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I. Introduction  

 This case involves North Shore Gas Company’s and Peoples Gas Light and Coke 

Company’s (“NS-PGL” or “Companies”) “Second Triennial Energy Efficiency Plan” (“Plan 2”), 

which the Companies filed pursuant to 220 ILCS 5/8-104(f) of the Public Utilities Act (“PUA”). 

See NS-PGL Ex. 1.2. While the Environmental Law & Policy Center (“ELPC”) appreciates the 

effort by the Companies to achieve energy efficiency for their customers under a significant cost 

cap, the Companies could do more to achieve even greater savings. Even though the Companies 

expect to achieve only 58% and 67% of the statutory targets for PGL and NS, respectively, Plan 

2 fails to take advantage of several opportunities for increased efficiency savings. ELPC Ex. 1.0 

at 4. The Companies also propose measurement and verification methods that will result in 

insufficient savings calculations and make it too easy for the Companies to meet lowered goals 

rather than adjust Plan 2 to meet the needs of a changing market. Viewed in its totality, Plan 2 

demonstrates that the Companies have not done everything they can to come as close as possible 

to meeting the statutory targets.  

 As detailed below, ELPC urges the Commission to: 

1. Require the Companies to adjust their savings goals in response to the Plan 2 changes 

recommended by ELPC Witness Crandall and other intervenors as detailed below. 

 

2. Reject the Companies’ proposal to adjust savings based on changes to the Technical 

Resource Manual (“TRM”).  

 

3. Require the Companies to conduct a waste analysis within six months and include 

consideration of the assessment in its programs for year two of Plan 2. 

 

4. Require the Companies to work with its implementation contractors to link its Home 

Energy Report programs with prescriptive rebates and other energy efficiency 

programs.  

 

5. Require the Companies to evaluate how to expand air sealing measures cost-

effectively for single family and multifamily homes and order the Companies to 

include air sealing measures in Plan 2.  
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6. Require the Companies to adopt the NTG framework that the Stakeholder Advisory 

Group (“SAG”) developed. 

 

7. Require that NTG assessments include free ridership even when spillover calculations 

are not possible or are too costly. 

 

8. Require Staff and the SAG to study the Companies’ financing and funding 

alternatives, and to report the results and potential changes for Plan 2 within six 

months. 

 

II.  Statutory Background  

 Section 8-104 of the Illinois Public Utilities Act requires natural gas utilities to 

implement cost effective energy efficiency measures to meet annual incremental energy 

efficiency savings goals that ramp up over time, subject to a statutory cost cap. 220 ILCS 5/8-

104. Pursuant to the statute, “each utility shall file, no later than October 1, an energy efficiency 

plan with the Commission, as modified by the subsection (d) rate impact caps where appropriate. 

220 ILCS 5/8-104(f). “If the Commission disapproves a plan, the Commission shall, within 30 

days, describe in detail the reasons for the disapproval and describe a path by which the utility 

may file a revised draft of the plan to address the Commission's concerns satisfactorily.” 220 

ILCS 5/8-104(f). 

 The Commission approved the Companies’ first energy efficiency plan, Plan 1, on May 

24, 2011. Order No. 10-0564. For Plan 2, the statute requires the Companies to achieve more 

savings than in Plan 1. Specifically, Section 8-104(c) requires annual natural gas energy savings 

of an additional 0.8% by May 31, 2015, an additional 1% by May 31, 2016, and an additional 1.2% 

by May 31, 2017. In sum, Section 8-104(c) requires total natural gas savings of 2% by May 31, 

2015, 3% by May 31, 2016, and 4.2% by May 31, 2017. The law specifically states that each 

utility shall “demonstrate that its proposed energy efficiency measures will achieve [the savings 

goals as modified due to budget constraints].” 220 ILCS 5/8-104(f)(1). The Companies, therefore, 
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have the burden of proof to show that the plan meets the statutory standards or demonstrate why 

the plan cannot do so. 

