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REPLY BRIEF OF THE NATURAL RESOURCES DEFENSE COUNCIL 

INTRODUCTION 

NRDC encourages utilities to design energy efficiency programs that are cost-effective 

and to regularly review their programs and make adjustments where necessary to meet the 

purpose of the Act.  NRDC does not want utilities to spend their limited energy efficiency 

resources on ineffective programs since every dollar wasted is a dollar that could have been 

devoted to effective programs.  Reconciliation proceedings such as this one are an opportunity to 

ensure that utilities are performing those functions. 

The issue before the Illinois Commerce Commission (“Commission”) is whether to 

disallow all of the Plan Year (“PY”) 2 costs incurred by Ameren Illinois Company (“Ameren”) 

for its Small Business (SB) HVAC Program.  This issue was raised by the Commission Staff, 

which argues that Ameren acted unreasonably when it continued the SB HVAC program in PY 2 
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even though Staff claims that Ameren had evidence that the SB HVAC program may fail the 

Total Resource Cost (“TRC”) test in PY 2.  The Natural Resources Defense Council (“NRDC”), 

Ameren, the Citizens Utility Board and the People of the State of Illinois (“CUB-AG”) all 

opposed the Staff’s recommendation in their initial briefs.  For the reasons discussed below, the 

Commission should reject the adjustment recommended by the Staff to disallow costs of the SB 

HVAC for program year 2.   

ARGUMENT	

NRDC’s goal in this, and in any Commission proceeding investigating natural gas energy 

efficiency measures, is to obtain compliance with the Public Utilities Act Section 8-104 directive 

that utilities “use cost-effective energy efficiency to reduce direct and indirect costs to 

consumers.”  220 ILCS 5/8-104(a).  The General Assembly further recognized that utilities need 

to be compensated for their energy efficiency activities: “It serves the public interest to allow 

natural gas utilities to recover costs for reasonably and prudently incurred expenses for cost-

effective energy efficiency measures.”  Id.     

The determination of whether utility costs were reasonably and prudently invested in 

cost-effective efficiency measure should not, however, be based on a simple formula that 

provides a cost benefit analysis for each energy efficiency measure for each year of a plan.   Yet 

that is the single minded approach taken by the Staff in its brief.  According to the Staff, the 

Total Resource Cost (“TRC”) is the sole analysis that needs to be performed.  The Staff argues 

that if the TRC test shows that the benefit-cost ratio of an individual program is below 1.0, then 

that program is not efficient and expenditures on that program are imprudent.  Thus, according to 

Staff, because there was a projected TRC of the PY2 SB HVAC Program that was below one, 
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“ratepayers were harmed in PY2 due to AIC’s decision to continue marketing measures which 

produced negative net benefits.”  Staff Brief at 6. 

There are three defects with the Staff’s analysis.  First, the Staff is improperly applying 

the TRC test to an individual program.  While such an analysis is entirely proper when first 

evaluating whether to implement a program, and a TRC test should be conducted for the entire 

portfolio of programs in a reconciliation proceeding, there are several reasons why its use by the 

Staff here is improper.  As noted by NRDC in its initial brief,  applying the TRC test to 

individual programs in a reconciliation proceeding is contrary to public policy (NRDC Brief at 

2), contrary to the Public Utilities Act (NRDC Brief at 4) and contrary to this Commission’s 

previous orders (NRDC Brief at 5). 

Second, the facts do not support the Staff’s allegation that Ameren acted improperly by 

ignoring information that the projected TRC of the PY2 SB HVAC Program was below 1.0.  

Ameren’s brief contains considerable discussion of the information provided to it by the 

implementer and the actions it took in response to the implementer’s recommendations.  As 

noted by Ameren, the implementer did not recommend termination of the program, but rather 

recommended modifying the program as part of its suggested modifications to other areas of the 

portfolio.  Ameren Brief at 15-17.  Most importantly, Ameren states: 

The implementer projected that, with the modifications set forth in its plan, the 
SB HVAC Program was expected “to yield a TRC” greater than 1.0. (Business 
Program: Program Year Two Implementation Plan (Oct. 12, 2009), Staff Ex. 4.2 
at 5.)     

Id. at 15. 

As noted above, NRDC believes that utilities should regularly review their programs and 

make appropriate adjustments during the plan period.  Ameren appears to have done just that.   
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Third, the Staff’s sole reliance on the TRC test fails to acknowledge the other elements 

that should be evaluated when designing a portfolio of energy efficiency programs.   NRDC 

listed these elements in its initial brief.  NRDC Brief at 3.  Ameren provided a similar list: 

There are many factors that could be considered when determining if a program 
should be modified or continued, including: whether there are resources available 
or market potential to achieve cost effective savings; whether a program could 
increase participation by allies and customers in energy efficiency programs; and 
whether emerging technologies, pilot programs appealing to hard to reach sectors, 
or programs that represent a diverse cross section of opportunities for customers 
of all rate classes that in and of themselves may not be cost effective are at issue. 
(Woolcutt Reb., Ameren Ex. 4.0 at 9.) 

Ameren Brief at 16, see also Ameren Brief at 22-23. 

Finally, there is an important policy consideration at stake in this proceeding.  CUB-AG 

show that the adoption of the Staff’s recommendation to focus solely on the TRC test would 

hinder the development of energy efficiency in Illinois: 

Programs intended for hard-to-reach customer segments may, in particular, not 
pass the TRC, particularly in a program’s early stages. CUB Ex. 1.0 at 13:287-
292. Some programs require time to become cost-effective, perhaps through 
customer education or market changes. In the interim, even less cost-effective 
programs serve an important function by generating awareness of or interest in 
other programs. Id. If utilities are penalized for offering programs that reach hard-
to-reach customer segments or help transform the market, utilities will likely 
emphasize programs that achieve short-term but guaranteed savings over 
programs that offer deeper and longer term savings, but which may require more 
time to develop. That outcome would reduce the economic and societal benefits 
of investment in innovative, long-lasting energy efficiency measures for 
ratepayers, who are funding the programs.  
 
CUB-AG Brief at 12. 
 
NRDC agrees with this CUB-AG analysis.  The adoption of the Staff’s proposed 

adjustment would be a short-sighted decision that would have a negative impact on energy 

efficiency in Illinois in both the near and long-terms. 
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CONCLUSION 

 For the reasons stated above, the Commission should reject the adjustment recommended 

by the Commission Staff to disallow costs of the SB HVAC for program year 2. 

Dated:  June 7, 2013    

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

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 
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