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No. 13-0550 
 

INITIAL POST-HEARING BRIEF OF NORTH SHORE GAS COMPANY 
AND THE PEOPLES GAS LIGHT AND COKE COMPANY 

Pursuant to Section 200.800 of the Illinois Commerce Commission’s (“Commission”) 

Rules of Practice (83 Ill. Admin. Code §200.800) and the schedule that the Administrative Law 

Judge (“ALJ”) established by Notice dated November 12, 2013, North Shore Gas Company 

(“North Shore” or “NS”) and The Peoples Gas Light and Coke Company (“Peoples Gas” or 

“PGL”) (together, the “Utilities”), by their counsel, submit this Initial Brief in the above 

captioned proceeding. 

I. Introduction 

Section 8-104 to the Public Utilities Act (“Act”) (220 ILCS 5/8-104) requires gas utilities 

serving more than 100,000 customers to file an energy efficiency plan every three years 

beginning, at the latest, October 1, 2010.  On October 1, 2013, North Shore and Peoples Gas 

filed their second triennial energy efficiency plans (“Plan 2” or “Second Triennial Plan”), 

covering the June 1, 2014, through May 31, 2017 period (“Plan Period 2”).1  The Utilities’ 

                                                 
1 The Utilities’ Plan 2 is supported by a Verified Petition, direct testimony (Marks Direct (“Dir.”), NS-PGL Exhibit 
(“Ex.”) 1.0R and Korenchan Dir., NS-PGL Ex. 2.0R), rebuttal testimony (Marks Rebuttal (“Reb.”), NS-PGL Ex. 3.0 
and Korenchan Reb., NS-PGL Ex. 4.0) and surrebuttal testimony (Marks Surrebuttal (“Sur.”), NS-PGL Ex. 5.0).   
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Plan 2, as amended in the Utilities’ rebuttal and surrebuttal testimony, meets the requirements of 

Section 8-104 of the Act in a prudent and cost effective way and should be approved. 

The Utilities request that the Commission approve the Plan 2’s modified savings goals 

pursuant to Section 8-104(d) of the Act.  220 ILCS 5/8-104(d).  The statutory goals are not 

achievable because of budgetary limitations imposed by the statutory cap for energy efficiency 

spending (“Rate Impact Cap”), combined with the Utilities’ experience from Program Years 1 

through 3 (“Plan 1”), a comprehensive market potential study (the “Potential Study”), and 

fundamental changes to the cost of natural gas.  Generally neither Commission Staff (“Staff”) 

nor the intervenors oppose the modified savings goals.  Further, the Plan 2 programs offer 

cost-effective and prudent programs for residential and commercial and industrial (“C&I”) 

customers.  While the Illinois and Attorney General and Citizens Utility Board (“CUB”) and the 

City Of Chicago (“City”) (together, “CUB/City”) offer criticisms of these programs, their 

arguments are not based on the record or the law.  As such, the Commission should approve the 

Plan 2 programs. 

Additionally, in Plan 2, the Utilities are proposing to adjust savings goals based upon 

Net-To-Gross (“NTG”) ratios and realization rates (NTG figures are numbers calculated based 

on post-implementation evaluation of program impacts) that are subject to change on a 

prospective basis.  Marks Dir., NS-PGL Ex. 1.0R, 24:536-545.  Staff agreed with this proposal 

but recommended certain conditions to which the Utilities agree.  The AG, CUB City and the 

Environmental Law and Policy Center (“ELPC”) oppose the Utilities’ proposal.  However, their 

arguments are not supported by law or fact.  The Utilities proposal is necessary to avoid 

outcomes that could be unfair as program participation levels are achieved but goals are not met.  

Also as Staff notes, “It would be unfair to punish the Companies for using the Commission 
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approved IL-TRM [Illinois Statewide Technical Reference Manual] in the Plan filings by 

adjusting IL-TRM values during the course of the Plan, with no possibility of adjusting savings 

goals.”  Hinman Dir., Staff Ex. 1.0, 27:608-614. 

The Utilities proposed Plan 2, which reflects a number of recommendations of Staff and 

intervenors, should be approved by the Commission.    

II. North Shore and Peoples Gas Are Not Electing Treatment as a Single Utility 

North Shore is a corporation organized and existing under the laws of the State of Illinois, 

having its principal office at 130 East Randolph Street, Chicago, Illinois 60601.  It is engaged in 

the business of purchasing natural gas for and distributing and selling natural gas to 

approximately 158,000 customers in Cook and Lake Counties, Illinois.  North Shore is a wholly-

owned subsidiary of Peoples Energy, LLC (“PELLC”), which, in turn, is a wholly-owned 

subsidiary of Integrys Energy Group, Inc. (“Integrys”).  Korenchan Dir., NS-PGL Ex. 2.0R, 

2:36-3:42; NS-PGL Ex. 1.2 at 3. 

Peoples Gas is a corporation organized and existing under the laws of the State of Illinois, 

with its principal place of business at 130 East Randolph Street, Chicago, Illinois 60601.  

Peoples Gas is engaged in the business of purchasing natural gas for and distributing and selling 

natural gas to approximately 829,000 customers within the City of Chicago, Illinois.  Like North 

Shore, Peoples Gas is a wholly-owned subsidiary of PELLC, which, in turn, is a wholly-owned 

subsidiary of Integrys.  Id., 3:45-50; NS-PGL Ex. 1.2 at 3.  

Section 8-104(h) of the Act permits utilities affiliated by virtue of a common parent, as 

North Shore and Peoples Gas are, to be considered a single utility for purposes of Section 8-104.  

North Shore and Peoples Gas are not electing treatment as a single utility.  However, they jointly 

submitted their Plan 2 and supporting testimony given the substantial similarities between the 
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energy efficiency programs that each proposes to offer.  While similar, the programs proposed to 

be offered by North Shore and Peoples Gas differ in some respects to address differences in each 

utility‘s service territory.  Likewise, each utility‘s cost recovery tariff was approved by the 

Commission in ICC Docket No. 10-0564, the Utilities’ first energy efficiency proceeding, and 

the Utilities have proposed no changes.  Korenchan Dir., NS-PGL Ex. 2.0R, 5:96-98.  Neither 

Staff nor any party opposed the Utilities’ filing in a single docket.  It is reasonable and efficient 

to consider both Utilities’ compliance filings in the same docket but to recognize that each utility 

will implement its programs under Plan 2 separately and will have separate cost recovery tariffs. 

III. Section 8-104(f) Filing Requirements 

 Section 8-104(f) of the Act requires that the utility‘s plan address eight items. As addressed 

in this Section III, the Utilities addressed each item fully and their Plan satisfies all Section 8-104(f)’s 

requirements.  The Utilities’ proposed Plan 2 should be approved as amended through the Utilities’ 

rebuttal and surrebuttal testimony. 

A. Section 8-104(f)(1) 

Section 8-104(f)(1) states that the utility shall: “Demonstrate that its proposed energy 

efficiency measures will achieve the requirements that are identified in subsection (c) of this 

Section, as modified by subsection (d) of this Section.”  Plan 2, describes how the requirements 

of Section 8-104(c) will be met, as modified by the Utilities’ proposal permitted under Section 8-

104(d).  The Utilities shall each meet its modified savings goals, as identified below, over the 

three- year Plan Period as allowed under Section 8-104(c). 
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 The Commission Should Approve the Utilities’ Proposed Modified Goals. 1.

a. Statutory Requirements. 

Section 8-104(c) states that “[n]atural gas utilities shall implement cost-effective energy 

efficiency measures to meet at least the following natural gas savings requirements, which shall 

be based upon the total amount of gas delivered to retail customers, other than the customers 

described in subsection (m) of this Section, during calendar year 2009 multiplied by the 

applicable percentage... .”  220 ILCS 5/8-104(c).  The applicable statutory savings goals for the 

Plan Period 2, for Program Year 4 is .8%, for Program Year 5 is 1% and for Program Year 6 is 

1.2%, for a collective savings during the Plan Period of 3%.2 Id.  Implementation of energy 

efficiency programs is split between the Utilities and the Department of Commerce and 

Economic Opportunity (“DCEO”).  220 ILCS 5/8-104(f)).  Each of the Utilities shall provide 

80% of the savings while DCEO is to provide 20% of the savings in each of the Utilities’ 

respective service territories.  Id.  Gas delivered in 2009 to retail customers is calculated as 

1,754,194,737 therms for Peoples Gas and 346,897,375 therms for North Shore Gas. (NS-PGL 

Ex. 2.0 at 6).3  The cumulative statutory savings goal for Peoples Gas for Program Years 4 

through 6 is 42,100,673 therms.  Marks Dir., NS-PGL Ex. 1.0R; 5:95-99.  The cumulative 

statutory savings goal for North Shore for Program Years 4 through 6 is 8,325,537 therms.  

Marks Dir., NS-PGL Ex. 1.0R, 5:99-102. 