III. Discussion 

A. Adequacy of Savings Goals 

1. The Commission Should Reject the Companies Reduced Savings Goals 

 

Illinois law requires the Companies to reach certain therms savings goals each year 

through its natural gas energy efficiency portfolio. 220 ILCS 5/8-104(c). The Companies expect 

to fall well short of these statutory savings goals for Plan 2. According to the Companies own 

calculations (NS-PGL Ex. 1.0 at 5), People’s Gas and North Shore Gas will achieve only 58% 

and 67% of the statutory savings goals, respectively, for Plan 2. ELPC Ex. 1.0 at 4. 

As Mr. Crandall testified, “the Companies have failed to adequately consider additional 

savings potential.” ELPC Exhibit 1.0 at page 4. Testimony by Mr. Crandall, as well as witnesses 

for the People of the State of Illinois (“AG”), the Natural Resources Defense Council (“NRDC”), 

and the Illinois Citizens Utility Board (“CUB”), support the position that the Companies could 

do more to get closer to meeting their statutory goals. As explained in more detail below, there 

are a variety of programs and financing mechanisms that the Companies have either not 

considered or chosen not to implement that could help it achieve greater savings. Additionally, 

there are potential savings in the form of behavioral waste that the Companies are only beginning 

to realize. 

The Commission should require the Companies to reevaluate and adjust their proposed 

savings goals to take advantage of additional savings that they could achieve by implementing 

Mr. Crandall’s and other witnesses’ recommendations. While these goals should be achievable, 

they should also challenge the Companies to be innovative in their approach to meeting the goals.  



 

4 

 

2. The Commission Should Reject the Companies’ Proposal to Automatically 

Adjust Savings Goals in Response to Changes in the TRM. 

 

 In addition to failing to come close to meeting the statutory goals, the Companies request 

that the Commission allow them to further adjust their reduced goals based on changes to the 

TRM. NS-PGL Ex. 1.0 at 25. The TRM influences savings assumptions and calculations. NS-

PGL Ex. 1.0 at 24. Specifically, the TRM is a document that is “updated almost constantly [and] 

serves as a common reference document for all stakeholders, program administrators, and the 

Commission to provide transparency to all parties regarding savings assumptions and 

calculations…” CUB/City Ex. 1.0 at 22. Companies Witness Marks argues that without an 

adjustable savings goal to reflect TRM changes, “the Utilities could achieve the exact 

participation rates that are contained in their approved plan and still fail to achieve the goal.” NS-

PGL Ex. 1.0 at 25. Mr. Marks further suggests, “it is impossible to administer a performance-

based contract if the goal criteria upon which the contract is being measured changes.” Id. The 

Companies, therefore, conclude that there must be an adjustable savings goal to account for 

TRM changes. However, an adjustable savings goal is unreasonable and should be rejected by 

the Commission. 

 As Mr. Crandall notes, “allowing adjustable savings targets would insulate the 

Companies and program implementers from risk of TRM improvements related to updating 

measure savings values.” ELPC Ex. 1.0 at 12. According to AG Witness Mosenthal, the 

Companies seek to “establish a system that virtually guarantees [they] won’t fail to achieve the 

statutory savings goals (as modified by the statutory cost cap), even if [they] choose[] to pursue 

inappropriate measures and resources.” AG Ex. 1.0 at 37-38. Under the Companies’ adjustable 

savings proposal, if the TRM determines that a given measure saves less than the Companies 

initially projected, the Companies would be insulated from risk. Such a result is unacceptable 
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and, moreover, contradicts the legislative intent of Section 5/8-104 of the PUA. Section 5/8-104 

clearly set savings targets and established penalties for failing to meet those targets. The PUA 

requires the utilities to make efforts to annually increase the amount of energy efficiency 

achieved by their programs. These efforts and goal-oriented programs naturally involve risks and 

require risk management. The Commission should not allow the Companies to avoid all risk.   

