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NRDC submits the following response to Objections to the IPA’s Procurement Plan.  The 

comments herein relate exclusively to Commission Staff’s (“Staff’s”) objections to Section 7.1 

of the Draft Plan, which pertains to the proposed incremental energy efficiency to be achieved by 

the utility and third-party programs pursuant to 220 ILCS 5/16-111.5B, and recommends 

approval of the new and incremental programs proposed by Commonwealth Edison (ComEd) 

and Ameren Illinois (Ameren). 1 

 
A.  Inclusion of All Cost-Effective Programs 
 

Staff argues that the word “all” should be stricken from the following paragraph of the IPA 
Plan: 
 

Once presented with the utilities’ assessments, including 
results of the Total Resource Cost (“TRC”) test, the IPA 
in turn is required to “include” for Commission 
approval all energy efficiency programs with a TRC 
score above 1. 

 
The Staff argues that there are other considerations that might appropriately lead the IPA 

or the ICC to exclude a program from the IPA plan even if that program passes the TRC.  

Namely, the inclusion of the program must be “practicable,” and “otherwise satisfy the 

                                                            
1 While NRDC does not specifically comment on the other sections of the Draft Plan, we would 
like to note our support for the comments submitted by the Environmental Law and Policy 
Center as regards the inclusion of distributed generation in the plan. 
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requirements of Section 8-103 of the Act.”  Moreover, the program must be justified in light of 

the obligation to approve a plan that will provide “environmentally sustainable electric service at 

the lowest total cost over time…”  

If Staff is simply asserting that there are theoretically programs that pass the TRC but 

should be excluded for reasons of impracticability or because they impede the provision of 

“environmentally sustainable electric service at the lowest total cost over time,” then we have no 

disagreement.  However, it is difficult to envision such a program, and the fact that one might 

exist should not be used to obscure the goal of section 16-111.5B is to “fully capture the 

potential for all achievable cost-effective savings.”   

Further, Staff’s statement that, “The requirement under the law is that the programs or 

measures included in the Plan must be cost-effective, not that all cost-effective programs or 

measure must be included in procurement plans,” misconstrues the statute.  The statute does not 

simply require that any included program must be cost-effective.  Rather, it says that the ICC 

may only approve a plan if it finds that the programs in the plan “fully capture the potential for 

all achievable cost-effective savings, to the extent practicable, and otherwise satisfy the 

requirements of Section 8-103 of this Act.”  In other words, the ICC has an obligation to ensure 

that the utilities have identified the opportunities for cost-effective savings, and are moving to 

capture those opportunities.   

As to Staff’s recommendation to remove the word “all” from the IPA sentence quoted 

above, the more technically accurate way to modify this sentence would be to keep the word 

“all” and add a phrase at the end of the sentence to reflect the statutory exceptions to that rule.  

For example, the sentence could be modified to read as follows: 
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Once presented with the utilities’ assessments, including 
results of the Total Resource Cost (“TRC”) test, the IPA in 
turn is required to “include” for Commission approval all 
energy efficiency programs with a TRC score above 1, 
unless a program is impracticable, does not otherwise 
satisfy the requirements of Section 8-103, or undermines 
the plan’s goal of ensuring adequate, reliable, affordable, 
efficient and environmentally sustainable electric service at 
the lowest total cost over time, taking into account any 
benefits of price stability. 

 
 

B. Ameren’s Request to count savings from Section 16-111.5B programs against its Section 
8-103 goals. 

 
Staff supports allowing the utilities to count its Section 16-111.5B savings toward its 

Section 8-103 goals if the goals are increased by the amount of savings expected to result from 

the 16-111.5B plans.  This makes some intuitive sense and may be one appropriate outcome of 

the 2014 plan filing.  However, for the purpose of 2013 programs, this is extremely problematic, 

and we strongly recommend tracking the savings from the two statutory obligations separately. 

The goal of Section 16-111.5B is to capture all of the potential for cost-effective 

electricity savings that could not otherwise be captured under Section 8-103 due to the restriction 

on budget for those programs.  In the 2010 planning cases the statutory savings requirements for 

both Ameren and ComEd were adjusted downward in order to ensure that the budget cap was not 

exceeded.  We now know that the utilities can achieve more savings within that budget cap than 

they assumed during those plan approval dockets.  Both ComEd and Ameren Illinois are on track 

to exceed their current savings requirements under 8-103 (as revised downward) within the 8-

103 budget limitations and there is no reason to suspect that this will not also be the case in 

program year 5 and 6, particularly since the goals as revised decline over time between program 

year 4 and program year 6.   

 



4 
 

The utilities are to be commended for exceeding their minimum savings requirements, 

but should not be allowed to essentially combine the 8-103 target with the 16-111.5B goal such 

that the excess savings achieved under the current budget will simply reduce the amount of 

savings needed to hit the combined target.  In other words, if, hypothetically, Ameren were 

required to achieve 100,000 MWH of savings under the revised 8-103 targets, and if Ameren 

added to that goal the 66,000 MWH in the IPA plan, the combined goal would be 166,000 

MWH.  However, if Ameren were to achieve 120,000 MWH under its 8-103 budget, then the 

Staff’s proposal would allow them to count that savings toward the combined goal, and only 

deliver an additional 46,000 MWH under the 16-111.5B programs.  This is not the result that 

was envisioned by Section 16-111.5B.   

For the current year, we urge the Commission to maintain separate accounting of the 

savings achieved under the two programs.  Practically speaking, this will be complicated for 

programs that are implemented to meet both statutory obligations.  We recommend the following 

approach.   