The Utilities’ energy efficiency program spending is limited by: “…the amount necessary to 

limit the estimated average increase in the amounts paid by retail customers in connection with 

natural gas service to no more than 2% in the applicable 3-year reporting period.” 220 ILCS 5/8-

                                                 
2 The Plan Period is the three year period from June 1, 2014 through May 31, 2017.  Program Year 4 is June 1, 2014 
through May 31, 2015.  Program Year 5 is June 1, 2015 through May 31, 2016.  Program Year 6 is June 1, 2016 
through May 31, 2017. 
3 The delivery number represents all retail deliveries less the therms delivered to DCEO-reported exempt and self-
directing customers pursuant to Section 8-104(m) of the Act. 
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104(d).  The Rate Impact Cap), over the Plan 2 Period is $24,555,622 for Peoples Gas and 

$4,363,869 for North Shore, for each of the Program Year 4, 5 and 6.  Korenchan Dir., NS-PGL 

Ex. 2.0R, 7:143-145. 

b. Proposed Modified Goals 

While the cumulative savings goal under the Utilities’ first three-year energy efficiency 

plan4 were determined to be achievable by the Commission, the statutory goals for Plan Period 2 

are not achievable given the 2% budgetary cap. 

Section 8-104(d) provides that: 

The energy savings requirements of subsection (c) of this Section may be reduced 
by the Commission for the subject plan, if the utilities demonstrate by substantial 
evidence that it is unlikely that the requirements could be achieved without 
exceeding the applicable spending limitations in any 3-year reporting period. (220 
ILCS 5/8-104(c)) 

The Utilities request modified gas savings goals over Plan Period 2 for Peoples Gas of 

24,612,177 therms and for North Shore of 4,757,013 therms.  Marks Dir., NS-PGL Ex. 1.0R, 

5:87-90. 

Generally, the intervenors in this docket do not contest the need for the Commission to 

set modified savings goals in order for the Utilities to comply with the spending limits as 

prescribed by the Act.  Again generally, the critiques to the Utilities’ Plan 2 portfolio and savings 

goals relate to how individual programs are offered, the scope of particular program offerings, or 

the need conduct additional studies.  The Utilities have demonstrated that given the budgetary 

limitations imposed by the Rate Impact Cap, combined with supporting experience, a potential 

study, and fundamental changes to the cost of natural gas, that the statutory goals are not 

achievable and the modified gas savings goals for Peoples Gas and North Shore should be 

accepted. 

                                                 
4 Plan 1 Order, Docket No. 10-0564 at 115-116.   
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Since June of 2008, natural gas costs have declined from a Henry Hub Gulf Cost Natural 

Gas Spot Price of $12.69 per MMBtu to $3.43 per MMBtu in August 2013.  Marks Dir., NS-

PGL Ex. 1.0R, 4:70-72.  The decline has had a two-fold effect.  First, the annual Rate Impact 

Cap has decreased from the Plan 1 (Program Years 1 through 3) by 9.4% for Peoples Gas and 

18.5% for North Shore, due primarily to declining natural gas costs.  Id.  The Rate Impact Cap is 

based on the predicted gross revenues of a utility, which includes the cost of natural gas.  The 

falling natural gas price, all other things equal, decreases the Rate Impact Cap.  Second, 

declining natural gas prices, as eventually reflected in retail customer bills, reduce the “value” of 

a customer’s natural gas commodity savings for energy efficiency programs.  Id.  As the 

potential monetary savings for a customer declines, the payback or return on energy efficiency 

spending falls.  In order to incent customers to now adopt programs in a low gas cost 

environment, the Utilities must provide great incentives to encourage customer adoption of 

energy efficiency programs.  Id., 4:74-75.  As more energy efficiency funds under the Rate 

Impact Cap must now be allocated to greater incentives for customers, all other things equal, 

either few programs must be offered or the scope of those programs must decline.  Id.    

Supporting this conclusion is the Utilities’ “real world” experiences and difficulties in 

operating an energy efficiency program in a lower gas cost environment.  Id., 6:108-113.  

Further, in 2013, on behalf of the Utilities, the Energy Center of Wisconsin conducted the 

Potential Study to determine the achievable potential of natural gas savings in each of the 

Utilities’ service territories.  Id., 6:122-124.  The Potential Study, using primary data collection 

from the Utilities’ customers, largely concluded that the lower natural gas prices made the 

achievement of the statutory savings goal impossible and lower savings goals where more 

reasonable.  Id., 7:127-130.  
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Further, supporting the Utilities’ proposed modified goals is the structure of their 

portfolio.  In addition to meeting the statutory requirements of Section 8-104, with the savings 

goals as modified, an important goal of the portfolio is to: (1) provide a mix of longer-lived 

measures to generate long-term customer benefit, (2) provide energy efficiency programs to all 

customer segments and (3) attempt to maximize program participation.  NS-PGL Ex. 1.2R at 4, 

Marks Reb., NS-PGL Ex. 3.0, 7:133-139.  While certain long-lived programs have smaller per 

year benefits, they provide those benefits for time beyond the Plan Period 2 timeframe.  These 

measures contribute less to the Plan 2’s goal achievement, but are important parts of the Plan 2 

portfolio.  Marks Reb., NS-PGL Ex. 3.0, 7:140-144.  Further, as shown in the Utilities’ Plan 2 

portfolio document (NS-PGL Ex. 1.2R), energy efficiency spending in certain customer 

segments provides a greater “savings return.”  However, the Utilities have designed a 

comprehensive portfolio, including offering programs to residential customers that have lower 

total resource cost (“TRC”) values than higher TRC values for small business, commercial and 

industrial customer programs.  Id. at 7-8.  An important component of the Plan 2 portfolio is to 

enhance program participation by all customers and customer segments. 

c. The Modified Savings Goals Are Appropriate and Should be 
Approved 

The Utilities’ proposed modified savings goals are appropriate and should be approved.  

Staff does not propose any adjustments to the modified savings goal of the Utilities.  The AG and 

the CUB/City also do not propose adjustments but criticize the Utilities’ program designs and the 

lack of certain energy efficiency program offerings.  See, i.e. Mosenthal Dir., AG Ex 1.0 at 

8:135-139; Devans Dir., CUB/City Ex. 1.0, 4:54-60.  In addition, CUB/City proposes to adjust 

goals through the allocation of the Rate Impact Cap in particular screens or tranches based on 

customer class, which is contrary to the statutory requirement of Section 8-104(d).  As discussed 
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later in Section III.A.2.a.i. of this Initial Brief, Section 8-104(d) of the Act places the 2% Rate 

Impact Cap on the amounts paid by all retail customers and does not require a segment of the 

Rate Impact Cap by customer class.  Notably, if the CUB/City position was adopted as to 

allocating a Rate Impact Cap of 2% by customer class, the Utilities would likely need to submit 

adjusted energy efficiency goals in a compliance filing.  Marks Sur., NS-PGL Ex 5.0, 7:152-157 

However, the ELPC argues that the Utilities should have conducted a wasted energy 

study and therefore, the Utilities’ proposed modified savings goals analysis is incomplete.  

Crandall Dir., ELPC Ex 1.0, 4:79-82, 7:158-160.  Further, ELPC indicates that a yet to be 

performed behavior energy waste resource study would somehow be used to allow the Utilities 

to achieve the statutory goals.  Id., 7:150-154.  However, ELPC has not submitted such a study 

and cannot verify that the statutory goals can be achieved.  In addition, ELPC proposes no 

particular adjustment to the Utilities’ modified goals, and therefore, the speculation as to any 

adjustment to the Utilities’ proposed modified savings goals should be rejected.  Notably, the 

Utilities’ Potential Study, which provides a comprehensive analysis of various energy efficiency 

opportunities available in the Utilities’ service territories, has been conducted as it being used as 

the basis for forming the Utilities’ Plan 2 portfolio and the modified savings goals.   

While the Utilities appreciate the critiques of their Plan 2 portfolio, which is addressed in 

Section III.A.2. of this Initial Brief, the AG, CUB/City and ELPC encourage the Utilities to “do 

more” without any specificity as to tying their proposed program changes to adjustments to the 

modified savings goals.  The Utilities propose a largely unchallenged modified savings goal for 

Plan Period 2 of 4,757,013 therms for North Shore and 24,612,177 therms for Peoples Gas.  Marks 

Dir., NS-PGL Ex. 1.0R, 5:87-90.  The Utilities’ modified savings goals should be adopted as they are 

based upon substantial evidence, including the Utilities’ actual program experience in Plan Period 1, 

their detailed Plan 2 portfolio (NS-PGL Ex. 1.2R), and the Potential Study. 
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 Plan 2 Portfolio and Particular Programs Proposed to meet 2.
the Utilities’ Modified Savings Goals. 

a. Interpretation and Allocation of Plan 2 Energy Efficiency 
Spending under the Rate Impact Cap 

 Description of the Utilities’ Plan 2 energy efficiency i.
portfolio 

As described in the Utilities’ Plan 2 energy efficiency portfolio, Plan 2 was designed with 

several goals, including (1) achieving a cost-effectiveness at the portfolio level so that the entire 

portfolio would have a TRC greater than 1.0, as required by Section 8-104, (2) providing an 

ability to adopt to market and technological opportunities, and (3) providing a cost-effective mix 

of energy efficiency program options, while balancing the Rate Impact Cap with attempting to 

achieve substantial, if modified, therm savings goals.  NS-PGL Ex. 1.2R at 5.  Broadly, Plan 2 

contains five program areas with subparts: 

 Residential Programs 

 Multifamily Programs 

 Residential Outreach and Education Programs 

 Business Programs – Existing Facilities 

 Small Business Efficiency Programs. 

