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Staff (“Staff”) of the Illinois Commerce Commission (“Commission” or “ICC”), by 

and through its undersigned counsel, pursuant to Section 10-111 of the Public Utilities 

Act (the “PUA” or “Act”), respectfully submits its Brief on Exceptions (“Brief on 

Exceptions” or “BOE”) in the instant proceeding. 

 

I. BACKGROUND 

On July 10, 2009 the Governor signed Senate Bill 1918 into law creating Public 

Act 96-0033 (“SB 1918”).  SB 1918 added, among other additions, Sections 16-111.7 

(the “Electric On-Bill Financing Law”) and 19-140 (the “Gas On-Bill Financing Law”) to 

the PUA, requiring those electric and gas utilities, respectively, serving more than 
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100,000 customers on January 1, 2009, to create programs that “will allow utility 

customers to purchase cost-effective energy efficiency measures with no required initial 

upfront payment, and to pay the cost of those products and services over time on their 

utility bill.”  (220 ILCS 5/16-111.7(a), 220 ILCS 5/19-140(a); The Electric On-Bill 

Financing Law and the Gas On-Bill Financing Law are sometimes collectively referred 

to herein as the “OBF Laws”). 

 On October 19, 2011, an Initiating Order was entered in this Docket in 

accordance with a Staff Report submitted to the Commission on October 7, 2011.  This 

proceeding is to determine the standard evaluation criteria and methodology of the 

utilities’ on-bill financing programs (“OBF Programs”) established pursuant to the OBF 

Laws.  

On December 9, 2011, the Utilities filed a draft Request for Proposal (“RFP”) 

(dated November 30, 2011) for an Evaluation Contractor.  A status hearing was held 

before a duly authorized Administrative Law Judge (“ALJ”) on January 9, 2012 that 

established a schedule for informal comments, workshops and formal comments.  

Pursuant thereto, workshops were held and informal comments circulated and 

thereafter the RFP was jointly filed on March 1, 2012 by Commonwealth Edison 

Company (“ComEd”), The Peoples Gas Light and Coke Company (“Peoples Gas”), 

North Shore Gas Company (“North Shore”), Ameren Illinois Company d/b/a/ Ameren 

Illinois (“Ameren”) and Northern Illinois Gas Company d/b/a/ Nicor Gas (“Nicor”) 

(collectively the “Utilities”). The RFP was issued by the Utilities on April 5, 2012.  
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The Utilities filed Notice of their selection of The Cadmus Group, Inc. (“Cadmus”), 

as the independent evaluator of the OBF Program, on October 26, 2012.  Cadmus filed 

a Draft Evaluation Plan on December 21, 2012. 

Initial comments on the Draft Evaluation Plan were filed in February by Staff, the 

Utilities, Environmental Law and Policy Center (“ELPC”), Citizens Utility Board (“CUB”), 

and the People of the State of Illinois Attorney General’s Office (“AG”).  In March, reply 

comments were filed by Staff, CUB and the Utilities.  The ALJ’s Proposed Order (the 

“Proposed Order”) was issued on April 22, 2013 to which this BOE responds.  

 

II. BRIEF ON EXCEPTIONS 

The Proposed Order reasons that the cost-effectiveness evaluation proposed by 

Staff is not necessary for several reasons.  First, the Proposed Order does not find a 

statutory requirement for the cost effectiveness analysis Staff proposed. Proposed 

Order at 6.  The Proposed Order reasons that many of the start up costs are sunk and 

will not materially affect the cost-effectiveness of future participation.  Second, the 

Proposed Order speculates that “…it would be redundant to perform a cost-effective 

analysis as proposed by Staff on the OBF programs because the measures that may be 

installed under the OBF program must satisfy one of two cost-effectiveness tests.” Id.  