If the Commission allows the Companies to adjust their goals whenever the TRM 

changes, they will have no incentive to make appropriate mid-course and annual adjustments that 

would ensure prudent programs. In other words, the TRM forces the Companies to make positive 

changes to their programs, but any incentive to make such changes would disappear if the goals 

changed with the TRM. Instead of responding to TRM changes in a way that increases energy 

efficiency and ratepayer benefits, the Companies simply could, as CUB/City Witness Rebecca 

Devens notes, “lower the goals, sit back, and continue to implement poorly performing 

ratepayer-funded programs.” CUB/City Ex. 3.0 at 25. Mr. Mosenthal explains, “It is important 

that utilities be held to an overall goal and are incented to make appropriate annual adjustments 

to ensure prudent programs.” AG Ex. 1.0 at 36. As Ms. Devens argues, the Companies should 

not have “an unfettered ability to lower savings goals.” CUB/City Ex. 1.0 at 24. The adjustable 

savings goal undermines the goal of energy efficiency. 

 Adjusting Plan 2 implementation rather than goals in response to TRM changes is 

possible because, as Mr. Crandall explains, “the Companies and . . . implementation contractors 

have the ability and managerial flexibility to increase the emphasis on other measures, programs 

and incentives (within the operating budget) to optimize the Plan savings overall and meet the 

overall portfolio targets.” ELPC Ex. 1.0 at 12. NS-PGL. Mr. Marks argues that the Companies 

lack managerial flexibility to compensate for reduction in savings credit from future TRM 
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changes. NS-PGL Ex. 3.0 at 21. This is simply not true. As Mr. Mosenthal explains, “Clearly, 

the Companies have the ability to manage and influence spending and outcomes of their large 

portfolio of programs and services, especially given that they are asking for virtually unlimited 

flexibility to modify this portfolio.” AG Ex. 3.0 at 15 (emphasis added). Ultimately, the 

Companies and their program implementation contractors have great managerial flexibility and 

should not be insulated from performance risks related to TRM changes. 

 For the above reasons, the Commission should reject the Companies’ proposed adjustable 

savings targets. 

B. Programs and Energy Efficiency Measures 

1. The Commission Should Require the Companies to Conduct a Waste Study and 

Incorporate  Study Results into its Programs 

 

 As explained above, the Companies request adjusted savings goals significantly below 

the statutory targets. Yet there are significant untapped savings from wasted energy that could 

help the Companies achieve significant extra savings at minimal additional cost. Specifically, Mr. 

Crandall explains, “the identification of behavioral waste, and the development of programs to 

address it would probably tap into a much larger energy efficiency resource than was 

contemplated assessing technology efficiencies in the bottoms-up planning and program design 

approaches used by the Companies.” ELPC Ex. 1.0 at 7.  He further contrasts behavioral waste 

with the technology waste: “behavioral waste would be that associated with setting the cooling 

temperature [of an air conditioner] at a low level or leaving it run when not needed or the 

building is vacant.” Id. at 5. Another example of behavioral waste is leaving a light on in a 

vacant room. ELPC Ex. 1.3 at 21. Technology waste, on the other hand, is the use of inefficient 

technology when more efficient options are available. As Mr. Crandall explains, an example of 

technology waste is “using an inefficient air condition rather [than] a more efficient air 
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conditioner.” Id. ComEd recently conducted a groundbreaking study showing that behavioral 

waste may be a source of significant untapped efficiency potential. ELPC Ex. 1.0 at 4.  

The energy efficiency potential and programs described by NS-PGL currently include 

technology waste but neglect to include behavioral waste. Id at 4. However, Mr. Crandall 

explains, “ComEd’s study shows that the inclusion of behavior waste in addition to technology 

waste can significantly increase the energy efficiency potential over that identified in the analysis 

of technology improvements alone…” Id at 5. For example, ComEd’s study found that “even 

after doing the technological cooling improvements an additional reduction equal to 91% of the 

technological cooling improvements would still be possible due to behavioral improvements.” 

