of operation.  The operating hours used in the calculation 649 
are shown in Table 7. 650 

 ComEd Ex. 6.0, pp. 40-41 651 

 However, when I performed the simple calculation described by Mr. Jensen, for some of 652 

the measures, I got different results than those found in Table 6.  In a data request 653 

response6, the Company suggested that it would be making several modifications to Mr. 654 

Jensen’s testimony and his Tables 6 and 7 (although at the time of this writing, I have not 655 

seen these revisions posted to e-Docket).  656 

Q.  What revisions to Mr. Jensen’s Table 7 “Operating Hours” did the 657 

Company’s data request response suggest would be appropriate?   658 

A.  The original Table 7, which provides input to computations needed to produce 659 

Table 6, included one number for the operating hours for “small retail” lighting.  660 

According to the data request response, the operating hours for this sector should 661 

distinguish between CFL and non-CFL lighting.  The revised table would use the 662 

previous value of 3,724 for CFL lighting, but would add a new value of 4,004 for non-663 

CFL lighting.   664 

Q.  What revisions to Mr. Jensen’ Table 6 “Proposed Deemed Annual kWh 665 

Savings Values” did the Company’s data request response suggest would be 666 

appropriate? 667 

A.  The revisions to Table 6 would be to the energy savings shown for non-CFL 668 

                                                 

6 Staff data request EDIV 2.05. 
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lighting measures.  The suggested revisions are due to three factors identified by the 669 

Company in its response to Staff’s data request.  First, there is the change in the operating 670 

hour assumptions, as described in the immediately preceding question and answer. 671 

  Second, the original calculations included “interactive effects.”  The data request 672 

response indicates that that these effects are a function of the interaction between lighting 673 

and building thermal loads, that such effects can be quite variable, and that, therefore, the 674 

revised Table 6 would exclude these effects and would be based solely on the difference 675 

in power consumption between the two technologies and hours of operation.  In the study 676 

conducted by Itron that the Company cites as support for these values, the energy 677 

interaction effect for the Retail – Small market sector is 1.11.7  In excluding this 678 

interaction value of 1.11, ComEd is implicitly including the more “conservative” value of 679 

1.00 (i.e., conservatively avoiding overestimating the energy savings).  680 

  Third, the Company’s response indicates that  681 

[T]he difference in power consumption between the base and 682 
efficient technologies is not simply the difference in bulb wattage 683 
between base and efficient technologies. The ballasts themselves 684 
draw varying levels of power. Electronic ballasts draw less power 685 
than magnetic ballasts, with power consumption based on the 686 
"ballast factor," which is lower for more efficient ballasts, higher 687 
for less efficient ones.  688 

 The Company also provided Staff with a table entitled “Calculations for T-8 Measures,” 689 

which purportedly takes into account both lamp and ballast wattage differences.8 690 

Q.  What is contained within Table 8 (ComEd Ex. 6.0, p. 42)? 691 

                                                 

7  2004-05 Database for Energy Efficient Resources (DEER) Update Study, Final Report (December 2005), Table 3-5, p. 
3-9, provided as “ED 1.01_Attach 16.PDF,” in response to Staff data request EDiv 1.01 to ComEd. 
8 “Tn” specifies the diameter of tubular fluorescent bulbs in eighths of an inch.  Thus, T8 is equivalent to a 1 inch 
diameter, while T12 would have a diameter of 12/8ths (or 1.5) inches. 
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A.  Table 8 contains the Company’s proposed deemed values for “Net-to-Gross” 692 

(“NTG”) ratios for each of the Company’s programs, as well as each of DCEO’s 693 

programs.  As I am about to describe, an NTG ratio is an adjustment to an otherwise valid 694 

estimate of the energy savings attributable to the installed efficiency measures under 695 

examination.  Ideally, an NTG ratio would accurately take into account the following 696 

behavioral phenomena:   697 

  First an NTG ratio would effectively deduct the portion of savings that would 698 

have occurred even in the absence of the program that encouraged those measures to be 699 

installed, because (a) some of the participants would have installed the same measures at 700 

the same time, (b) some of the participants would have installed the same measures but a 701 

little later, and (c) some of the participants would have installed measures that were not 702 

quite as efficient as those under examination, but would still be greater-than-standard 703 

efficiency measures (with some of those being installed at the same time that the 704 

measures under examination were installed, and others being installed somewhat later).  705 