Id. at 6-7. 

Generally, the Residential Programs include individual measures such as incentives or 

rebates for installation of measures such as attic insulation or furnaces (the Home Energy Rebate 

Program) and direct installation of items such as low-flow showerheads, pipe insulation, and 

efficiency audits (the Home Energy Jump Start Program).  NS-PGL Ex. 1.2R at 33.  The 

Residential Programs are jointly offered with the electric utility, Commonwealth Edison 

Company (“ComEd”) where possible.  The TRC for the Residential Program is 1.01.  Id. at 39.   



 

11 
 

The Multi-Family Programs focus on property owners/managers of multi-family 

buildings and the customers living in those buildings.  These programs include direct installation 

and assessment, incentives and rebates for furnaces and boilers; customized incentive programs 

and energy optimization programs to improve the operation of existing equipment.  NS-PGL Ex 

1.2R at 40-41.  The Multi-Family Programs are also jointly offered with ComEd where possible.  

Id.  The overall TRC for the Multi-family Programs is 2.96 for North Shore and 2.89 in Peoples 

Gas.  The Residential Outreach and Education Programs includes a Home Energy Report – 

Behavior Change path and a Targeted Outreach and Education path that are implemented 

through local entities including local governments, schools, and community-based organization.  

Id. at 48.  The overall TRC for the Residential Outreach and Education Programs is 1.04 for 

North Shore and 1.05 for Peoples Gas.  Id. at 51.   

Business Programs – Existing Facilities include a wide variety of measures including 

direct installation, engineering assistance, standard and customer incentives and gas optimization 

programs largely for commercial and industrial customers.  The TRCs for these programs are 

1.70 for Peoples Gas and 1.70 for North Shore.  Id. at 59.  The Small Business Efficiency 

program provides retrofit incentives for equipment improvements and direct installation and 

audits for small business customers.  Id. at 61.  These programs are currently offered in  

conjunction with ComEd.  Id.  The TRC for these programs is 2.16 for North Shore and 2.48 for 

Peoples Gas.  Generally, with the exception of the Multi-Family Programs, the TRCs for the 

commercial and industrial energy efficiency programs in the Plan 2 portfolio are greater than the 

residential customers TRCs. 
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 CUB/City Proposal to mandate the Rate Impact Cap to be ii.
considered by Customer Class should be rejected. 

CUB/City contend that the Utilities did not provide adequate programs for the residential 

customer segment.  Devens Dir., CUB/City Ex. 1.0; 6:333-335.  To rectify this alleged “lack” of 

resources devoted to energy efficiency programs in Plan 2, CUB/City propose that the 

Commission embark on a questionable interpretation of Section 8-104(d) of the Act.  CUB/City 

argue that a 2% spending “screen” for the Rate Impact Cap be applied to each customer class – 

presumably dividing residential, commercial and industrial customers.  Devens Dir, CUB/City 

Ex 3.0, 5:75-77.  The CUB/City proposal for a 2% spending screen for the Rate Impact Cap by 

customer class should be rejected as it is not supported by the record or the law.     

CUB/City’s argument is problematic for two reasons.  First, as indicated above, the 

Utilities’ experiences during Plan 1 along with the results of the Potential Study indicate that 

there are not as many natural gas savings opportunities for residential programs.  Second, the 

TRCs with many of the individual programs for residential customers are low relative to C&I 

customers.  Marks Reb., NS-PGL Ex. 3.0, 5:104-109-6:110-111.  All other things equal, in order 

to achieve even the proposed modified savings goals, while offering programs across the 

spectrum of the Utilities’ service territories, the proportion of more energy efficiency spending 

and savings relative to the proportion of total retail revenue should be directed towards C&I 

customers as opposed to residential customers.  Id., 5:100-106.  To be clear, energy efficiency 

funds collected from residential customers through Rate Service Classification (“S.C.”) No. 1 

(the Utilities’ small residential service class) are not applied to Rate S.C. No. 2 (the General 

Service Rate) or other rates for C&I programs as shown in NS-PGL Ex. 2.3R.  Under the 
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Utilities’ Rider EOA - Energy Efficiency and On-Bill Financing Adjustment (“Rider EOA”)5, 

there can be no cross-subsidization between the rate classes.  Korenchan Reb., NS-PGL Ex 4.0, 

2: 35-38, 3:39-50. 

Second, as to the Rate Impact Cap, Section 8-104(d) provides: 

“…a natural gas utility shall limit the amount necessary to limit the estimated average 
increase in the amounts paid by retail customers in connection with natural gas service to no 
more than 2% in the applicable 3-year reporting period.” (220 ILCS 5/8-104(d))    

The language of the statute does not associate Rate Impact Caps with particular customer or rate 

classes.  The language of Section 8-104(d) indicates a limit of 2% for the average increase in 

charges due to the energy efficiency programs in a three-year reporting period, for retail 

customers.  Notably, in the Commission’s Plan 2 orders for the Ameren Illinois Company 

(“Ameren”) and ComEd, and Plan 1 orders for Northern Illinois Gas Company (“Nicor Gas”) 

and the Utilities (ICC Docket Nos. 10-0568, 10-0570 and 10-0562 and 10-0564, respectively), 

the Commission did not adopt a 2% Rate Impact Cap by customer class, as proposed by 

CUB/City.  For the Utilities in the Plan 1, spending was relatively more weighted towards C&I 

customers.  Marks Sur., NS-PGL Ex. 5.0, 8:177-179; ICC Docket No. 10-0564, June 22, 2011 

Compliance Filing, Appendix A at 9-11.  Further, in the recent Ameren and ComEd Plan energy 

efficiency dockets (for those companies’ Plan 3 dockets (ICC Docket Nos. 13-0498 and 13-0495, 

respectively)), the Commission did not order that the Rate Impact Cap be specifically applied or 

screened by rate class or customer class.  ICC Docket No. 13-0495 Order dated 1/28/14 at 139-

140; ICC Docket No. 13-0498, Order dated 1/28/14 at 173-174. 

Also notable in the Utilities’ Plan 1 Order (ICC Docket No. 10-0564), the Commission 

ruled the following:  

                                                 
5 Rider EOA, which was approved by the Commission in ICC Docket 10-0564, is the recovery tariff mechanism that 
is used to collect energy efficiency and on-bill financing spending for the Rate Impact Cap.  
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The Commission notes that the Legislature used similar, but not identical terms in 
which Section 8-104(c) refers to the "total amount of gas delivered to retail 
customers," and Section 8-104(d) refers to "amounts paid by retail customers in 
connection with natural gas service. (ICC Docket No. 10-0564, Order dated 5/24/11 
at 41). 

The Commission’s previous interpretation of the Section 8-104 of the Act implies that neither 

savings goals are determined by particular customer class or rate class nor are the spending caps 

determined by particular customer class or rate class.  Sections 8-104(c) and 8-104(d) apply to 

savings and spending for all retail customers.  If the legislature had intended to bifurcate savings 

goals and spending goals by particular sub-class of utility customers (such as the legislature did 

with savings and spending attributable to DCEO)6, the statute would have been worded 

differently.  Therefore, the Commission should reject the CUB/City proposal for a 2% spending 

“screen” for the Rate Impact Cap be applied to each customer class as it is not supported by the 

record or the law. 

b. ELPC’s proposal for a workshop for alternative tariff mechanisms 
should be rejected 

ELPC’s proposal that Staff should convene a workshop to study alternative tariff 

measures should be rejected.  Crandall Dir., ELPC Ex 1.0, 16:355-364-17:366-372.  The 

Commission approved the Utilities’ Rider EOA in ICC Docket No. 10-0564.  In this proceeding, 

the Utilities did not propose any changes to Rider EOA and neither Staff nor intervenors are 

proposing a modification to Rider EOA.   

c. ELPC’s proposal for expenditures of a Wasted Energy Study 
should be rejected 

ELPC contends that that Utilities’ Plan 2 portfolio fails to recognize wasted energy and 

the Utilities should undertake a study for potential wasted energy.  Crandall Dir., ELPC Ex. 1.0, 
                                                 
6 Section 8-104(e) of the Act provides that 25% of the funding for the overall energy efficiency program and 20% of 
the savings for the overall energy efficiency program in the Utilities’ service territories come from DCEO.  In 
particular DCEO is directed to dedicate its portfolio to customer classes including the range of local governments, 
school districts, community college districts and low income customers. 
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4-7:69-133).  The ELPC’s wasted energy study proposal should be rejected for several reasons.  

First and foremost, the Utilities have already invested in a Potential Study that served as a basis 

of their Plan 2 (NS-PGL Ex. 1.2R) and includes the behavior change programs that address 

wasted energy issues.  Marks Reb., NS-PGL Ex 3.0, 28:619-624.  A further study, would likely 

be at least in part, duplicative of research already performed and would be a waste of the limited 

budget under the Rate Impact Cap.  Second, the Utilities have implemented a Home Energy 

Reports program in its Plan 1, Program Year 3 and propose to continue the Home Energy 

Reports program in their Plan 2.  The Home Energy Reports program, in part, targets wasted 

energy behaviors and provides an informational tool to encourage customers to adopted, longer-

lived energy efficiency measures.  Id.  Therefore, the ELPC proposed study should be rejected as 

it is duplicative of an existing study and portfolio program.    

d. Residential Programs 

 The CUB/City and AG Proposed Air-Sealing Program  i.