ELPC Ex. 1.0 at 5.  

Mr. Marks notes in his rebuttal testimony that the Companies have “specifically 

developed a comprehensive residential behavioral change program targeted directly to customers 

with high use . . . . The program was approved in Plan 1 and implemented in PY3.” NS-PGL Ex. 

3.0 at 28. He further explains that the Companies have recently completed a “comprehensive and 

costly potential study which included behavior change programs.” Id. While ELPC commends 

the Companies on their attempts to tap into potential energy savings from behavior waste, ELPC 

recommends the Companies go further and conduct an analysis similar to the ComEd study to 

determine how to design and implement behavioral waste programs beyond the Home Energy 

Report program. ELPC Ex. 1.0 at 5.  

 Mr. Crandall explains, “Tapping the behavioral energy waste resource would help the 

Companies achieve their statutory targets.” ELPC Ex. 1.0 at 7. Specifically, he notes, “program 

effectiveness could be improved by including a strong behavioral component in addition to the 

technology component.” ELPC Ex. 1.0 at 6. ELPC, therefore, recommends that the Commission 
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require the Companies to conduct a waste analysis within six months, present the results to the 

SAG, and include consideration of that assessment in their programs for year two of Plan 2.   

2. The Commission Should Instruct the Companies to Establish a High Priority 

Objective to Connect Home Energy Report Customers to Prescriptive Rebates 

and Other Energy Efficiency Programs  

 

 The Companies’ Home Energy Reports (“HER”) program, a residential behavioral 

modification program, seeks to “encourage residential customers to save energy through 

behavioral modification.” ELPC Ex. 1.0 at 13. As Mr. Crandall explains, the purpose of the HER 

program is to “motivate residential customers to compete with their neighbors to reduce energy 

use and increase savings.” Id. Customers receive home energy report cards that compare their 

usage to other similar customers. Id. While the program is effective at saving energy in the short-

term, as Mr. Crandall explains, “one of the concerns with residential behavior programs is the 

persistence of savings.” Id.  The Companies, therefore, should look to ways to turn these short-

term savings into long-term savings by using the HER program to leverage more participation in 

incentive and rebate programs. 

 Mr. Crandall argues, “To increase persistence of savings, the energy saving behavior 

must be ingrained.” Id.  In his rebuttal testimony, Mr. Marks agrees with Mr. Crandall stating, 

“The Utilities agree with ELPC Witness Mr. Crandall that energy efficiency-promoting 

behaviors need to be ingrained requiring repeated messaging to customers and ties those Home 

Energy Reports to the Utilities’ longer-lived energy efficiency measures.” NS-PGL Ex. 5.0 at 10. 

Mr. Marks notes that the Companies intend to continue ingraining “energy efficiency-promoting 

behavior,” as it did in Year 3 of the previous Plan. Id. at 10-11. 

 To supplement behavior change, Mr. Crandall suggests that the Companies should use 

the HER program as a primer to incent “more efficient end use devices.” ELPC Ex. 1.0 at 13. As 
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he explains, “more efficiency end use devices use less energy to provide the same level of 

service and, therefore, energy savings [are] locked in when measures and thermal shell 

improvements are made.” Id. ELPC, therefore, recommends that the Companies prioritize 

connecting HER customers to prescriptive rebates and other energy efficiency programs to incent 

the installation of long lasting energy efficiency measures and hardware. All of these steps would 

help increase the consistency and persistency of savings in the Companies’ HER program.  

 For these reasons, the Commission should instruct the Companies to establish a high 

priority objective to connect HER customers to prescriptive rebates and other energy efficiency 

programs, resulting in long-lasting behavioral change and installation of long-lasting energy 

efficiency measures and hardware.  