Some refer to this as “free-rider” effects. 706 

  Second, an NTG ratio would effectively add savings due to efficiency measures 707 

other than those under examination, installed either by program participants or non-708 

participants, but that would not have been installed in the absence of the efficiency 709 

program.  Some refer to this as “spillover effects.”  710 

  Thus, an NTG ratio could be derived as:  711 

 100%  712 
–  a percentage capturing free rider effects 713 
+  a percentage capturing spillover effects. 714 

Q.  Did you identify any potential inaccuracies with the deemed values within 715 
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Table 8 (ComEd Ex. 6.0, p. 42)? 716 

A.  Yes.  What initially struck me when I first saw Table 8 in Mr. Jensen’s testimony 717 

is that for 24 of the 26 programs listed the proposed value is the same—0.8.  This seemed 718 

suspicious to me.  It certainly suggests that this particular deemed value is much more of 719 

a guesstimate than the result of years of empirical study, as suggested by ComEd witness 720 

Brandt when he states, 721 

These values have been evaluated numerous times over several years, and 722 
projections of the NTG ratio from these other analyses will provide 723 
ComEd with reasonable projections of their expected results. There is no 724 
reason to use limited evaluation dollars to conduct new analyses of this 725 
data. 726 

Q.  Have you attempted to learn the basis for this 0.8, which the Company seeks 727 

to have deemed for 24 of its 26 programs? 728 

A.  Yes.  In response to Staff data request EDiv 2.04, the Company indicates that this 729 

value of 0.8 is in use by the California Public Utilities Commission (“CPUC”).  Further 730 

investigation revealed that 0.8 is considered by the CPUC to be a “default value.”  For 731 

instance, Chapter 4 of the CPUC’s “Energy Efficiency Policy Manual” states, in part,  732 

Applicants should refer to the SPM to determine the appropriate 733 
manner in which to use NTGRs in submitting program cost-734 
effectiveness information. Program proposals should use the 735 
applicable NTGRs listed below. If a program is not listed below, or if 736 
a proposed program design deviates substantially from past design of 737 
related programs, program proposals may utilize a default NTGR of 738 
0.8 until such time as a new, more appropriate, value is determined in 739 
the course of program evaluation. All existing programs not listed 740 
below shall also use a default value of 0.8. 741 
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 742 

 CPUC, “Energy Efficiency Policy Manual,” Version 2, August 2003, pp. 18-19.9 743 

  Of course, this alone does not explain the basis for the 0.8 value, and such an 744 

explanation is not to be found in the entire CPUC document.  However, in response to 745 

another data request, Company witnesses Jensen and Hall indicate that 746 

(i) The 0.8 default NTG ratio value is not a program-specific 747 
calculated value, but is a value that can be expected at the individual 748 
program level via the program's implementation efforts. If the program 749 
is well designed, managed and operated, Mr. Hall would expect the 0.8 750 

                                                 

9 Although this manual is “Prepared by the Energy Division,” it purportedly “contains the California Public Utilities 
Commission’s (Commission) policy rules in the development and evaluation of energy efficiency programs in 
California.”  The reference to SPM is to the “California Standard Practices Manual.” 
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NTG ratio value to be a good starting place from which the specific 751 
conditions associated with the program delivery would influence the 752 
direction and intensity of the difference between the initial NTG ratio 753 
and the expost evaluation NTG ratio values. If the evaluations show 754 
higher NTG ratio values, then the net savings will reflect the higher 755 
savings, indicating effective operational strategies. If the evaluations 756 
demonstrate lower NTG ratio values, then the program would be 757 
expected to take action to increase the NTG ratio value, if needed. The 758 
0.8 default is based on the knowledge that this represents a reasonable 759 
expected value for a wide range of programs. 760 

(ii) The NTG ratio value was set at 0.8 for many different types of 761 
programs because, based on Mr. Hall's experience, it is a reasonable 762 
value that he would expect to see from the evaluation efforts. The 763 
value can be adjusted over time if the program evaluations indicate a 764 
change to the initial NTG ratio value is needed, and such new value 765 
would apply prospectively in the next plan year. 766 