CUB/City and AG have identified residential air-sealing programs, for both single-family 

dwellings and as to multi-family dwellings, as an effective energy efficiency measure to be 

included in the Utilities’ Plan 2 portfolio, particularly when combined with other building “shell” 

energy efficiency measures.  Devens Dir., CUB/City Ex. 1.0, 7-9, 137-174; Mosenthal Dir., AG 

Ex 1.0, 10:184-192.  The Utilities have indicated their concerns regarding air-sealing programs 

and radon (Marks Reb., NS-PGL Ex 3.0, 8:164-174), but do not dispute that other utilities in 

Illinois and across the United States, DCEO, and the Weatherization Assistance Program have 

adopted air-sealing programs without radon testing.  Id.  Even though an air-sealing measure for 

residential and multi-family is not part of the Plan 2 portfolio if ordered by the Commission, the 

Utilities would adopt such a measure for its residential and multi-family energy efficiency 

programs, with or without radon testing as directed by the Commission.  City Cross Ex 1.0.  The 
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Utilities also acknowledge that when factors such as avoided electricity costs, environmental 

benefits, and other considerations are included within the air sealing measures’ TRC, without 

radon testing, the TRC for these measures ranges between 2.11 and 2.46 for the Utilities.  Id.  

With radon testing, the air sealing measures’ TRC range between 1.21 and 1.26.  Id.    

If ordered by the Commission, the Utilities would be able to implement such a measure 

within the context of a compliance filing to update their Plan 2.  City Cross Ex. 1.0.  Although an 

analysis has not been conducted yet as to a reallocation of the Rate Impact Cap budget due to 

inclusion of an air sealing program, the Utilities expect that a greater amount of the spending 

under the Rate Impact Cap for a Plan 2 revised in a compliance filing would move towards 

residential and multi-family customers.  However, the Utilities may need, as part of a compliance 

filing for a revised Plan 2, to update their proposed modified savings goals.  Note, that there is 

the possibility, although no analysis has been conducted, that those modified savings goals for 

Plan 2, may decrease due to the inclusion of air-sealing in the a proposed Plan 2 compliance 

filing. 

 The Utilities’ Plan 2 Home Energy Reports program ii.
should be approved. 

As part of the Utilities’ Plan 1, Program Year 3 energy efficiency program, the Utilities 

are sending monthly Home Energy Reports, during the fall and winter seasons (from 

approximately October 2013 billing cycle through the April 2014 billing cycle) to approximately 

87,500 customers in the North Shore service territory and 144,000 residential customers in the 

Peoples Gas service territory.  Marks Sur., NS-PGL Ex. 5.0, 12:259-262.  In the Utilities Plan 2 

proposal, the number of monthly mailings during the fall and winter billing cycles will be at the 

same level.  NS-PGL Ex. 1.2R at 50-51.  The Home Energy Reports not only identify a 

customer’s usage relative to similar customers but also serve as a marketing vehicle for the 
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Utilities’ Residential Programs, both the Home Energy Jump Start Program (direct installation 

and home energy audits) and the Home Energy Rebate Program.  Marks Sur., NS-PGL Ex. 5.0, 

12:257-266.  Further, the Home Energy Reports serve as a vehicle for general customer 

awareness of the Utilities’ energy efficiency program.  Id. 

The AG indicates that the Home Energy Reports program should be discontinued unless 

the Utilities are able to offer the Home Energy Reports program with ComEd.  Mosenthal Dir., 

AG 1.0, 18-19:370-395.  The AG avers that a joint or “virtual” customer information system 

could be implemented for a joint program between the Utilities and ComEd without significant 

barriers.  Mosenthal Reb., AG Ex. 2.0, 28:3-11.  The AG believes that Home Energy Reports 

offer little in the way of a means to spur market transformation, to encourage greater volumes of 

sales, and to encourage customer adoption of cost-effective energy efficiency measures.  Id.; 

29:13-21. 

The Utilities have explored offering a joint Home Energy Reports program with ComEd, 

but ComEd rejected such a program, thereby effectively preventing a joint program as the AG 

recommends.  Marks, Tr. 2/18/14, 25:7-10.  Further, the Utilities have indicated that to form a 

joint Home Energy Reports program with ComEd would require the Utilities and ComEd to 

integrate certain customer information system functions and such a task would be extremely 

costly.  Marks Reb., NS-PGL Ex 3.0, 14:297-308.  The Utilities note that in the most recent 

Commission orders for the energy plans for ComEd and Ameren, both of those companies have 

Home Energy Report programs (ICC Docket Nos. 13-0495 and 13-0498, respectively).  Even 

though ComEd is a single “fuel” utility, its use of Home Energy Reports is part of its portfolio of 

energy efficiency measures for the next three year period. Marks Sur., NS-PGL Ex 5.0, 11:244-

246.  
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The Utilities question why the Home Energy Reports, newly implemented in Program 

Year 3 and being evaluated by the independent evaluator, would be rejected based on 

preliminary TRC estimates that should be available at the end of 2014, early 2015.  Further, why 

would a valuable marketing channel that also encourages behavior change and the adoption of 

long-lived energy efficiency measures and that generally promotes the Utilities’ energy 

efficiency program to approximately 60% of North Shore’s residential customers and 20% of 

Peoples Gas’ residential customers that use the most natural gas not be a “compelling reason” as 

the AG argues (Mosenthal Reb., AG Ex 2.0, 29:6-24) for continuing the Home Energy Reports?  

Marks Sur., NS-PGL Ex 5.0, 12:271-272-13:273-277.  AG Witness Philip Mosenthal does 

acknowledge that there is a correlation between the highest users of energy among similar 

customers and opportunities for further energy efficiency measures.  Mosenthal, Tr. 2/18/14, 

33:1-5.  Further, Mr. Mosnethal indicates that the value of a Home Energy Reports program is 

enhanced when longer-lived energy efficiency measures are promoted in said Home Energy 

Reports.  Id., 33:6-11).  Indeed, ELPC witness Geoffrey Crandall recommends and describes the 

benefits of pairing Home Energy Reports with marketing the Utilities’ energy efficiency 

measures, particularly long-lived energy savings measures.  ELPC Ex. 1.0, 14:297-302.  Further, 

in their Plan 2 Home Energy Reports program and in their current Plan 1 Home Energy Reports 

program, the Utilities have implemented many of Mr. Crandall’s recommendations.  Id., 13:292-

294-14:297-309. 

While the estimated TRC for the measure is less than 1.0, the Commission should 

approve the Home Energy Reports measure.  First, a full evaluation of the Home Energy Reports 

program has yet to be completed by the independent evaluator.  Second, other Commission 

orders have identified Home Energy Reports as a valuable part of other utilities’ portfolios of 
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energy efficiency measures and it would be unfair to not allow the Utilities’ access to this 

particular measure.  Third and most importantly, the use of Home Energy Reports, where those 

reports not only identify higher customer usage to the customer, but also promote longer-lived 

energy efficiency measures and create greater energy efficiency program awareness, create value 

to residential customers.  As such, there is a “compelling reason” to include the Home Energy 

Reports program in Plan 2. 

 Multi-family programs iii.

The Utilities developed their Plan 2 Multi-Family program (NS-PGL Ex. 1.2R) based on 

its experiences in the first three program years of their energy efficiency plan approved by the 

Commission in ICC Docket No. 10-0564 and its Potential Study.  NS-PGL Ex. 1.2R at 9.  

Stakeholder input garnered from the Stakeholder Advisory Group (“SAG”) meetings and 

meetings with individual stakeholders, including Staff, the AG, CUB, and the City, was 

considered in forming Plan 2 for its filing on October 1, 2013.  Id. at 13.  Further, the Utilities 

will offer their Multi-Family program in coordination with ComEd to better collaborate and 

coordinate marketing and application efforts.  Id. at 40.  Based on Utilities’ Plan 1 experience, 

the experience of their energy efficiency vendor, the Potential Study, and input of a wide variety 

of parties, the Utilities’ believe that their estimates of participation in the Multi-Family program 

are reasonable estimates given that the Rate Impact Cap constrains the total amount of therms 

that can be saved in Plan 2.  Id. at 43-47. 

CUB/City argue that: (1) the participation levels estimated by the Utilities are too low 

(Devens Dir., CUB/City at Ex 1.0, 14:291-298, 15:299-301), which is in part due to the lack of 

an air-sealing program (Id., 17:354-356), (2) a multi-family program based on or somehow 

similar to the Center for Neighborhood Technologies’ (“CNT”) Energy Savers Program should 

be developed (Id., 18:367-379, 20:410-428), and (3) a reallocation of “residential funding” from 
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C&I customers to the multi-family program should be ordered to “emulate the best practices of 

the Energy Savers Program” (Id., 21:451-453, 22:454-455). 

First, as discussed in Section 2.a.i of this Initial Brief, Section 8-104(d) of the Act does 

not create 2% Rate Impact Cap by rate class or customer class.  The Rate Impact Cap applies to 

the total revenues from the utilities’ retail customer group.  220 ILCS 5/8-104(d).  Further, the 

Commission has required no other utility in the current round of energy efficiency dockets or in 

the previous round of energy efficiency plans (filed generally in 2010) to divide spending of 

energy efficiency programs by customer class or rate class.  As discussed earlier, the 

Commission should reject this approach.  If such as rate screen of 2% by customer class was 

applied to the Rate Impact Cap, the Utilities could be constrained from moving spending 

between customer classes or rate classes if better spending opportunities where identified during 

the course of the Plan Period 2 and the overall modified energy savings goals would likely be 

adjusted downwards further from the statutory levels. 

