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Illinois Commerce Commission 

Docket No. 10‐0527 

Direct Testimony of Dylan Sullivan 

Submitted on behalf of the Natural Resources Defense Council 

I. INTRODUCTIONS AND QUALIFICATIONS 1 

Q. Please state your name, business address, and position. 2 

A. My name is Dylan Sullivan. My business address is 2 North Riverside Plaza, Suite 2250, 3 

Chicago, Illinois 60606. I am employed by the Natural Resources Defense Council (“NRDC”) as 4 

an Energy Advocate. 5 

Q. Please describe your educational background and professional experience. 6 

A. I earned a Bachelor of Arts degree, magna cum laude, in Environmental Geology from 7 

the University of Missouri-Columbia in 2004 and a Master of Science in Civil and 8 

Environmental Engineering from Stanford University in June 2008. My Master’s degree was 9 

energy focused: I graduated from the Civil and Environmental Engineering Department’s 10 

Atmosphere/Energy program and took classes on economic analysis of natural resources and 11 

climate policy, air quality analysis, and energy efficiency and renewable energy technologies and 12 

practices. I joined NRDC in June 2008. At NRDC, I work throughout the Midwest to promote 13 

energy efficiency policies that lower customer utility bills and cut pollution, with the goal of 14 

acquiring all cost effective energy efficiency. I also advocate for changes in regulations that 15 

guide the utility business model to ensure that the interests of utilities and their customers are 16 

aligned in the promotion of energy efficiency. I co-represent NRDC on the Stakeholder Advisory 17 

Group assisting Illinois utilities in meeting the state’s efficiency portfolio standard, and on 18 
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groups that serve the same purpose at Duke Energy-Ohio, American Electric Power-Ohio, and 19 

FirstEnergy’s Ohio operating companies.  20 

Q. Have you previously testified before the Illinois Commerce Commission 21 

(“Commission”)? 22 

A. No. However, I have testified before the Public Utilities Commission of Ohio, the Indiana 23 

Utility Regulatory Commission, and the Kansas Corporation Commission on: (i) the design, 24 

implementation, and administration of energy efficiency programs, (ii) policies that remove 25 

utilities’ current disincentive to support energy efficiency, (iii) policies that reward a utility for 26 

performing well in saving customers money through energy efficiency programs, and (iv) 27 

mechanisms for collecting the costs of energy efficiency programs.1  28 

Q: What documents did you review to prepare your testimony? 29 

A: I read the Direct Testimony and Exhibits of the Petitioner in the Case, Commonwealth 30 

Edison Company (“ComEd” or “Company”). I consulted 220 ILCS 5 Article 9 Section 244 of 31 

the Illinois Public Utilities Act (“alternative regulation statute”). I also read evaluators’ reports of 32 

ComEd’s first year of energy efficiency programs and ComEd’s energy efficiency potential 33 

study. 34 

Q: What is the purpose of your testimony? 35 

A: The purpose of my testimony is to describe Illinois’ efficiency policies and ComEd’s 36 

implementation of energy efficiency programs, describe how ComEd’s customers pay more for 37 

energy services because ComEd cannot currently go after additional cost effective energy 38 

                                                            
1 Public Utilities Commission of Ohio Case No. 08-935-EL-SSO, Case No. 09-1947-EL-EEC, et al., and Case No. 
10-388-EL-SSO, Indiana Utility Regulatory Commission Cause No. 43839, and Kansas Corporation Commission 
Case No. 10-KCPE-795-TAR. 
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efficiency, and propose an alternative regulation mechanism to acquire additional cost effective 39 

energy efficiency, resulting in substantial customer benefit.  40 

II: Energy Efficiency in Illinois 41 

Q: How do you define energy efficiency? 42 

A: Energy efficiency means reducing energy use while maintaining or improving the level of 43 

comfort, energy service, or output of products or services. 44 

Q: How does Illinois law affect energy efficiency? 45 

A: In passing the Illinois Power Agency Act (“IPA Act”), the legislature declared:  46 