 Response to Staff data request EDiv 2.04. 767 

 Thus, Company witness Hall appears to base 0.8 on his personal experience.  768 

Furthermore, he endorses it as “a good starting place … for many different types of 769 

programs,” which “can be adjusted over time if the program evaluations indicate a 770 

change to the initial NTG ratio value is needed, and such new value would apply 771 

prospectively in the next plan year.”  (Ibid.)  As far as I can determine, no specific study 772 

forms the basis for 0.8. 773 

Q.  Do you recommend that, in this docket, the Commission “deem” the values 774 

presented in Mr. Jensen’s Tables 6, 7, and 8 (ComEd Ex. 6.0, pp. 39-42)? 775 

A.  No.  Even if I believed that “deeming” was a good idea in general (which I 776 

discuss in a later question and answer), based on the various concerns expressed above 777 

about potential inaccuracies in Tables 6, 7, and 8, I would recommend against the 778 

Commission approving these values for purposes of Sections 12-103 (i) and (j) of the 779 

Act.  Further analysis may reveal my concerns with specific Table 6, 7, and 8 values to 780 
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be unwarranted, but, at this time, I cannot endorse these particular values. 781 

Q.  Does the DCEO seek Commission approval of deemed values? 782 

A.  Yes.  DCEO witness Feipel states,  783 

DCEO’s energy efficiency programs and implementation plan are 784 
currently based on kWh savings values related to individual efficiency 785 
measures, net-to-gross ratios, and realization rates based on 786 
nationwide efficiency data supplied to DCEO and the utilities by ICF 787 
International, Inc. DCEO requests that these kWh savings, net-to-788 
gross, and realization rate values be approved by the Commission for 789 
use in the first three year planning period. If approved, these values 790 
would apply unless and until the results of the Measurement and 791 
Evaluation process determined that they should be modified based on 792 
information collected in Illinois. To the extent that the evaluator and 793 
the Advisory Group described below should propose different values 794 
than those approved in the plans, those new values, if accepted by the 795 
Commission, would apply on a going forward basis. 796 

 DCEO Ex. 1.0, p. 54. 797 

Q.  Specifically, what values does DCEO seek to have deemed by the 798 

Commission? 799 

A.  In Staff data request EDiv 2.01(a), Staff sought clarification from DCEO of the 800 

specific values the agency seeks to have deemed.  The Department’s initial response was 801 

as follows: 802 

(a) Please provide tables listing all values for kWh savings, net-to-gross ratios, 803 
realization rates, and all other categories for which DCEO seeks approval by 804 
the Commission for use in the first three year planning period.  805 

RESPONSE: 806 

a) The information requested is contained in DCEO Exhibit 1.01. 807 

 DCEO initial response to EDiv 2.01(a)  808 

  To Staff, the Department’s initial response to this data request implied that it 809 

sought every number included in DCEO Ex. 1.01 to be deemed.  From inspection of 810 

DCEO Ex. 1.01, that meant that the Department seemed to be requesting, among other 811 
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things, that the total level of planned kWh savings would be deemed.  Since, among other 812 

things, that would obviate the need for any future Commission review of realized energy 813 

savings, Staff sought additional clarification from DCEO.  A document entitled, 814 

“Clarification to … EDiv 2.01(a),” was received by Staff on December 13, 2007.  It is 815 

reproduced below: 816 

 817 
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 818 



 Docket No. 07-0540 
ICC Staff Exhibit 1.0 

 37

 819 



 Docket No. 07-0540 
ICC Staff Exhibit 1.0 

 38

 820 

Q.  Does the Department’s clarification to Staff data request EDiv 2.01(a), 821 

reproduced above, resolve your uncertainty with the respect to what the 822 

Department seeks to have deemed?  823 

A.  No. 824 

Q.  What uncertainty persists, in your view? 825 
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A.  First, the “Clarification to … EDiv 2.01(a)” suggests that DCEO seeks for 826 

“realization rates” to be deemed.  I would note that Mr. Jensen (from ICF International, 827 

which DCEO cites as being responsible for providing these numbers) states in response 828 

to another Staff data request (EDiv 3.01 to ComEd) that realization rates should not be 829 

deemed, explaining:  830 

 831 
… 832 

 833 
  Second, the “Clarification to … EDiv 2.01(a)” suggests that it wants to have 834 

deemed all the numbers for kWh savings associated with the Public Sector Prescriptive 835 