Second, if the Commission ordered the Utilities to adopt an air sealing measure for 

residential and multi-family customers as part of the Utilities compliance filing, the Utilities 

would likely allocate additional funding to this air sealing activity and the estimated participation 

levels in its compliance plan for a revised Plan 2 would reflect an increase.   

Third, while the Plan 2 program for multi-family dwellings is not identical to the scope of 

the Energy Savers Program, it is similar and is comprehensive.  Marks Reb., NS-PGL Ex 3.0: 

12:244-250.  Notably as to the current and future design of the Plan 2 Multifamily Program, 

CNT shall be one of the Utilities’ vendors, reporting directly to the Utilities’ primary vendor, 

Franklin Energy.  Marks Sur., NS-PGL Ex. 5.0, 13:267-271.  The Utilities anticipate adopting 

many of the best practices used by CNT with its multi-family energy efficiency experience 
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during Plan Period 2 to further enhance the Utilities already successful Multi-Family Program.  

Marks Reb., NS-PGL Ex 3.0, 12:257-266-13:267-268).  However, certain particulars of the 

Energy Savers Programs are likely too expensive given the budget limitations under the Rate 

Impact Cap, such as the Energy Savers Program dedicated staffing to oversee and coordinate 

building retrofit programs.  Id., 13:272-278.  

Last, addressing the critiques to the Potential Study and the Multi-Family Program for 

Phase 2 by CUB/City, the Utilities note that its experiences with implementing the Multi-Family 

Program, jointly with ComEd, has been exceedingly successful in both cost-effectiveness and 

scope.  Marks Reb., NS-PGL Ex 3.0, 13:279-285.  More than 1,850 multi-family buildings and 

60,000 apartments/living units have participated in the Utilities’ service territories during Phase I 

and the Utilities fully expect to continue and enhance this success in Plan 2.  Id.  The Utilities’ 

direct experience with cost-effectively implementing Multi-Family Programs in their service 

territories provides a better indicator of what may be cost-effectively and reasonably 

accomplished in this sector than the assumption that is better to imply increase budgets by an 

arbitrary level.  Further, the Potential Study used the Utilities’ primary data in their evaluation of 

what is achievable in the Utilities’ service territories, rather than assumptions as to studies drawn 

from experiences outside of the Utilities’ Plan 1 program.  Id., 11:242-243, 12:244-247.  Both 

the Utilities’ direct experience and success in Plan 1 combined with the detail of analysis in their 

Potential Study provide a more reasonable estimation of the cost-effective scope and success of 

its Multi-Family Program. 

Therefore, for all the foregoing reasons, the Commission should reject the CUB/City 

proposal regarding the Multi-family program.   
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e. Commercial and Industrial Programs 

 Direct Installation Program  i.

The Utilities current Plan 2 proposal includes direct installation of programmable 

thermostats for larger buildings.  As identified by the AG, direct installation of programmable 

thermostats would be valuable for smaller customers through its Small Business Efficiency 

Programs, where it currently only offered as part of a rebate.  Mosenthal Dir., AG Ex 1.0, 

14:275-288.  The Utilities agree that if directed in their compliance filing, that setback 

thermostats should be offered as a direct installation measure in the Small Business Efficiency 

Program.  Marks Reb., NS-PGL Ex. 3.0, 18:380-381. 

 New construction and the Business Program - ii.
Existing Facilities and Small Business Efficiency 
Program 

The proposed Plan 2 Business Program – Existing Facility and Small Business Efficiency 

Program measures focus on installation of measures to existing facilities.  NS-PGL Ex. 1.2R at 

52-66.  The AG claims that these should include plans to not only target existing facilities, but 

also through coordination with ComEd to offer the measures under those programs to new 

business customers, as appropriate.  Mosenthal Dir., AG Ex. 1.0, 12:232-236.  The Utilities do 

not disagree that the most efficient time to offer energy efficiency programs is at the time of new 

construction. Marks Reb., NS-PGL 3.0, 15:328-332.  The Utilities agree that its Business and 

Small Business Program offerings, in coordination with ComEd when possible, should be 

offered to new business customers, as long those offerings occur early in the customer’s planning 

of its new construction.  Id.  Otherwise, the Utilities’ efforts for applying these programs to new 

customers could result in a low NTG ratio, effectively “wasting” the spending and effort by the 

Utilities. 
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f. On-Bill Finance Program  

The AG expresses some confusion as to the scope of the Utilities’ On-Bill Finance 

(“OBF”) Program.  Mosenthal, Dir., AG Ex. 1.0, 15:301-313.  As responded to in rebuttal, the 

Utilities, in each of their service territory, allow up to $2.5 million in OBF loans at any time.  

Marks Reb., NS-PGL 3.0, 28:628-631, 29:632-633.  The budgets indicated in the Plan 2 

document, Tables 2A and 2B, reflect administrative costs and not the entire budget available for 

loans to residential, multi-family buildings and related small business customers.  Id.  The budget 

for loans is the $2.5 million.  Id.  The OBF Program is consistent with the applicable statutory 

requirements of Section 19-140 of the Act. 

g. Non-cost effective measures 

The Utilities acknowledge that certain of their measure indicate a TRC less than 1.0.  

Marks Reb., NS-PGL Ex 3.0, 18:401-404.  Staff and the AG argue that such measures should 

only be implemented if there is a compelling reason to include such a measure in Plan 2 

including: (1) creating opportunities for customers to adopt other cost-effective measure 

installations, (2) encouragement of trade ally practices, behavior and to maintain relationships, 

(3) preservation of program momentum, (4) equitable reasons, (5) anticipation of the measure 

becoming cost effective and/or (6) will spur market transformation and encourage great volumes 

of sales.  Hinman Dir., Staff Ex. 1.0, 7:139-141; Mosenthal Dir., AG Ex 1.0, 16:322-346 - 

17:338-347; Mosenthal Reb., AG Ex. 2.0, 29:6-12.  The Utilities agree.  As part of their 

Compliance Filing, the Utilities will identify measures that may not be cost-effective, yet have a 

compelling reason to continue in Plan 2.  Marks Reb., NS-PGL Ex. 3.0, 19:404-409. 

However, one potential point of confusion relates to industrial boiler tune-up measures 

where the AG claims that there is substantial participation.  Mosenthal Dir., AG Ex. 1.0, 17:351-

356.  The Utilities recognize the industrial boiler tune-up measure has a relatively low TRC, but 
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the Utilities believe there is a compelling reason for implementing the measure.  The Utilities 

note that the industrial boiler tune-up measure has a low participation rate, not of 5,000 and 

10,000 customers as indicated by the AG (those numbers represent BTUs of estimated of 

savings) (Id., 17:338-347) for North Shore and Peoples Gas respectively, but of a participation 

rate of 1 and 10 for North Shore and Peoples Gas respectively.  Marks Reb., NS-PGL Ex. 3.0, 

18:392-395.  The Utilities are not relying on the industrial boiler tune-up measure heavily and it 

is being used primarily in introduce and induce industrial customers into the Utilities’ other 

energy efficiency programming offerings. 

 Key Assumptions 3.

a. Portfolio Flexibility 

Consistent with their First Triennial Plan that the Commission approved in ICC Docket 

No. 10-0564, the Utilities are requesting flexibility to respond prudently to changes in programs 

or markets.  NS-PGL Ex. 1.2R, Section 3.4; Marks, Tr. 2/18/14, 17:7-21, 18:23-19:2; Hinman, 

2/18/14, Tr. 48:25:49:11; ICC Docket No. 10-0564, Order dated 5/24/11 at 91-92.  However, 

while agreeing that program flexibility should continue, Staff and AG7 each propose limitations.  

Hinman Dir., Staff Ex. 17:380-25:572; Mosenthal Dir., AG Ex. 1.0, 23:472-25:518; Devens 

Reb., CUB/City 3.0, 16:333-338.  The Utilities recommend that their plan be approved as 

proposed regarding flexibility because there is no evidence that they misused the program 

flexibility during the First Triennial Plan.  Marks Reb., NS-PGL Ex. 3.0, 19:412-418.  However, 

if the Commission decides additional limits are appropriate, the Utilities recommend that Staff’s 

recommendation be approved.   

AG and CUB/City complain that the program flexibility that the Utilities propose would 

provide the Utilities “unlimited ability to shift funds” or “unfettered flexibility” to invest in the 

                                                 
7 CUB/City supports the AG proposal regarding flexibility.  Devens Reb., CUB/City Ex. 3.0, 16:333-338.   
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cheapest programs.  Mosenthal Dir., AG Ex. 1.0, 23:472-25:518; Devans Reb., CUB/City 3.0, 

16:338-340.  The AG and CUB/City arguments are without merit.  There is no evidence that 

during the First Triennial Plan that the Utilities misused the program flexibility granted by the 

Commission in ICC Docket No. 10-0564.  Marks Reb., NS-PGL Ex. 3.0, 19:412-418.  