In particular, the Proposed Order notes that the OBF program requires cost-

effectiveness to occur in one of two ways.  The first is that the measures are included in 

a utility’s energy efficiency program.  The second is that the savings from the measures 

must offset the costs of installing the measures. Id. 
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Staff disagrees with the Proposed Order’s rationale.  The startup, administrative 

and default costs should be considered in the Commission’s recommendations to the 

General Assembly.  If these costs are so high that no reasonable amount of future OBF 

activity will make this a cost-effective program, the Commission should be aware of this 

and provide this information in its report and recommendations to the General 

Assembly.  The Commission has an obligation to make the General Assembly aware 

that the overall program is not cost-effective and not beneficial to ratepayers regardless 

of whether the program is worthwhile going forward.    

Indeed, while admittedly the OBF Laws do not specifically require the 

performance of Staff’s proposed cost effectiveness analysis, the statute does not limit 

the analysis but rather establishes the process of this docket to allow parties to suggest 

issues for the evaluation to address.  Furthermore, it is hard to imagine how the 

Commission will be able to report on “the overall operation of the program” as required 

by the OBF Laws, without having the information about the OBF programs’ overall cost 

effectiveness, in particular, the sunk costs and other costs that are passed onto 

ratepayers generally.  The relevant portion of the OBF statutes states: 

(g) An independent evaluation of a program shall be conducted after 3 
years of the program's operation. The electric utility shall retain an 
independent evaluator who shall evaluate the effects of the measures 
installed under the program and the overall operation of the program, 
including but not limited to customer eligibility criteria and whether the 
payment obligation for permanent electric energy efficiency measures that 
will continue to provide benefits of energy savings should attach to the 
meter location. As part of the evaluation process, the evaluator shall also 
solicit feedback from participants and interested stakeholders. The 
evaluator shall issue a report to the Commission on its findings no later 
than 4 years after the date on which the program commenced, and the 
Commission shall issue a report to the Governor and General Assembly 
including a summary of the information described in this Section as well as 
its recommendations as to whether the program should be discontinued, 
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continued with modification or modifications or continued without 
modification, provided that any recommended modifications shall only 
apply prospectively and to measures not yet installed or financed. 

 
(220 ILCS 5/16-111.7(g), 220 ILCS 5/19-140(g) Emphasis added. 

Consequently, Staff disagrees with the Proposed Order’s finding that determining 

the cost effectiveness of the overall OBF program is redundant because the programs 

already require savings from the measures to offset the costs of installing the measures. 

Proposed Order at 6.  This savings calculation addresses the cost effectiveness of the 

OBF measures on a going forward basis, but the additional information Staff proposes 

is relevant to the statutorily required inquiry regarding the overall operation of the OBF 

programs.  Furthermore, this calculation specifically excludes the start up, 

administrative and default costs passed along to ratepayers generally.  

Additionally, the Proposed Order’s reasoning that Staff’s proposed cost 

effectiveness analysis is redundant because each measure must itself be cost-effective 

is also flawed.  One of the two cost-effectiveness tests mentioned on page 6 of the 

Proposed Order only looks at the costs to the loan recipient not to all ratepayers.  It is 

entirely possible for the measure to be cost-effective to a particular loan recipient but 

not to all ratepayers because of excluded costs and default risks (which are assessed 

against ratepayers generally but specifically excluded from a measure’s cost 

effectiveness).  An example of excluded costs is loan origination fees that are not rolled 

into the loan.  Instead of being paid by a particular loan recipient, these charges are 

spread across all ratepayers and excluded from the cost-effectiveness analysis because 

the loan recipient did not pay those costs.  In fact, the Commission allowed these costs 

to be spread partly under the premise that there were sufficient benefits to all 
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ratepayers1.  By not evaluating the overall cost-effectiveness of the OBF programs, the 

Commission is not reviewing the efficacy of the assumptions it made in allowing some 

costs to be spread to all ratepayers and whether those ratepayers truly benefit from 

each OBF program.  

