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VERIFIED COMMENTS OF THE PEOPLE OF THE STATE OF ILLINOIS 

NOW COMES the People of the State of Illinois (The People) through its undersigned 

counsel, and pursuant to the schedule set in this case by the Administrative Law Judge, hereby 

file these Initial Comments ("Comments") regarding the Proposed Evaluation Plan ("Plan") 

prepared by the Cadmus Group, Inc. ("Cadmus" or "the evaluator") and Research Into Action for 

the On Bill Financing ("OBF") program. The People appreciate the opportunity to comment on 

this Plan and commend the parties for working together to create an evaluation plan for the OBF 

programs of Ameren Illinois Company ("Ameren"), Commonwealth Edison Company 

("CornEd"), Nicor Gas Company ("Nicor"), Peoples Gas Light and Coke Company ("Peoples") 

and North Shore Gas Company ("North Shore'). 

Summary 

The People's Comments focus on the purpose and intent of the evaluation effort, and the 

most important research questions upon which to focus. While the Plan offers a fair amount of 

detail on specific methods and data, in our view it is lacking in providing a clear understanding 
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of what the evaluators expect to learn and how the specific approaches and data will support this 

learning. We generally do not provide detailed comments on the specific approaches and data, 

but rather comment at a higher level on the most critical points of learning from this evaluation. 

Our comments focus on the following areas: 

1.	 Timing. The ICC Initiating Order states that "an independent evaluation of the 

program shall be conducted after 3 years of the program's operation." I We 

believe the proposed evaluation schedule is premature in that it begins the 

evaluation well before the utilities OBF efforts have been in place for 3 years. 

2.	 Process Evaluation. Process evaluation should be a primary focus of this 

evaluation. Evaluators should attempt to determine if the OBF programs are (1) 

working efficiently and cost efficiently, (2) being properly marketed, and (3) 

ensuring customers are not faced with unnecessary transactional, eligible measure 

or underwriting barriers. The People also make recommendations for ways any 

identified problems can be improved. 

3.	 Customer Eligibility. This is identified as a key criterion of the evaluation by 

both ICC and its Staff.' There are two key aspects to customer eligibility. One is 

underwriting criteria. However, most important to the issue of customer 

eligibility is the approved measures, which fundamentally define the customers 

who are eligible. The evaluation should specifically address this issue. Also, the 

evaluation should focus particularly on the potential benefits of OBF if fully 

expanded as an offering for all appropriate and cost-effective efficiency measures 

promoted through all the utility Energy Efficiency Portfolio Standard (EEPS) 

programs. 

4.	 Cost-effectiveness. The Plan indicates that it will analyze the cost-effectiveness 

of the OBF effort, but declines to state how this will be done. Instead, it indicates 

it will work with utilities and stakeholders to develop an approach. We support 

1 ICC Initiating Order, Docket 11-0689, October 2011, at 2. 

2 See ICC Initiating Order, Docket 11-0689, October 2011 and StaffReport To Initiate a Proceeding Addressing 
On-Bill Financing Programs' Standard Evaluation Methodology and Criteria, October 7, 20 II. 
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this approach and look forward to engaging with the evaluators and other parties 

on the most appropriate methods to do this. Our position is that it is reasonable 

and essential to assess cost-effectiveness. However, this should be aforward

looking assessment that focuses on whether the marginal administrative costs of 

providing new loans would be cost-effective in terms of any additional efficiency 

benefits that would result from OBF. Further, and most important, the analysis 

should identify the potential benefits of expansion of OBF to a much larger set of 

eligible measures and that are fully integrated into the utilities EEPS programs. 

5.	 Lien-at-Meter. The ICC and its Staff have identified a key criterion of the 

evaluation as an assessment of whether tying OBF loans to the meter rather than 

the customer obtaining the loan is appropriate.' The Plan strategy to assess this 

includes primarily interviews with utility staff and stakeholders, as well as a 

limited review of some other similar programs. The People believe this limited 

effort is unlikely to provide significant insight into this question. Rather, what is 

more important is to understand from customers how they would view this 

condition, whether it would make them more or less likely to participate, and 

what concerns they have with the approach. We also believe surveys of the 

financial and real estate communities could inform this issue. 