Furthermore, the flexibility is not “unfettered” as the Commission had and still has oversight 

should a major modification be required.  Marks Reb., NS-PGL Ex. 3.0, 19:412-418; Hinman, 

2/18/14, Tr. 48:25:49:11.  Thus, the Utilities’ proposal regarding program flexibility should be 

approved. 

However, if the Commission determines that additional reporting is required, Staff 

witness Ms. Hinman’s recommendations should be approved.  Hinman Dir., Staff Ex. 1.0, 

18:392-19:428.  Those recommendations include: 

i. The Companies are granted the flexibility to adjust their Plan in order to 
increase net benefits for ratepayers. 

ii. The Companies are directed to stay apprised of and respond prudently and 
reasonably to information concerning measure and program level cost 
effectiveness while implementing their Plan to help ensure the Plan 
produces and maximizes the net benefits to Illinois ratepayers envisioned 
by Section 8-104 of the Act and remains in compliance with all other 
statutory objectives. 

iii. The Companies are directed to include a discussion of how they utilized 
the flexibility they were granted in their quarterly reports filed with the 
Commission in this docket. The quarterly reports shall summarize 
program activities, implementation modifications, additions or 
discontinuations of specific measures or programs, spending and savings 
amounts compared to the Plan filing, how the Companies respond to past 
Evaluators’ recommendations and changes in the TRM, NTG ratios, 
market research findings, and other in the relevant information the   
Companies rely upon in making their decisions. To the extent such 
changes significantly impact the portfolio and expected cost-effectiveness 
in the view of the Companies, the Companies shall also report revised 
projected program-level and portfolio-level TRC test cost-effectiveness 
results for the program year. 

iv. The Companies are required to provide cost-effectiveness screening 
results in their quarterly reports filed with the Commission in this docket 
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for new energy efficiency measures the Companies add to their Plan 
during implementation. 

v. The Companies are required to limit the participation of cost-ineffective 
measures to no more than the levels proposed in their Plan, with the 
following conditions: 

a. If a measure is cost-effective in the vast majority of building types to 
which it is directed and marketed to, the Companies need not attempt to 
limit participation of the energy efficiency measure within a program year. 

b. If the cost-ineffective measures are a necessary component for 
implementing cost-effective measures (e.g., comprehensive whole home 
dual fuel programs), the Companies need not attempt to limit participation 
of the energy efficiency measure within a program year. 

c. The Companies shall provide cost-effectiveness screening results in 
their quarterly reports filed with the Commission in this docket for 
measures  previously projected to be cost-ineffective that become cost-
effective over the course of the Plan such that it is clear that limitations on 
participation of these measures is no longer necessary.   

Id.   

Ms. Hinman’s proposal would not allow “unlimited” or “unfettered” flexibility for 

program changes.  The Utilities commit to continuing, and expanding as Staff recommends, their 

quarterly reporting of program results in its energy efficiency plan docket.  Marks Sur., NS-PGL 

Ex. 5.0, 2:37-3:57.  Those quarterly reports are submitted on the Commission’s e-docket system 

and are thus, publicly available for review by any interested persons.  Furthermore, in its Order 

approving ComEd’s Second Triennial Plan, the Commission has already rejected the arguments 

set forth by the AG and CUB/City and approved Staff’s recommendations regarding program 

flexibility.  See ICC Docket No. 13-0495, Order dated 1/28/14 at 56.  Particularly, the 

Commission noted that “… if ComEd is indeed abusing its discretion there is nothing to Stop 

Staff or an Intervenor from bringing this to the Commission’s attention.”  Id.  The Utilities agree 

with the Commission as any abuse of discretion in managing the portfolio can be brought to the 

Commission.  Therefore, if the Commission determines additional reporting requirements are 

needed, the Staff recommendations should be approved.    
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b. Adjustable Savings Goal 

In its the Second Triennial Plan, the Utilities are proposing to adjust savings goals based 

upon NTG ratios and realization rates that are subject to change on a prospective basis due to 

ongoing evaluation of the programs, updating the Illinois TRM, or in accordance with the Illinois 

NTG Framework.  Marks Dir., NS-PGL Ex. 1.0R, 24:536-545; NS-PGL Ex. 1.2R at 27-28.  

Without such an adjustable savings goal, outcomes could be unfair as exact participation rates 

could be achieved and yet goals may not be met.  Marks Dir., NS-PGL Ex. 1.0R, 24:542-545.  

Staff agrees with the Utilities’ proposal subject to the approval of a number of provisions, 

including Staff’s recommendations regarding program flexibility (see Section III.A.3.a. of this 

Initial Brief).  Hinman Dir., Staff Ex. 1.0, 25:574-29:682.  However, the AG argues that the 

Utilities’ proposal should be rejected because it would remove any incentive to strive for higher 

NTG values and to make appropriate changes as NTG values decrease.  Mosenthal Dir., AG 

Ex.  1.0, 35:745-748.  CUB/City claim that approval of such a proposal would mean that the 

Utilities need not make efforts to increase savings or respond to market changes, thereby, 

effectively eliminating risk management.  Devens Dir., CUB Ex. 1.0, 24:502-509.  ELPC argues 

that the proposal is not reasonable because the Utilities and their implementation contractors 

already have managerial flexibility to respond to such changes.  Crandall Dir., ELPC Ex. 1.0, 

12:268-273.  The AG, CUB/City and ELPC arguments should be rejected because they are not 

supported by the record or the law.    

The AG argues that the adjustable savings goal proposal would remove any incentive for 

the Utilities to increase NTG values and to properly manage their portfolio.  This argument is 

unsupported by the record and without merit.  It is important to note the NTG and TRM values 

upon which adjustments would be made are not set by the Utilities but instead are provided 

either by independent evaluators and agreed to by SAG and the Technical Advisory Committee 
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(“TAC”) or derived from a Commission-approved process.  Marks Dir., NS-PGL Ex. 3.0, 

23:516-24:520.  Further, there are several sources of oversight to address the AG’s concern, 

including SAG, the independent evaluator, and even the Utilities’ implementation contractor8.  

Id., 20:440-448.  Thus, there are a number of sources in place that would prevent such behavior.  

Id., 20:448-21:450.  Moreover, there is no evidence that the Utilities have engaged in such 

behavior.  Id., 21:450-452.   

CUB/City argue that the adjustable savings goal effectively negates the Utilities’ risk 

management and is contrary to the purpose of the Energy Efficiency Portfolio Standards, namely 

to annually increase the amount of energy efficiency achieved by managing programs.  Devens 

Dir., CUB Ex. 1.0, 24:502-509.  This argument is factually incorrect and must be rejected.  The 

Utilities cannot change goals any time there is a change in the NTG or TRM.  Marks Dir., NS-

PGL Ex. 3.0, 22:486-494.  The Utilities’ proposal would allow adjustments at the beginning of 

each program year; thus, the maximum number of adjustments that could occur during the Plan 2 

is three.  Id.  Further, under the Utilities’ proposal, the goals would be adjustable up or down 

depending on the changes in NTG.  Id., 22:494-23:498.  Finally, there is no evidence that the 

Utilities are not committed to energy efficiency programs or abuse their discretion in 

administering programs.  Id., 23:501-507.  In fact, the evidence demonstrates that the Utilities 

have and will continue to responsibly manage the portfolio and the adjustable savings goal does 

not change this commitment.  Id.  

AG and CUB/City both argue that if the adjustable savings goal were approved, the 

Utilities would have no incentive to use ratepayer revenues collected under Rider EOA 

efficiently and effectively.  Mosenthal Dir., AG Ex. 2.0, 14:14-18; Devens Reb., CUB/City Ex. 

                                                 
8 The Utilities have a performance based contract with its contractor, who is highly motivated to achieve the highest 
NTG values possible.  Marks Dir., NS-PGL Ex. 1.0, 25:547-549.   
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3.0, 24:555-558, 25:559.  This argument must be rejected as it has no basis in law or fact.  

Section 8-104(f)(7) of the Act only allows prudently and reasonably incurred costs to be 

recovered through the tariff.  220 ILCS 5/8-104(f)(7).  The Utilities are incentivized to adjust 

spending prudently if there was a measure or program that was clearly routinely 

underperforming.  Marks Sur., NS-PGL Ex. 5.0, 4:73-78.  Furthermore, Section 8-104(c) of the 

Act requires the Utilities to “implement cost-effective energy efficiency measures” to meet the 

stated gas savings requirements.  220 ILCS 5/8-104(c).  Again the Act incentivizes the Utilities 

to reallocate their spending to cost-effective programs.  The Utilities have also incentivized their 

primary energy efficiency vendor, Franklin Energy under a performance contract for the 

achievement of both therm savings goals and for customer service performance.  Marks Dir., 

NS-PGL Ex. 1.0, 25:547-549.  The Utilities’ contractual arrangements with its energy efficiency 

vendor driving successful program performance, further demonstrates the Utilities’ commitment 

to cost-effective, achievement of therm savings.  Finally, whether increased or decreased, the 

Utilities must still meet the TRM/NTG-adjusted goal.  In order to meet the adjusted goal and 

avoid any penalty, the Utilities would need to reallocate their energy efficiency resources to meet 

or exceed such a goal.  Marks Sur., NS-PGL Ex. 5.0, 4:82-86.  Staff’s recommended conditions 

provide additional reporting of the Utilities’ activities.    