Ameren’s and Commonwealth Edison now essentially have three groups of programs: 

1. Programs that are solely implemented to meet 8-103 obligations; 

2. Programs that are implemented to meet both 8-103 and 16.111.5B obligations (i.e. 

the expanded programs); 

3. Programs that are solely implemented to meet 16.111.5B obligations (i.e. new 

programs). 

Savings achieved under the first and third of these categories can and should be allocated 

solely to their respective savings targets.  The savings achieved by the expanded programs in the 
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second category should be allocated first to the 16.111.5B obligations.  Any remaining savings 

should then count towards the 8-103 obligations.   

With that said, next year’s plan filing will coincide with the three-year plans that both 

electric utilities will file under 8-103 for program years seven through nine.  At that point, the 

utility can propose a more integrated plan for achieving the objectives of both sections of the 

statute and the problems associated with combining goals and budgets will have been eliminated 

through the combined planning process. 

 

C. Cost-effectiveness of ComEd Fridge and Freezer Recycling Programs  

Staff have argued that two changes should be made to the cost-effectiveness screening of 

ComEd’s Fridge and Freezer Recycling Programs:  (1) treating the customer incentive as a 

societal cost, rather than as just a transfer payment under the TRC; and (2) screening the impacts 

of only one year of the program rather than three years.  Staff concludes that the net effect of 

these two changes would be to render expansion of the program not cost-effective.   

NRDC has several concerns with this conclusion.  First, Staff is correct that ComEd’s 

treatment of the incentive paid to customers as purely a transfer payment – and therefore not a 

societal cost under the TRC – understates societal costs.  Customers who accept an incentive to 

allow their old refrigerator to be picked up and recycled arguably are giving up some “amenity”.  

That lost amenity is a societal cost.  However, Staff’s proposal to treat the entire financial 

incentive to the customer as a cost leads to an over-statement of societal cost.  All we know 

about customers who are willing to accept, for example, $50 to have their old refrigerator 

removed is that the maximum value of their lost amenity is about $50.  That is, a customer that 

valued the amenity at $49.99 will take the ComEd incentive.  However, customers that valued 



6 
 

the amenity at only $40, only $30, only $20, only $10 – and even those who assigned no value to 

the amenity  (but didn’t recycle the unit on their own because of the hassle, lack of information 

on how to do it, etc.) – would also participate.  For all such customers, $50 would be an over-

statement of the societal cost.  Thus, in the absence of better information, we suggest assuming 

that the incremental cost is half of the value of the customer incentive. 

Second, it may be inappropriate to screen only one year’s worth of a program that is 

planned to be implemented for multiple years.  Programs often have start-up costs that must be 

incurred in order to get to a point where the program is cost-effective.  For such programs, if 

cost-effectiveness is only assessed for just their first year, they will never be pursued – even 

though they may be able to provide substantial cost-savings to consumers over time.  Thus, to the 

extent that the ramp-up of ComEd’s Fridge and Freezer Recycling programs next year is 

necessary to lay the foundation for greater cost-effective savings in the future, the multi-year 

screening approach taken by ComEd should be accepted. 

Finally, it is important to note that the cost-effectiveness screening conducted by both 

ComEd and Ameren has been carried out using assumptions regarding avoided costs that 

inappropriately lead to understating of benefits.  For example, both utilities use average line loss 

factors – rather than marginal line loss factors – to convert savings at the customer’s meter to 

savings at the generator.   Line losses grow exponentially as load grows.  Thus, savings produced 

by efficiency programs not only eliminate all line losses associated with those savings; they also 

reduce line losses for all remaining load.2  Those additional benefits to all rate-payers are not 

captured when using an average line loss factor; they would be if a marginal line loss factor was 

                                                            
2 Lazar, Jim and Baldwin, Xavier, “Valuing the Contribution of Energy Efficiency to Avoided 
Marginal Line Losses and Reserve Requirements, Published by the Regulatory Assistance 
Project, August 2011.  (can be found by searching for “line losses” at www.raponline.org)  
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used (as it should be).  Such additional benefits can become quite substantial at the time of 

system peak.  Similarly, neither utility captures the benefits of Demand Reduction Induced Price 

Effects (DRIPE) in their avoided costs.  DRIPE is the impact that lowering the demand at any 

hour of the year will have on the market clearing price for energy and capacity at that hour.  

Avoided cost studies in other regions which do include such effects demonstrate that although 

such effects can be small on a per kWh basis, when multiplied by all remaining sales they are 

quite substantial.3 

In short, if all of these corrections were made to Staff’s analysis, ComEd’s Fridge and 

Freezer Recycling program expansion would not only be cost-effective, it would likely be 

substantially more cost-effective than ComEd itself had estimated.  Thus, the program expansion 

should be retained in IPA’s plan. 

D. Conclusion 

NRDC respectfully requests that the Commission approve the IPA Procurement Plan 

consistent with the above comments. 

Dated:  October 15, 2012   

     Respectfully submitted, 
     Natural Resources Defense Council 
 
     /s/_Stephen J. Moore______________ 
     By: Stephen J. Moore 

Rowland & Moore LLP 
200 West Superior Street, Suite 400 
Chicago, Illinois 60654 
(312) 803-1000 (voice) 
(312) 803-0953 (fax) 
steve@telecomreg.com 
      
ATTORNEY FOR Natural Resources Defense Council

                                                            
3 See:  http://www.ma-eeac.org/docs/PAcites/AESC%202011%20Final%20-amended%208-11-
11%20-Synapse.pdf. 
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     200 West Superior Street 
     Suite 400 
     Chicago, Illinois 60654 
     (312) 803-1000 
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