 “The health, welfare, and prosperity of all Illinois citizens require the provision of 47 
 adequate, reliable, affordable, efficient, and environmentally sustainable electric service 48 
 at the lowest total cost over time, taking into account any benefits of price stability.”2 49 
 (emphasis added) 50 
  51 

The IPA Act required electric utilities “to use cost-effective energy efficiency and 52 

demand-response measures to reduce delivery load”3 and set annual targets for energy efficiency 53 

acquisition by utilities starting in 2008. Notwithstanding these targets, the IPA act required 54 

utilities to “reduce the amount of energy efficiency and demand-response measures implemented 55 

in any single year by an amount necessary to limit the estimated average increase in the amounts 56 

paid by retail customers in connection with electric service due to the cost of those measures”4 to 57 

specified levels. By June 30, 2011, the Commission is to review the limitation on the amount of 58 

energy efficiency that can be implemented and report to the legislature on whether the limit 59 

“unduly constrains” energy efficiency deployment.5 The IPA Act vests the responsibility for 60 

developing and filing a plan to meet the targets with the utilities, who also implement 75% of the 61 

                                                            
2 20 ILCS 3855/1-5(1) 
3 220 ILCS 5/8-103(a) 
4 220 ILCS 5/8-103(d) 
5 Id. 
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energy efficiency “measures” approved by the Commission (the Department of Commerce and 62 

Economic Opportunity implements the remainder).6 The utility collects the costs of 63 

administering energy efficiency programs in an “automatic adjustment charge tariff.”7 The utility 64 

must demonstrate that its overall portfolio of energy efficiency programs is cost effective on a 65 

total resource cost (“TRC”) basis and represents a diverse cross section of programs that allow 66 

all rate classes to participate.8 67 

Q: How has ComEd responded to the IPA Act’s energy efficiency requirements? 68 

A: ComEd responded to the law by filing a three-year efficiency plan with the Commission 69 

on November 5, 2007.9 On February 6, 2008, the Commission issued its final order in the docket, 70 

approving ComEd’s efficiency plan for June 1, 2008 to May 31, 2011. The plan invested an 71 

estimated $247.7 million in energy efficiency and demand response programs over the three 72 

years.10 In the first year of programs, (June 1, 2008-May 31, 2009), I estimate in the attached 73 

Exhibit NRDC 1.1 DES-2 that the energy efficiency programs ComEd administered saved its 74 

customers more than $47 million. Year 2 programs likely saved customers more, but final 75 

evaluation results are not yet available. Based on the net benefit/MWh savings ratio from 76 

program year 1 (an admittedly rough method), Year 2 energy efficiency programs administered 77 

by ComEd saved customers more than $115 million. 78 

 Q: Describe ComEd’s next three year energy efficiency plan. 79 

A: In its application in Docket No. 10-0570, ComEd proposes to achieve an energy saving 80 

target of around .8% of sales, or 727,985 MWh each year for program years 4 through 6. In 81 

                                                            
6 220 ILCS 5/8-103(e) 
7 Id. 
8 220 ILCS 5/8-103(f)(5) 
9 Docket No. 07-0540 
10 Direct Testimony of Paul Crumrine, Docket No. 07-0540 at 16. 



NRDC Exhibit 1.0 Rev. 
Page 5 of 9 

 
 
ComEd’s application, the target in years 5 and 6 will be less than the IPA Act target. ComEd 82 

claims it is impossible to meet the target with given levels of funding in years 5 and 6. In that 83 

docket, NRDC’s witness, Chris Neme, stated that it is not reasonable to expect the Company to 84 

meet the year 6 savings target within the spending cap, but that ComEd did not make a 85 

compelling case that it cannot achieve the statutory savings in target in year 5. Neme 86 

recommended that the Commission require ComEd to meet the year 5 statutory target of 920,987 87 

MWh for year 5 and achieve the same 1.0% savings as a percent of sales (i.e. 924,814 MWh) for 88 

year 6.11 89 

Q: How far below the cost-effective potential for energy efficiency are the targets 90 

ComEd proposes? 91 

A: ComEd’s proposed targets are less than half of the cost effective efficiency opportunity. 92 