The ELPC argument that the adjustable saving goal is not necessary because the Utilities 

and their implementation contractors already have managerial flexibility over the portfolio is also 

misplaced.  ELPC does not explain how the Utilities can make up for lost savings without 

spending more money.  Marks Reb., NS-PGL Ex. 3.0, 21:464-22:473.  For example, if one of the 

most cost-effective measures in the Utilities’ residential portfolio experiences a 5% reduction, 

ELPC does not explain how the Utilities’ managerial flexibility allow them to make up the lost 
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savings.  The situation is further exacerbated in the last year of the plan when there are no 

carryover savings and no opportunity to make up for lost savings.   

Staff supports the Utilities’ proposal provided that certain conditions are approved by the 

Commission.  Hinman Dir., Staff Ex. 1.0, 25:574-29:682.  Staff correctly observes that  

The Companies’ estimates of achievable energy savings goals are based to a large 
degree on the inputs specified in the Commission-approved IL-TRM. It is 
reasonable to allow updates to those energy savings goals based on Commission-
approved changes to the IL-TRM. It would be unfair to punish the Companies for 
using the Commission approved IL-TRM in the Plan filings by adjusting IL-TRM 
values during the course of the Plan, with no possibility of adjusting savings 
goals. 

Hinman Dir., Staff Ex. 1.0, 27:608-614.  While they do not think Staff’s conditions are 

necessary, the Utilities accept them because for the most part the Utilities are already complying 

with them and the remaining conditions are not overly burdensome.  Marks Reb., NS-PGL 

Ex. 3.0, 23:510-514.  Furthermore, the Utilities’ proposal with Staff’s recommended conditions 

is consistent with the approach approved by the Commission in ICC Docket No. 13-0498, the 

Ameren Illinois Energy Efficiency proceeding.  See ICC Docket No. 13-0498, Order dated 

1/28/14 at 152-153.   

Therefore, for the foregoing reasons, the Commission should approve the Utilities 

adjustable savings goal subject to the recommendations made by Staff.   

c. Net-to-Gross Framework 

The Utilities propose that a NTG Framework consistent with the NTG Framework 

approved by the Commission in ComEd’s Energy Efficiency Proceeding, ICC Docket 13-0495, 

be approved for the Utilities.  Marks Reb., 25:555-26:577.  In particular, the Utilities propose the 

following NTG Framework:  

(1) If consensus on a NTG value is reached by the parties at SAG, then that 
NTG value should apply. 



 

31 
 

(2) If no consensus is reached at the SAG, then the EM&V contractor values 
should be used. 

(3) NTG values shall be used prospectively. 

(4) A set calendar for process of NTG values: 

i. Existing programs – EM&V contractor will provide values by 
March 1 for existing programs with estimated NTG values, such 
value will apply for the next program year (beginning June 1). 

ii. New programs – planning NTG values provided by the EM&V 
contractor will apply for the next program year (beginning June 1). 

iii. Prior to March 1 of each year, the EM&V contractor will present 
proposed NTG values to the SAG for discussion. The EM&V 
contractor, after advice from the SAG is considered, will adjust 
values as applicable and those final determined values by the 
EM&V contract will be used for the upcoming program year 
(beginning June 1). 

Id.  With respect to the March 1 date above, the Utilities will not delay providing evaluation and 

measure (“EM&V”) studies and the independent evaluators should strive to provide their reports 

in a timely manner in order to allow SAG sufficient time to discuss.  Marks Sur., NS-PGL Ex. 

5.0, 5:105-109.  The Utilities also do not oppose having Illinois utilities evaluators consider the 

best practices and results of other studies in the formation of a particular independent evaluator’s 

results and making it applicable to the Utilities.  Id., 5:101-105.  Furthermore, if the Commission 

adopts the Utilities’ proposal, Staff recommends that the Commission adopt additional reporting 

standards.  Hinman Reb., Staff Ex. 3.0, 7:132-144, 8:145-164.  The Utilities generally agrees 

with Staff recommendations for additional reporting except for the retroactive application of 

NTG values for failure to file by April 1 of each year.  Marks Sur., NS-PGL Ex. 5.0, 6:113-119.  

The Utilities understand the need for timeliness; however, the NTG values would not always be 

retroactive.  Id.  Any failure to file could be cured by a prompt filing as soon as possible after the 

April 1 date.  Id.    
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Both Staff and the AG offer their alternate proposals, which attempt to provide a single 

statewide NTG framework.  Hinman Dir., Staff Ex. 1.0, 30:732-37:875, Staff Ex. 1.1; Mosenthal 

Dir., AG Ex. 1.0, 26:548-34:731, AG Ex. 1.2R; Marks Reb., NS-PGL Ex. 3.0, 25:548-552.  The 

Utilities believe that such a discussion would have been more fitting for SAG or in the context of 

a rulemaking to ensure uniformity, as appropriate.  Id.   

For all the foregoing reasons, the Commission should approve the Utilities’ proposed 

NTG framework as modified above, which is consistent with the framework already approved 

for ComEd’s Energy Efficiency Plan approved in ICC Docket No. 13-0495.    

d. Net-To-Gross Ratios 

 NTG Ratio Values for Program Year 4 i.

Staff recommends that the Commission direct the Utilities to work with the SAG to reach 

consensus on NTG ratio values to deem for program year 4 (“PY4”) and include such NTG ratio 

values for PY4 in the remodeling of the Utilities’ portfolio for its revised plan to be filing in its 

compliance filing in this proceeding.  Hinman Dir., Staff Ex. 1.0, 38:876-887.  The Utilities 

agree to work with SAG as to the attempts to reach consensus as to NTG values.  However, 

given that the compliance filing will be made after a Commission vote sometime in April or May 

of 2014, “deemed” NTG value for PY4 may not be available. 

 The Adjustment Factors That Comprise the NTG ii.
Ratio Should Include Free Riders and Spillover 

The Utilities have proposed adjustment factors for free riders and participant and non-

participant spillover as part of their NTG Ratio.  Marks Dir., NS-PGL Ex. 1.0, 22:465-481.  Free 

Riders are participants who are considered to be those ratepayers who would have taken the 

same energy efficiency action without the program.  Id.  Participant spillover occurs when 

participants take additional actions as a result of the program but do not receive any incentives 
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for these actions.  Id.  While taking a number of forms, non-participant spillover is where a 

customer takes an action but ultimately the energy savings generated do not get credited to the 

program.  Id.  The Utilities believe that the use of these factors would ensure the energy savings 

are measured properly.  See NS-PGL Ex. 1.2R at 14.  In fact, the Commission agrees.  In its final 

Order in ICC Docket 13-0495, ComEd’s Energy Efficiency proceeding, the Commission found 

that, “excluding spillover calculations is likely to unfairly reduce a program administrator’s 

calculated savings.”  ICC Docket No. 13-0495, Order dated 1/28/14 at 101.  However, the 

Commission ultimately decided not to order spillover to be included as it could be costly to 

determine.  Id.  Instead, the Commission directed evaluators to consider spillover “while be 

mindful of any excessive costs to measure spillover in relation to the predicted impacts of such 

measurements.”  Id.  Additionally, the Commission ordered a program-wide spillover survey be 

addressed by the SAG for further development.  Id.    

The Utilities urge the Commission to make the same findings here.  Staff, AG and ELPC 

did not support the Utilities proposal.9  Brightwell Dir., Staff Ex. 2.0, 3:58-6:107; Mosenthal 

Dir., AG Ex. 1.0, 39:839-40:866; Crandall Dir. CUB/City Ex.1.0 11:231-245.  However, the 

Commission’s decision regarding free ridership and spillover in its Order in ICC Docket No. 13-

0495 is reasonable and should be adopted here. 

e. Statewide Net-To-Gross Methodologies 

Staff recommends that the Commission adopt certain recommendations to establish 

statewide NTG methodologies.  Hinman Dir., Staff Ex. 1.0, 38:889-44:1028.  The Utilities 

disagree with Staff’s proposal.  The EM&V contractors, experts in their field, have determined 

what best practices are and should be applying them as part of their evaluations services for 

                                                 
9 Staff and the AG did offer alternatives.  Bagwell Dir., Staff Ex. 2.0, 4:68-79; Mosenthal Dir., AG Ex. 1.0, 40:860-
866 
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Illinois utilities.  Marks Reb., NS-PGL Ex. 3.0, 26:582-27:589.  Further, while the SAG serves 

an important advisory role to the EM&V contractors, the EM&V contractors should also 

consider the unique aspects of each individual utility’s service territory while remaining within 

budget.  Id.  Thus, uniformity in this instance is not optimal.  Nevertheless, the Utilities do not 

oppose having Illinois utilities evaluators consider the best practices and results of other studies 

in the formation of a particular independent evaluator’s results and making it applicable to the 

Utilities.  Id., 5:101-105.  The Commission should reject Staff’s particular recommendation as to 

uniform practices, recognizing that as professionals the EM&V contractors will seek to 

incorporate the best practices in the industry as applied to their particular evaluations.   