6.	 Findings and Recommendations. The Plan should more specifically articulate 

what it intends to learn and how these findings will be used to inform OBF going 

forward. Recommendations should focus on: 1) process improvements that will 

make OBF more streamlined, effective, and cost efficient; and 2) the net benefits 

to Illinois from full expansion of OBF to all appropriate cost-effective measures 

promoted within the utilities' core EEPS programs. 

3 ICC Initiating Order, Docket 11-0689, October 2011 at 3; StaffReport To Initiate a Proceeding Addressing On
Bill Financing Programs' Standard Evaluation Methodology and Criteria, October 7, 20 II at 3. 
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Timing 

The Plan provides a schedule that spans from October 2012 to October 2015, with much 

of the work occurring by the spring of2014.4 However, the first OBF program available to 

customers was CornEd's, starting in June of 2011, with others not in place until October of 

2011. 5 The ICC has directed an evaluation be "conducted after 3 years of the program's 

operation.?" This would imply the earliest the evaluation should begin would be June of2014, 

and ideally not until November of2014 when all OBF programs will have been in place for three 

years. This is more than 2.5 years from now, and even beyond when the schedule anticipates 

much of the evaluation would be complete. Accordingly, the proposed evaluation timeline is 

premature. This evaluation is not a large project by DSM evaluation standards, and should easily 

be able to be completed within six months. Shifting the schedule to be consistent with ICC 

direction would allow for greater numbers of OBF participants, and allow the utilities and their 

implementers time to work out any early problems with delivery mechanisms. The People 

believe this timeline would assist in allowing for a more thorough and informed assessment of 

OBF and its likely future potential benefits. 

Process Evaluation 

Process evaluation appears to be a significant focus of the evaluation plan, and we 

commend Cadmus for that inclusion. Because OBF is fairly new in Illinois, the People believe 

4 Evaluation Plan, Table 14, at 27. 

5 StaffReport To Initiate a Proceeding Addressing On-Bill Financing Programs' Standard Evaluation Methodology 
and Criteria, October 7, 20 I I at 2; and Plan at 2 & 11. 

6 1CC Initiating Order, Docket 11-0689, October 20] 1, at 2. 
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this is an appropriate and important aspect of the evaluation. This effort should identify (I) what 

is working well, (2) what could be improved in terms of the way OBF is marketed and 

implemented, and (3) focus on recommendations for improvements. The process should include: 

•	 Identifying whether the systems and procedures in place are appropriate, effective and 

efficient at marketing, originating and servicing loans, and whether any potential cost 

savings or other improvements can be made. 

•	 Identify whether the OBF efforts are effective at ensuring that all eligible customers are 

aware of the OBF opportunity, that contractors are informed ofOBF and promoting it to 

their customers, and that OBF services are effectively incorporated into all utility 

programs to enhance participation and overcome first cost barriers to efficiency. 

•	 Identify any barriers that exist or are perceived by customers and/or contractors to greater 

participation in OBF, and explore ways to overcome or eliminate those barriers. 

Customer Eligibility 

Customer eligibility is identified as a key criterion of the evaluation by both the ICC and 

its Staff.' There are two key aspects to customer eligibility. One is underwriting criteria. The 

evaluation should consider whether the criteria are reasonable and whether they unreasonably 

limit customer eligibility, particularly in view of the significant number of applicants who have 

applied for loans but did not qualify. The interest rate is 4.99%, and there is a 2.99% servicing 

fee as well. 8 This results in an effective cost of roughly 8% annual percentage interest, which is 

significantly higher than prevailing interest rates available to customers with good credit, such as 

through a home equity or other loan. As a result, it is highly likely the OBF will be most 

7 See ICC Initiating Order, Docket 11-0689, October 20 I 1 at 3; Staff Report To Initiate a Proceeding Addressing 

On-Bill Financing Programs' Standard Evaluation Methodology and Criteria, October 7,20 II 2. 