Using assumptions that tend to underestimate efficiency,12 the Cadmus group estimated that the 93 

amount of energy efficiency in ComEd’s service territory that is cheaper than the cost of supply 94 

is between 2.15 and 2.4 million MWh annually between 2012 and 2015.13 This difference means 95 

customers in ComEd’s service territory will be paying more for energy services, forgoing the 96 

opportunity to live and work in more productive, comfortable environments, suffering the health 97 

consequences of unnecessary pollution from energy production, and unnecessarily contributing 98 

to global warming pollution.  99 

                                                            
11 Direct Testimony of Chris Neme, Docket No. 10-0570 at 3. 
12 Potential studies tend to underestimate the efficiency opportunity by:: not analyzing efficiency measures that may 
become available over the period of time the study includes (requiring “proof beyond a reasonable doubt”), 
assuming arbitrary realization rates less than 100%, assuming that a lack of research or data on a measure means it 
should not be included in the potential, ignoring whole building or system opportunities, and an assumption that 
once measures are implemented, progress ceases. From Goldstein, David, Invisible Energy, Bay Tree Publishing, 
April 16, 2010. 
13 The Cadmus Group, Assessment of Energy Efficiency and Load Management Potential (2011–2016), Prepared 
for Commonwealth Edison, February 17, 2009, Page 49, available at: 
http://ilsag.org/yahoo_site_admin/assets/docs/ComED_Potential_Study_17FEB2010.48120446.doc. 
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Q: How much money do you estimate customers would save by acquiring more cost-100 

effective energy efficiency, on top of that already delivered by the IPA Act programs?  101 

A: If the additional efficiency yields just half the net benefit per MWh ComEd’s year 1 102 

programs yielded, I estimate customers would save more than $350 million over time if ComEd 103 

acquired all of the efficiency its potential study labeled cost effective in program years 5 and 6, 104 

on top of that already provided by programs that meet Chris Neme’s proposed target.14  105 

Q: Would an alternative regulation mechanism that accessed this potential be in 106 

conflict with the IPA Act, given the rate impact cap? 107 

A: Not at all. The IPA Act recognizes the tremendous potential for energy efficiency when it 108 

states that the “health, welfare, and prosperity of all Illinois citizens” requires the provision of 109 

efficient and environmentally sustainable electric service at the lowest total cost over time. 110 

Without accessing the full potential for cost effective energy efficiency, electric service won’t be 111 

provided at the lowest total cost over time. The IPA Act contains a rate impact cap. However, 112 

when the Commission identifies net economic benefits that can be accessed with alternative 113 

regulation, and a mechanism can be designed that meets the alternative regulation statute’s tests, 114 

the Legislature, in 220 ILCS 5/9-244, allows the Commission to implement alternative regulation  115 

notwithstanding any other section of the Public Utilities Act. An alternative regulation 116 

mechanism that accesses the cost effective potential for energy efficiency in ComEd’s service 117 

territory helps meet the Legislature’s goal of electric service delivered at the lowest total cost 118 

over time, as accessing this potential just in program years 5 and 6 could save consumers $350 119 

                                                            
14 Id. I took the difference between ComEd’s economic potential for energy efficiency in  2013 and 2014 and Chris 
Neme’s proposed year 5 and 6 targets and multiplied it by $144 in net benefit/MWh. Of course, cost effectiveness 
approaches 1 as programs “buy up” the energy efficiency cost curve, but as mentioned before, studies of energy 
efficiency potential have pervasive biases that tend to underestimate the amount of cost effective energy efficiency 
available. 
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million. Alternative regulation is necessary because ComEd currently has no mechanism for 120 

recovering costs related to exceeding the IPA Act’s energy efficiency targets once it meets the 121 

rate limit or any financial incentive to work toward capturing the full potential for cost-effective 122 

energy savings in its service territory. 123 

III: NRDC’s Alternative Regulation Mechanism 124 

Q: What are the goals of NRDC’s proposed alternative regulation mechanism 125 

(“mechanism”)? 126 

A: The goals of the mechanism are to reduce the energy bill in ComEd’s service territory, 127 

increase the efficiency with which ComEd’s customers use energy, and lower pollution. 128 