 Reporting 4.

a. Reporting in Compliance Filings and Future Filings 

Staff recommends that the Utilities include the IL-TRM measure codes in in future plan 

filings as it allows ease of review and greater transparency.  Hinman Dir., Staff Ex. 1.0, 15:323-

325.  Additionally, Staff recommends that if the Utilities’ request for an adjustable savings goal 

is approved, the Commission should order the Utilities to include the IL-TRM measure codes in 

a spreadsheet that would be used to adjust the savings goals and file it in this proceeding for 

transparency purposes.  Id., 15, 325-329.  The Utilities do not object to Staff’s recommendations 

and will provide the spreadsheet with IL-TRM measure codes in their compliance filing in this 

proceeding.  Marks Reb., NS-PGL Ex. 5:89-94.    

b. Savings Goal Compliance Proceeding 

Staff recommends that the Commission approve its recommendations for: (1) a three-year 

savings goal compliance proceeding per Section 8-104(f)(8) of the Act, where the three-year 

cost-effectiveness results by program should be reviewed and reported to the Commission; and 

(2) the Utilities to petition the Commission to initiate the three-year savings goal compliance 
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proceeding once evaluation reports are available.  Hinman Dir., Staff Ex. 1.0, 13:286-15:314.  

The Utilities do not object to Staff’s proposal and will petition the Commission to initiate a 

savings goal compliance proceeding as Staff recommends.  Marks Reb., NS-PGL Ex. 3.0, 

24:530-534.   

B. Section 8-104(f)(2) 

Section 8-104(f)(2) of the Act states that the utility shall: “Present proposals to 

implement new building and appliance standards that have been placed into effect.”  The Plan 

meets this requirement.  Marks Dir., NS-PGL Ex. 1.0R, 18:382-394.  The Utilities designed their 

programs using applicable building codes and appliance standards to determine eligibility of 

certain measures and services for the inclusion of the Utilities’ programs.  Id.  If changes occur 

in new building and appliance standards during the Plan Period, the Utilities will make program 

design changes to accommodate those new standards.  Id.  Neither Staff nor any intervener 

testimony contested this issue.  The Commission should find that the Utilities met the 

requirements of Section 8-104(f)(2). 

C. Section 8-104(f)(3) 

Section 8-104(f)(3) of the Act states that the utility shall: “Present estimates of the total 

amount paid for gas service expressed on a per therm basis associated with the proposed portfolio of 

measures designed to meet the requirements that are identified in subsection (c) of this Section, as 

modified by subsection (d) of this Section.”  The Plan 2 meets this requirement as modified.  The 

Utilities estimated savings over the Plan Period to cost $2.06 per therm for North Shore and $2.24 

per therm for Peoples Gas.  Marks Dir., NS-PGL Ex. 1.0R, 19:395-405.  The total cost for the Plan 

Period is $3.3 million for North Shore and $18.4 million for Peoples Gas.  Id.  These values include 

the cost for the independent EM&V contractor.  Id.  They do not include funding for on-bill 
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financing or DCEO‘s share of the budget.  Id.  Neither Staff nor any intervener testimony contested 

these calculations.  The Commission should find that the Utilities met the requirements of Section 8-

104(f)(3). 

D. Section 8-104(f)(4) 

Section 8-104(f)(4) of the Act states that the utility shall: “Coordinate with the 

Department to present a portfolio of energy efficiency measures proportionate to the share of 

total annual utility revenues in Illinois from households at or below 150% of the poverty level. 

Such programs shall be targeted to households with incomes at or below 80% of area median 

income.”  Marks Dir., NS-PGL Ex. 1.0R, 19:406-411.  The Utilities worked with DCEO to help 

identify the size of this market in terms of natural gas sales (therms) and revenue.  DCEO 

informed the Utilities, as well as all other gas and electric Illinois utilities, that it would take full 

responsibility for the low income goals as required in Section 8-104(f)(4).  Neither Staff nor any 

intervenor testimony contested that the Utilities did not meet their obligations.  The Commission 

should finds that the Utilities met their obligations under Section 8-104(f)(4).   

E. Section 8-104(f)(5)  

 Plan 2 Portfolio Energy Efficiency Level 1.

In compliance with the requirements of Section 8-104(f)(5) of the Act, the total Plan 2 

portfolio of measures for Peoples Gas has a TRC of 1.81.  Further, the total Plan 2 portfolio of 

measures for North Shore has a TRC of 2.16.  Marks Dir., NS-PGL Ex 1.0, 19:414-417.  The 

Plan 2 portfolio of energy efficiency programs (NS-PGL Ex. 1.2R) provides a diverse cross 

section of opportunities for all customers in the Utilities’ rate classes to participate in Plan 2’s 

programs. 
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 Update Plan 2 to reflect gas and electric costs and benefits 2.

The Utilities agree to include the electric and gas costs and benefits in its TRC 

calculations for the programs that are jointly implemented between the Utilities and ComEd.  

The Utilities shall provide these updates, as possible where electric cost and benefit information 

is available, for its Plan 2 compliance filing, if ordered by the Commission. 

F. Section 8-104(f)(6) 

Section 8-104(f)(6) of the Act states that the utility shall: “Demonstrate that a gas utility 

affiliated with an electric utility that is required to comply with Section 8-103 of this Act has 

integrated gas and electric efficiency measures into a single program that reduces program or 

participant costs and appropriately allocates costs to gas and electric ratepayers.  The Department 

shall integrate all gas and electric programs it delivers in any such utilities’ service territories, 

unless the Department can show that integration is not feasible or appropriate.”     

This section is not applicable to the Utilities as they are not affiliated with ComEd.   

However, the Utilities shall continue to coordinate with ComEd for the delivery of measures and 

programs within Plan 2, where such coordination is available and cost-effective  

G. Section 8-104(f)(7) 

Section 8-104(f)(7) states that the utility shall: “Include a proposed cost recovery tariff 

mechanism to fund the proposed energy efficiency measures and to ensure the recovery of the 

prudently and reasonably incurred costs of Commission-approved programs.”  The Plan meets 

this requirement.  Marks Dir., NS-PGL Ex. 1.0R, 20:426-430.  The Utilities’ tariff is Rider EOA 

– Energy Efficiency and On-Bill Financing Adjustment, which was approved by the Commission 

in ICC Docket No. 10-0564.  Korenchan Dir., NS-PGL Ex. 2.0R, 5:96-98.  No changes were 

proposed to Rider EOA in this proceeding.  Id.    
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H. Section 8-104(f)(8)  

 Quarterly reporting, annual review and independent evaluation of results 1.

In compliance with Section 8-104(f)(8) of the Act, the Utilities will continue to provide 

quarterly reports of its implementation of its program portfolio, and will have an annual, 

independent evaluation of its programs by its evaluation and measurement (“EM&V”) 

contractor.  The Utilities shall have a full evaluation of the Plan 2 performance at the conclusion 

of the Plan.  Further, resources dedicated to the EM&V services shall not exceed 3% of the total 

Rate Impact Cap. 

 Independent Evaluation Contract 2.

The Utilities agree with the Staff recommendations as to the contract between the 

independent EM&V contractor and the Utilities: 

 The Companies shall file the independent evaluation contract and scope of work 
in this docket within fourteen days of execution. 

 The Companies shall continue to include language in the independent 159 
evaluation contracts such that the Commission can: (1) terminate the contract if 
the Commission determines the Evaluators were not acting independently; and (2) 
prevent the Companies from terminating the contracts without Commission 
approval. 

 (3) The independent Evaluator is responsible for performing the three-year ex 
post cost-effectiveness analysis per Section 8-104(f)(8) of the Act. 

See Hinman Dir., Staff Ex. 1.0, 8:154-164. 

IV. Section 8-104(g) – Definition of “Demonstration of Breakthrough Equipment 

Devices” 

The Commission should reject Staff’s contention that a specific definition of 

breakthrough equipment and devises should be developed.  Hinman Dir., Staff Ex. 1.0, 13:268-

284.  Staff seeks to define breakthrough equipment and devises as:  
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measures or programs in an early stage of development that are subject to 
substantial uncertainty about their cost effectiveness during the planning period  

Id.  The creation of such a definition should be determined through the SAG.  Marks Reb., NS-

PGL Ex 3.0, 4:80-82.  Further, the Utilities note that in ComEd’s most recently approved energy 

efficiency order (ICC Docket No. 13-0495, Order dated 1/28/14 at 137), the Commission 

determined that such a definition is more appropriately determined through the SAG.  Thus, the 

Commission should reject Staff’s recommendation.   

VI. Other 

A. Future Potential Studies  

CUB/City argues that any potential study that will be relied on by the Utilities in the 

formation of any future energy efficiency portfolio or otherwise be submitted to SAG for review 

and approval.  CUB/City Ex 3.0, 14:278-285.  The Utilities agree that such studies should be 

presented to the SAG as the SAG’s members do provide valuable feedback as to improvements 

and additional explanations of unclear material.  However, SAG would not “approve” the study. 

VII. CONCLUSION 

Therefore, North Shore Gas Company and The Peoples Gas Light and Coke Company, 

for all reasons set forth above, appearing of record, or reflected in their draft proposed 

Administrative Law Judge’s Proposed Order to be filed by March 6, 2014, respectfully request 

that the Commission approve the Utilities’ Second Triennial Plan as described above and make 

conclusions on all uncontested and contested issues consistent with the Utilities’ positions taken 

in testimony and/or stated herein regarding the evidence in the record and the applicable law. 
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