8 The Plan at 10. Note it is not clear whether some of these costs are absorbed by the utility and covered by all 

ratepayers, rather than passed on to OBF participants. 
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attractive to customers with relatively poor credit and few other options for borrowing money. 

The evaluation should explore whether the underwriting criteria should be relaxed to ensure OBF 

is available to those customers most in need, and whether it is currently a barrier to Program 

success. Similarly, the evaluation should assess whether these relatively high interest rate and 

fees are a barrier to greater success of OBF given the historically low interest rates currently 

available in the financial market. 

Most important to the issue of customer eligibility is the approved measures, which 

fundamentally define the customers who are eligible. The evaluation should specifically address 

the methods and analyses used by the utilities to define the eligible measures and whether their 

approaches are reasonable and consistent with the intent of the OBF legislation around the 

criterion of "cost neutral." The People believe that any measure passing the Total Resource Cost 

(TRC) test and being cost-effectively promoted within the utilities' EEPS programs also meets 

this test, as avoided costs are lower than current retail rates paid by residential and small business 

customers. The evaluation should determine whether the approach taken by utilities to 

dramatically limit OBF is consistent with the legislative intent, appropriate, and whether it is 

undermining the achievement of potential OBF benefits unnecessarily. As part of the analysis 

into eligible measures, the evaluation should consider whether it is acceptable and appropriate 

that Nicor claims no measures can qualify, when North Shore and Peoples Gas both have 

identified qualifying measures, and Nicor offers a full portfolio of cost-effective gas efficiency 

measures through its programs that clearly provide life-cycle benefits to customers based on their 

retail rates. 

A key aspect of this evaluation should be on estimating the potential benefits of OBF if 

fully expanded as an offering for all appropriate and cost-effective efficiency measures promoted 
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through all the utility EEPS programs, including medium and large commercial and industrial 

customers.I This effort should focus on whether, and to what extent, OBF as an additional 

service within the utilities' programs can increase customer participation rates and maximize 

program savings, and net benefits. In addition, the evaluation should identify the potential of 

OBF to reduce program rebate costs by structuring positive cash flow financial offers to 

customers with lower up-front rebates. 

The evaluation plan includes surveys of "partial participants" that applied for but 

eventually did not take a loan.!" We believe this is an important population to survey. However, 

the focus of the questions relate mostly to process issues around reasons for dropping out. 

Rather, the focus should be on what influence the OBF program had on efficiency decisions. For 

example, did they follow through with installation of efficient equipment anyway? Was the 

ineligibility for a loan a major barrier that prevented adoption of efficiency? 

A related issue to customer eligibility is expansion to small business customers. The Plan 

indicates this will be explored. 1I However, the approach is lacking and will not be likely to 

provide useful insights in this area. For example, it indicates the primary task will simply be 

analyzing utility databases to assess the number of customers that could be eligible and their rate 

class, and then estimate likely uptake based on current program participation and customer 

project costs. This is all data utilities have readily available and do not need to hire an evaluator 

to assess. Rather, what would provide insight into this question is surveying both small business 

9 While the OBF legislation only requires offering OBF with limited funds to residential and perhaps small 

businesses, there is no prohibition in the legislation for using this service the utilities now have more broadly 

throughout all their EEPS programs and customers. 