Program measures that are found in Appendix B of the ComEd’s plan and Appendix B of 836 

the Ameren plans.  ComEd’s Appendix B is 70 pages; Ameren’s Appendix B is 85 pages.  837 

Only portions of those appendices are associated with the Public Sector Prescriptive 838 

Program measures, though.  Specifically, there are 140 Public Sector Prescriptive 839 

Program measures for ComEd and 51 for Ameren.  Some of these are measures that are 840 

also included in the utilities’ programs, except that the utilities are not seeking to have 841 

the kWh values deemed; these include the following efficient technologies (e.g., Chiller 842 

Efficiency, Packaged Unit Efficiency, and VAV).  I am not certain if DCEO seeks to 843 

have deemed the kWh savings of this particular subset of measures.  Furthermore, these 844 

Appendices list a considerable amount of information for each measure.  I suspect, but 845 

am not certain, that DCEO seeks just the per installation values (in the front part of these 846 
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tables) to be deemed, and not the projected total kWh savings (shown further down, next 847 

to what looks like projected installation levels). 848 

  Third, while DCEO cites DCEO Exhibits 1.08 through 1.11, from the agency’s 849 

description, I believe it intended to refer to Exhibits 1.07 through 1.10.  Furthermore, 850 

these exhibits include two types of kWh savings values:  (A) per installation and (B) 851 

total.  From my calculations, the latter are equal to (i) the per-installation values times (ii) 852 

an assumed or projected number of installations times (iii) an assumed realization rate 853 

times (iv) an assumed net-to-gross ratio.  Thus, if DCEO seeks to have the total kWh 854 

savings values deemed, it would essentially be asking for the deeming of all four sets of 855 

numbers (i-iv).  However, DCEO may only be asking for the per-installation kWh 856 

savings values to be deemed.  In that case, it is asking for deeming only the following 857 

values: 858 

From DCEO Ex. 1.7: 859 

 860 
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From DCEO Ex. 1.8: 861 

 862 

From DCEO 1.9: 863 

 864 
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From DCEO 1.10: 865 

 866 

Q.  Have you had an opportunity to thoroughly examine the bases for the 867 

various values that DCEO seeks to have deemed?  868 

A.  No. 869 

Q.  In general, do you recommend that, in this or any other planning docket, the 870 

Commission “deem” values related to the computation of energy savings for 871 

purposes of Sections 12-103 (i) and (j) of the Act?  872 

A.  No.  I recommend against deeming in this, or any other planning docket; but 873 

allow me to clarify this position.  Under the sole rubric of “deemed values,” the Company 874 

and DCEO actually have raised two issues:  875 

  (1) the partial reliance on values derived NOT from evaluation of the Company’s 876 

programs, i.e., NOT by collecting data on the Company’s customers and their usage of 877 

energy, but from external databases and studies performed in other places and at other 878 

times;  879 

  (2) the pre-approval of those values now, in this docket, as opposed to later, in 880 
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future proceedings, when the Commission must make findings pursuant to Sections 12-881 

103 (i) and (j) of the Act. 882 

  My most significant concern is with (2) rather than (1).  Indeed, there are some 883 

sound and practical reasons for partially relying on values derived NOT from evaluation 884 

of the Company’s programs (i.e., NOT by independently collecting unique data on the 885 

Company’s customers and their usage of energy), but from external databases and studies 886 

performed in other places and at other times.  Simply put, there may very well already be 887 

available a wealth of useful data and sound expert analysis that can be tapped into and 888 

that can help in the process of estimating energy savings in Illinois.  Indeed, for the 889 

planning purposes of this docket, the Company has relied upon such databases and 890 

studies, and Staff has not objected to that extent. 891 

  But that same wealth of useful data and sound expert analysis will still exist one 892 

year from now, two years from now, three years from now, etc.  In fact, there may be 893 

even more of such data and studies available.  In addition, there will have been 894 

significantly more time for Staff and interveners (in preparation of future Sections 12-103 895 