3. The Commission Should Order the Companies to Evaluate How to Expand Air 

Sealing Measures Cost-Effectively for Single and Multifamily Homes and 

Implement the Measures or a Pilot into Plan 2  

 

 The Companies neglected to include air sealing measures in the Plan 2 energy efficiency 

retrofit programs for residential customers. CUB/City Witness Paul W. Francisco defines air 

sealing as, “the sealing of gaps between the conditioned space of a home and unconditioned 

space (such as outside, attics, garages, etc.)” CUB/City Ex. 2.0 at 3. The Companies should 

include air sealing in their Plan for several reasons. First, as Mr. Francisco explains, “Air 

sealing . . . is one of the most cost-effective energy efficiency measures that a residential 

homeowner or tenant could implement.” Id. at 3. Second, air sealing has become a standard 

measure adopted by most residential retrofit programs and is commonly offered by other utilities 

and energy efficiency providers. Third, air sealing does not present a risk of radon exposure for 

occupants. Finally, air sealing has been linked to improvements in resident health. For all of 
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these reasons, the Commission should order the Companies to evaluate how to implement air 

sealing measures into their Plan.  

 As Mr. Francisco states, “air sealing should be included in the PGL and NS portfolios 

due to its standing as one of the most cost-effective measures on its own and also an important 

step in realizing full savings from other insulation measures.” CUB/City Ex. 2.0 at 4. Neglecting 

air sealing diminishes or substantially reduces the savings from other insulation measures, such 

as residential attic insulation. CUB/City Ex. 2.0 at 6. Mr. Francisco further explains that “air 

leakage can be viewed as akin to unintentional windows. When a house is well insulated but the 

windows are left open then clearly the insulation is not sufficient to keep the house as warm as 

would be possible.” CUB/City Ex. 2.0 at 6. Including blower-door air sealing would increase 

overall Plan savings. In fact, according to Mr. Francisco, air sealing in Chicago homes would 

increase savings by about 60-70 therms per year, on average. Id.  

 Air sealing is a standard measure adopted by most residential retrofit programs and is 

commonly offered by other utilities and energy efficiency providers. The federal Low-Income 

Weatherization Assistance Program (“WAP”) prioritizes air sealing. CUB/City Ex. 2.0 at 6. 

Additionally, organizations such as Building Performance Institute (“BPI”) and Air Conditioning 

Contractors of America (“ACA”) “include blower door testing as a basic requirement and air 

sealing as a standard recommended measure based on the blower door test result.”  Id. The 

Companies’ decision not to include air sealing in their energy efficiency programs departs 

significantly from most other utility programs, including subsidiaries of the Companies’ parent 

company, Integrys. Id. at 10 

 The Companies cite risk of radon overexposure as their reason for excluding air sealing 

measures in Plan 2, and insist that radon testing is necessary prior to implementing air sealing 
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measures. However, despite the Companies’ fear of radon exposure due to air sealing, the 

Companies failed to provide scientific support showing a link between air sealing and radon 

levels. Mr. Francisco explains that no study has found a statistically significant correlation 

between air sealing and changes in radon levels. CUB/City Ex. 2.0 at 4. He also highlights 

several studies, all of which determined that air sealing does not increase radon amounts. Id. at 8-

9. In some cases, air sealing may have actually decreased radon levels. Id. Importantly, one study 

found that uncovered sump pumps and dirt floors were the best predictors of radon increases, not 

air sealing. Id. Furthermore, Integrys utilities in other service locations with greater risk of radon 

overexposure still offer air sealing. Id. at 10-11. The Companies operate in counties that have 

lower radon potential due to proximity to Lake Michigan. Id. at 11. Utilities in Minnesota, 

Michigan, and Wisconsin all offer air sealing and do so in a manner consistent with federal 

guidelines concerning radon. Id. Additionally, as Mr. Mosenthal notes, ComEd and Nicor will 

include air sealing services in their energy efficiency programs. AG Ex. 1.0 at 8. Mr. Marks’ 

concerns, about the risk of air sealing and radon exposure lack foundation. 