10 Plan at 19-20. 

II Plan at 16. 
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program participants and those customers who have declined to participate or dropped out of 

programs. Assessment should examine their interest and likelihood of participating in OBF and 

whether it would influence their decisions about adopting efficiency measures. This cannot 

simply be gleaned by looking at numbers in a database. For example, Cadmus could interview 

small business customers that had an audit in the utilities' small business direct install programs 

but then declined to install the recommended measures. They could explore with these customers 

whether offering them immediate positive-cash-flow through OBF would have changed their 

decision and allowed them to move forward with the recommended project. There is also 

significant evidence outside of Illinois of the success of OBF when properly structured to 

provide immediate positive-cash-flow as part of broader efficiency programs that could be relied 

on to inform this issue. 12 

Also related to customer eligibility, as well as potential cost-effectiveness, is the 

participation of contractors and how the OBF program influences their decisions and practices. 

Unfortunately, the Plan indicates that most of the questions to be asked of contractors are related 

more to process evaluation of how efficiently procedures are working. The People believe the 

most important issues to explore with contractors relate to whether they are promoting OBF and 

efficient products to their customers, and how if at all the availability of OBF influences their 

stocking and promotion of efficient 'products and customer uptake of them. This does not appear 

to be part of the focus of contractor interviews. 13 The People also note that while almost 300 

12 See, for example, Mosenthal & Wickenden, The Link Between Program Participation and Financial Incentives 
in the Small Commercial Retrofit Market, Proceedings of the 1999 Intemational Energy Program Evaluation 
Conference, August 1999. 

13 See Plan at 20. 
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contractors are participating, the average number of loans per contractor is only 2. It is likely 

that a small number of contractors have embraced the program and promote it heavily, while 

many may not be. It will be important to survey both subsets of contractors and elucidate the 

differences between them and what drove decisions as to whether to embrace OBF. 

Cost-effectiveness 

The Plan indicates that it will analyze the cost-effectiveness of the OBF effort, but 

declines to state how this will be done. Rather, it indicates it will work with utilities and 

stakeholders to develop an approach. The People support this approach and look forward to 

engaging with the evaluators and other parties on the most appropriate methods to assess cost

effectiveness. To begin this conversation, we offer some thoughts on how this should be done, 

and what is important to learn from the analysis. 

Because OBF was established by legislation and is a specific standalone requirement, it is 

reasonable to assess cost-effectiveness to inform whether OBF should continue as a "program." 

However, fundamentally OBF is really a service, along with numerous other services offered by 

utilities, to all work in-concert to result in cost-effective efficiency improvements. Given that, 

analyzing OBF in isolation is somewhat akin to analyzing a utility marketing campaign, or some 

other discrete program feature, for cost-effectiveness separate from the entire effort. The People 

question the appropriateness of such a strategy, and recognize it diverges somewhat from 

traditional cost-effectiveness analyses. That said, because it is set up as a standalone service with 

its own costs and benefits, we believe some attempt to assess its cost-effectiveness is reasonable. 

Given the above, we believe it is critical that any cost-effectiveness analysis should be a 

forward-looking assessment that focuses on whether the marginal administrative costs of doing 

new loans are cost-effective in terms of any additional efficiency benefits that would result from 
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OBF. The significant start-up costs incurred by utilities to develop OBF systems are now sunk 

costs, and should not be included in any forward-looking analysis. While it may be that those 

investments were not worthwhile, the important point to learn is, now that those investments 

have been made, whether continued marginal costs are worthwhile as compared to the benefits to 

Illinois they can bring. 

Further, the People believe this forward-looking analysis should not limit itself to 

whether the current approach with very limited eligible measures and participation is cost

effective. Rather, the analysis should focus on estimating what the potential benefits of 

expansion of OBF to a much larger set of eligible measures and full integration into the utilities' 

EEPS programs would be, and whether that effort would be cost-effective. Fundamentally, this 

means estimating what the benefits in terms of additional cost-effective efficiency adoption are 

from better OBF design, promotion and integration with other efficiency efforts. 

It is not clear how this analysis is intended, given the data sources and methods 

described. The most critical key piece of information to inform this analysis is how, if at all, 

availability of OBF influences contractor and customer choices around investments in efficiency. 