(i) and (j) proceedings) to have reviewed this wealth of data and studies and to have 896 

determined if some of it is less than useful or less than sound.  Staff may even hire 897 

additional personnel or consultants, specializing in energy efficiency program evaluation, 898 

to cobble together Staff’s version of the most reasonable and accurate energy efficiency 899 

databases.  On the other hand, while reliance on such databases may be reasonable and 900 

even preferable for some programs, measures, and/or variables, such reliance may be 901 

unreasonable in other instances.  In either event, the decision to rely on such databases, 902 

like the decision to use one set of values versus another, need not and should not be made 903 
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at this time, in this docket, or for that matter, in any planning docket. 904 

Q.  ComEd witnesses Brandt, Jensen, and Hall all argue that the Commission 905 

should deem the values in Mr. Jenson’s Tables 6 through 8 in order to mitigate the 906 

Company’s risk.  Is that a valid argument for the Company’s proposal? 907 

A.  No.  It is true that the law establishes standards that the Company must meet and 908 

penalties for failure to meet these standards.  Based on t he advice of counsel, it is my 909 

understanding that the Commission’s job is to assess whether the standards have been 910 

met and, if warranted, impose the penalties.  Certainly, the Commission could make that 911 

job easier simply by deeming values.  However, in my view, getting the numbers right is 912 

more important then getting them right away.  In my view, making a judgment now, with 913 

a bare minimum of review, is not amenable to getting the numbers right.   914 

  Furthermore, the degree of risk to which the Company is exposed is negligible.  915 

For ComEd, the monetary penalty mentioned in the Act for failure to meet the standards 916 

cannot exceed a total of $1,330,000 ($665,000 if, after 2 years, ComEd fails to meet the 917 

efficiency standard, plus another $665,000 if, after 3 years, ComEd fails to meet the 918 

efficiency standard).  When compared to the Company’s annual distribution rate 919 

revenues (at current rates), $665,000 would amount to a not-very-impressive penalty of 920 

less than 0.04% (That is not 4 percent, but 4 hundredths of 1 percent!).10   921 

C. Basing percent savings on actual usage versus previously forecast usage 922 

Q.  Following the second and third years of the plan, Sections 12-103 (i) and (j) 923 

of the Act seem to require determination of whether the “electric utility fails to meet 924 

                                                 

10 Computations based on rates and quantities listed in ComEd Ex. 5.1 and 5.2.  
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the efficiency standard specified in subsection (b).”  For this determination, should 925 

the efficiency standard be “0.4% of [the actual quantity of] energy delivered in the 926 

year commencing June 1, 2009” and “0.6% of [the actual quantity of] energy 927 

delivered in the year commencing June 1, 2010” or should it be “0.4% of [the 928 

previously forecast quantity of] energy delivered in the year commencing June 1, 929 

2009” and “0.6% of [the previously forecast quantity of] energy delivered in the 930 

year commencing June 1, 2010”? 931 

A.  To the extent to which this calls for a legal opinion or interpretation of the Act, I 932 

offer no opinion or interpretation.  However, from my own “policy” perspective, the most 933 

appropriate method would depend on (1) on the make-up of the portfolio under 934 

evaluation (particularly on the portfolio’s share of weather-sensitive versus non-weather 935 

sensitive measures) and (2) on how energy savings are determined in these future 936 

proceedings.  After explaining these considerations, I will offer my policy 937 

recommendation. 938 

Q.  What is the significance of the make-up of the portfolio under evaluation? 939 

A.  Notwithstanding the influence of energy efficiency programs, the difference 940 

between forecast and actual levels of consumption are due largely to difference between 941 

“normal” and actual weather.  For instance, a hotter-than-average summer is apt to 942 

induce a higher-than-average consumption of electricity as air-conditioners work 943 

overtime to keep us comfortable.  Similarly, a portfolio of energy efficiency measures 944 

directed mostly to weather sensitive energy uses (e.g., air conditioning/cooling) will have 945 

a differential impact depending on actual weather.  But a portfolio of energy efficiency 946 

measures directed mostly to non-weather sensitive energy uses (e.g., lighting usage is apt 947 
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to be relatively insensitive to weather) will produce about the same level of savings 948 

regardless of weather.  Thus, for weather-sensitive measures, perhaps a more meaningful 949 

assessment of the utility’s performance in obtaining energy savings would compare 950 

savings to actual usage.  But for weather insensitive measures, perhaps a more 951 

meaningful assessment of performance would compare savings to a weather-normalize 952 

level of usage.  953 

Q.  What is the significance of how energy savings are determined? 954 

A.  For purposes of the plan, I would anticipate that the Company would estimate 955 

future energy savings from weather-sensitive efficiency measures under an assumption of 956 

normal weather.  Except as part of a sensitivity analysis, it would be inappropriate to 957 

assume extremely cold or extremely warm conditions.  However, the after-the-fact 958 

energy savings from these weather-sensitive efficiency measures over any given period 959 