Q: Please describe NRDC’s mechanism. 129 

A: The mechanism would: (i) allow ComEd to collect the costs of energy efficiency 130 

programs additional to its traditional regulation portfolio of programs as it works to exceed the 131 

IPA Act targets in program year 5 (June 1, 2012 to May 31, 2013) and 6 (June 1, 2013 to May 132 

31, 2014); (ii) in program years 5 and 6, reward ComEd a portion of the net benefits of its 133 

alternative regulation portfolio, as measured by the Total Resource Cost test, if ComEd exceeds 134 

the IPA Act’s energy  savings targets, up to an annual cap of $17.5 million, according to the 135 

following schedule: 136 

 If ComEd exceeds the targets by 5-9.99%, ComEd is awarded 5% of net benefits, 137 
 If ComEd exceeds the targets by 10-19.99%, ComEd is awarded 7.5% of net benefits, 138 
 If ComEd exceeds the targets by 20% or more, ComEd is awarded 10% of net benefits; 139 

(iii) require ComEd to prove that its alternative regulation portfolio is cost effective based on the 140 

Total Resource Cost test; and (iv) implement a reporting schedule so the Commission and 141 

stakeholders can assess ComEd’s progress toward acquiring additional cost effective energy 142 

efficiency. The alternative regulation mechanism should only be approved if ComEd decouples 143 
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its fixed cost recovery from sales in the residential and small commercial rate classes in the 144 

pending rate case, Docket No. 10-0467. 145 

Q: Would the mechanism result in rates lower than would have been in effect under 146 

traditional regulation for the services offered by the program? 147 

A: In my opinion, yes. Absent alternative regulation, ComEd does not have the opportunity 148 

to benefit when it does a good job of savings its customers money through its energy efficiency 149 

programs, as it does not have the ability to retain a portion of the net benefits its programs create 150 

for customers. With a modest portion of the net benefit available as an incentive, ComEd would 151 

be encouraged to lower the administrative costs of programs, as this increases the “pool” of net 152 

benefits from which it can collect an incentive. 153 

Q: Would the mechanism likely result in substantial and identifiable benefits that 154 

would be realized by customers and not be realized in the absence of the mechanism? 155 

A:  Unquestionably. Under traditional regulation, the amount of energy efficiency ComEd   156 

can implement to benefit customers is limited. Every MWh of cost effective energy efficiency 157 

not pursued means more environmental damage in and around Illinois and increases the need to 158 

build expensive energy and capacity resources. The mechanism would provide the opportunity to 159 

capture hundreds of millions of dollars in savings that could not be attained under traditional 160 

regulation. 161 

Q: Would the mechanism meet the alternative regulation’s statute’s other tests? 162 

A: Yes. The mechanism is unlikely to negatively affect service reliability. On the contrary, 163 

by reducing load on the system at peak and non-peak times, energy efficiency measures have 164 

reliability benefits. With revenue decoupling in place, the mechanism is unlikely to harm 165 

ComEd’s financial condition as ComEd would be able to recover its Commission-authorized cost 166 
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of service if sales decline from strong energy efficiency implementation. I propose that ComEd 167 

report on the alternative regulation mechanism’s progress regularly at the Illinois Stakeholder 168 

Advisory Group and in a post-evaluation report to the Commission. The report could be filed 169 

concurrently with ComEd’s program year 5 and 6 evaluation reports for compliance with the IPA 170 

Act targets. I also propose that the mechanism run initially for two years, with the opportunity 171 

for renewal if ComEd performs well in saving customers money by implementing additional cost 172 

effective energy efficiency. 173 

IV: Conclusion 174 

Q: In summary, why should the Commission implement NRDC’s alternative regulation 175 

mechanism? 176 

A: The Commission should implement NRDC’s proposed mechanism because alternative 177 

regulation would allow ComEd’s customers to benefit from the acquisition of additional cost-178 

effective energy efficiency in its service territory and further the Legislature’s goal that energy 179 

services be delivered at the lowest total cost over time. Under traditional regulation, this is not 180 

currently possible. 181 