It is not clear this is a focus of the current evaluation plan, and we encourage Cadmus to consider 

additional ways to examine these phenomena. For example, the Plan indicates surveying only 

customers who applied for loans. We believe an equally important customer set to survey are 

those who have not applied for loans, both ones who participated in utility programs without 

getting a loan, and particularly those who dropped out of participating who perhaps might have 

moved forward with projects had they known about loan availability. The key is to understand 

how broadening loan availability and integrating loans into programs like those targeting home 

retrofits -- which often entail substantial up-front capital requirements for shell improvements
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would improve participation.. Similarly, while the Plan indicates it will survey contractors, there 

is no discussion of exploring issues such as whether the availability of OBF has influenced their 

efficient equipment stocking and promotion practices. This is a key issue in determining if OBF 

is or could bring benefits to Illinois. We also believe surveying non-participating contractors to 

understand their perceived barriers and why they are not interested in participating is critical to 

understanding how to improve OBF in the future. 

Lien-at-Meter 

The ICC and its Staff have identified a key criterion of the evaluation as assessment of . 

whether tying OBF loans to the meter rather than the customer obtaining the loan is 

appropriate." The Plan's strategy to assess this includes primarily interviews with utility staff 

and stakeholders, as well as a limited review of some other similar programs. The People 

believe this limited effort is unlikely to provide significant insight into this question. Rather, 

. what is more important is to understand from customers how they would view this condition, 

whether it would make them more or less likely to participate, and what concerns they have with 

the approach. This should include both participating OBF customers as well as EEPS program 

participants and non-participants who have not taken advantage of OBF but might consider it, 

and whether they would be more or less likely to participate under this different approach. We 

also believe surveys of the financial and real estate communities could better inform this issue. 

For example, realtors might be able to offer insight into how this approach would be viewed by 

14 ICC Initiating Order, Docket 11-0689, October 2011 at 3; Staff Report To Initiate a Proceeding Addressing On
Bill Financing Programs' Standard Evaluation Methodology and Criteria, October 7,20 II at 3. 
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potential home buyers, and whether it would be a significant barrier or an asset in terms of 

concluding a home sale. 

We support the limited interviews with some program managers of similar programs as a 

useful research task. However, we note the Property Assessed Clean Energy (PACE) programs 

are somewhat different than OBF, and extrapolations from this information should be used with 

caution. We also note that the OBF programs outside Illinois planned to be investigated may 

also not be relevant. In particular, the Pacificorp program is over 20 years old and not likely to 

provide useful information. Because Cadmus states they will not investigate the legal and tariff 

issues related to applying liens tied to the utility meter,'? the key question that should be focused 

on is whether use of the lien-at-meter approach would provide net benefits to Illinois by 

expanding the use of OBF and adoption of efficiency measures. This fundamentally must involve 

exploration with customers. 

Findings and Recommendations 

The Plan should be more explicit about what specific findings it expects will result from 

the research efforts, and why they are important. It will be important that the evaluation result in 

actionable findings and recommendations. While much of the Plan discusses data and analysis, 

it is not always clear what is expected to be learned from each of these activities. For example, it 

discusses database review around numbers of loans, number of customers rejected, amount of 

loans made, etc. However, it is not exactly clear what new information the evaluator will glean 

from this data that the utilities do not already know and/or can identify on their own. The People 

encourage Cadmus to think carefully about what they want to learn, and then critically assess 

15 Plan at 18. 
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each proposed method and data source to ensure they will lead to the most useful efforts. In 

particular, the focus on OBF participants rather than utility program participants and non

participants who have not used OBF will likely result in good information about process 

efficiency but little in the way of useful recommendations on the ultimate potential of OBF and 

modifications that should be made to benefit all Illinoisans. 

Dated: February 15,2013 

Respectfully submitted, 

lsi 
Timothy S. O'Brien 
Assistant Attorney General 
Public Utilities Bureau 
100 W. Randolph Street, II th floor 
Chicago, IL 6060 I 
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