As discussed above, the evaluation required by the OBF Laws is not limited to 

looking solely at the effect of the measures installed, but rather requires, in addition, an 

analysis of the overall operation of the program.  (220 ILCS 5/16-111.7(g), 220 ILCS 

5/19-140(g).  Additionally, the OBF Laws do not limit the issues to be addressed in 

analyzing the overall operation of the program. Id.  Cost effectiveness of the OBF 

programs, not just to the OBF loan recipient, but to ratepayers generally who must pay 

for the costs of establishing and maintaining these OBF programs, is simply too 

fundamental an issue to be ignored, as the Proposed Order incorrectly requires the 

evaluation to do.  

  

                                            
1 “Although Staff is undoubtedly correct that loan origination fees are generally 
paid by the individual applying for financing, this is not a typical financing 
situation. These loans do not just benefit the individual participants as suggested 

by Staff, but rather the Commission agrees with CUB/City‟s [sic] view that 

lowering natural gas usage has monetary and environmental benefits that will 
accrue to not just the individual customer but to society at large and, as such, 

these costs are appropriately recovered through the Utilities‟[sic] automatic 

adjustment clause tariff.”  (Docket No. 10-0090, Final Order, dated June 2, 2010, 
p. 30.) 
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Consistent with the above, Staff recommends the following changes to the 

Proposed Order: 

 

 In considering this statutory language, the Commission agrees 
does not see that a cost-effective analysis as proposed by Staff is 
necessary.  While Indeed, many of the costs of the OBF programs are 
start-up costs that are not relevant to a discussion of the programs going 
forward, such costs are relevant to the analysis of the overall operation of 
the OBF programs, as required by the statutory language.  Also, while it 
might seem would be redundant to perform a cost-effective analysis as 
proposed by Staff on the OBF programs because the measures, that may 
be installed under the OBF program, must satisfy one of two cost-
effectiveness tests, the cost effectiveness of the measures themselves 
leaves open the question of whether the OBF programs are cost effective 
overall.  The relevant tests as to cost effectiveness of the measures in the 
OBF programs are as follows: First, eligible gas and electric measures 
must replace existing equipment and the savings from the more efficient 
equipment must offset the costs of implementing the measures, including 
any finance charges and program fees not otherwise recovered through 
customers.  Notwithstanding this determination, any number of charges 
and fees are recovered through customers and are not included in this 
evaluation of the cost effectiveness of the individual measures.  Under 
subsection (f), ratepayers generally will be charged with all start up, 
administrative and default costs of the OBF programs, and including, 
pursuant to our orders in this matter, loan origination fees.  These costs 
are not accounted for in this analysis of each individual measure.  Second, 
measures approved in the electric utilities’ existing energy efficiency and 
demand response plans may be included in the OBF program and are 
subject to their own cost-effective analysis.  As Staff correctly argued, this 
cost-effectiveness criterion does not examine the impact to all ratepayers 
and leaves a possibility that there are insufficient benefits to justify the 
costs of the program overall.    
 The Commission notes that its report to the Governor and General 
Assembly must make a recommendation as to whether the program 
should be discontinued, continued with modification, or continued without 
modification.  The Commission finds that the approach proposed by the 
AG is consistent with the Commission’s interpretation of what is required 
in order to be able to make a recommendation to the General Assembly.  
The Commission agrees with the AG that any cost-effectiveness analysis 
should include 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 will result from the OBF 
program.  That said, Staff’s proposed analysis of the cost effectiveness of 
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the OBF programs overall is relevant to our statutory duty to report on the 
overall operation of the OBF programs and should be performed as well.  
CUB’s proposal to conduct different analyses would also be beneficial to 
the Commission in making its recommendation to the General Assembly 
regarding possible modifications to the OBF Programs.  The Evaluation 
Plan’s proposal to work with utilities and stakeholders to develop an 
approach for analyzing the cost-effectiveness of the OBF programs, 
consistent with this decision, is reasonable.   
 

III. CONCLUSION 

Staff recommends that the Commission issue an Order in this Docket consistent 

with the recommendations set forth herein.  

 
        Respectfully submitted, 

        
        

        
       NORA A. NAUGHTON 
       JESSICA L. CARDONI 
       Counsel for the Staff of the Illinois 
       Commerce Commission 
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