(such as June 2009 to May 2010) could be determined either in light of the weather 960 

conditions that prevailed that year (as implicitly assumed in the previous Q&A), or they 961 

could again be determined under an assumption of normal weather.  If after-the-fact 962 

energy savings from weather-sensitive efficiency measures are determined in light of 963 

prevailing weather conditions, then, as previously stated, perhaps a more meaningful 964 

assessment of the utility’s performance in obtaining energy savings would compare those 965 

savings to actual usage.  On the other hand, if after-the-fact energy savings from weather-966 

sensitive efficiency measures are determined under an assumption of normal weather, 967 

then perhaps a more meaningful assessment of performance would compare those 968 

weather-normalized savings to a weather-normalized level of usage.   969 

Q.  What is your recommendation with regard to whether after-the-fact savings 970 
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should be based on actual or normalized weather conditions and whether the 971 

attainment of percentage savings goals should be based on actual or previously 972 

determined total consumption?  973 

A.  If it is permissible under the Act, then I would recommend using previously 974 

determined total consumption (that is, determined in this proceeding as weather-975 

normalized, expected usage), and that after-the-fact energy savings determinations be 976 

adjusted if necessary to reflect an assumption of normal weather, as well.  977 

D. The ability to “bank” excess energy savings in a given Plan year, and apply that 978 
excess to and reduce a subsequent Plan year’s goal. 979 

Q.  Are you familiar with ComEd witness Brandt’s testimony concerning the 980 

“banking” of excess energy savings? 981 

A.  Yes.  Mr. Brandt states that the Company is seeking from the Commission 982 

permission to ‘bank’ excess energy savings in a given Plan year, and apply that excess to 983 

reduce a subsequent Plan year’s goal (ComEd Ex. 2.0, p. 2), explaining further that 984 

In such a circumstance, forecast costs for the subsequent year of the 985 
Plan would be adjusted downward to reflect the need to achieve a 986 
lower kWh reduction in that year.  In such case, not only would the 987 
goal be reduced in the subsequent year, but the projected costs input in 988 
Rider EDA would also be reduced for the subsequent year.  This is 989 
explained in additional detail in Mr. Crumrine’s direct testimony.  (See 990 
ComEd Ex. 5.0.) This “banking” concept is very important to the 991 
overall management of ComEd’s portfolio. 992 

 ComEd Ex. 2.0, p. 40. 993 

Q.  Should ComEd be authorized to “bank” excess energy savings in a given 994 

Plan year, and apply that excess to reduce a subsequent Plan year’s goal? 995 

A.  If it is legally permissible, then I would recommend that the Commission 996 

authorize such banking.  Although I will not provide a legal opinion, I do offer the 997 
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following “policy” consideration.  In the absence of banking, in any one plan year, there 998 

is little reason for the Company to pursue savings above the goals set forth in the Act (or 999 

at a rate any faster than required by the Act).  In fact, achieving greater energy savings 1000 

(or achieving energy savings at a faster rate) in one year, may make it more difficult to 1001 

achieve the Act’s goals in the following year, as the market for efficiency products and 1002 

services becomes more saturated.  Thus, the lack of banking privileges may actually 1003 

constitute a disincentive to achieving greater energy savings (or achieving energy savings 1004 

at a faster rate).  Furthermore, since there some uncertainty about future participation 1005 

levels and future savings cannot be forecast precisely, this disincentive to achieving 1006 

greater energy savings (or achieving energy savings at a faster rate) may actually 1007 

decrease the ultimate attainment of the Act’s percentage savings goals. 1008 

Q. Does this conclude your prepared direct testimony? 1009 

A.  Yes.  1010 