 Not only is air sealing safe with regard to radon exposure, but it is also linked to 

improvements in resident health. Studies show a link between a resident’s energy costs and her 

health, which means energy efficiency measures like air sealing play a major role in resident 

health. Mr. Francisco notes numerous studies that have shown that “lower-energy housing 

contributes to improved health in residents.” CUB/City Ex. 2.0 at 7. For instance, when energy 

costs are higher, residents likely have less money to spend on food. This explains why, as Mr. 

Francisco discusses, one study correlated a decrease in resident nutrition during cold spells to 

high heating costs. Id. The National Center for Healthy Housing (2013) likewise found that air 

sealing produces energy savings as well as “significant improvements in occupant general health, 



 

12 

 

asthma medication use, and sinusitis, though asthma symptoms were mixed.” Id. Therefore, 

reducing heating costs by implementing measures such as air sealing would contribute to 

improved health of residents.  

 For the above reasons, the Commission should order the Companies to evaluate how to 

expand air sealing measures cost-effectively for single and multifamily homes and order the 

Companies to include air sealing measures in Plan 2. Alternatively and per the AG’s 

recommendation, the Commission should order the Companies to implement a pilot air sealing 

program.  

C. Net-to-Gross Framework 

 The Companies propose significant changes to the Net-to-Gross framework that will 

harm the ability for the Commission to verify that the Companies are achieving meaningful 

savings through Plan 2. First, the Companies argue that evaluators should only include free 

ridership impacts in their NTG assessments if they also include spillover. NS-PGL Ex. 1.0 at 23-

24. Second, the Companies’ NTG proposal essentially eliminates SAG from the NTG process. 

For the reasons stated below, the Companies’ proposal is not workable and should be rejected. 

The Commission should adopt the new proposed modified NTG framework.  

1. The Commission Should Reject the Companies’ NTG Proposal to Require 

Spillover Assessment Before Considering Free Ridership Impacts 
 

Mr. Marks explains, “NTG ratios are adjustments that are made to the “gross” savings 

value.” NS-PGL Ex. 1.0 at 21. Specifically, “The NTG ratio is used to adjust the total estimated 

“gross” savings from all measures tracked through the program to estimate the true “net” effect 

that the program has produced.” AG Ex. 1.0 at 25. The NTG value, therefore, ensures that the 

Companies receive credit only for savings that their programs actually generate. This allows the 

Companies to properly allocate ratepayer money to programs that achieve real efficiency savings. 
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Mr. Crandall further explains that “the purpose of the net to gross analysis is to gauge the savings 

being produced by particular programs given the marketplace, federal standards, rebate levels, 

measures selected, and other factors.” ELPC Ex. 1.0 at 9. These factors include not only 

customers who participate in a program because of incentives, but also external influences 

including free riders and spillover participants to determine the overall success of the program.  

 “Free riders” refer to program participants who would have taken an energy saving action 

regardless of whether an incentive was offered. ELPC Ex. 1.0 at 8; CUB/City Ex. 1.0 at 23. 

Spillover, on the other hand, refers to customers who took an energy saving action because of the 

Companies’ programs but without participating in the program. Id. Spillover is important to 

understanding the success of a program, but assessing it can be costly. The Illinois NTG 

methodology, developed by the SAG in cooperation with trade allies and the utilities, does not 

require a spillover assessment prior to inclusion of free ridership impacts in a NTG analysis. 

ELPC Ex. 1.0 at 9. Furthermore, the Companies’ proposed revisions have not been addressed at 

either SAG or the Technical Advisory Committee. Ameren, ComEd, and DCEO recently 

proposed revisions similar to the Companies’ proposal in this matter. Docket 13-0495 at 101; 

Docket 13-0498 at 100; Docket 13-0499 at 19. The Commission, however, chose not to require a 

spillover assessment: “The Commission finds that excluding spillover from the NTG calculations 

is likely to unfairly reduce a program administrator’s calculated savings, but because it can be 

costly to determine spillover, the Commission cannot at this time require that it always be 

included.” Ameren, Docket 13-0498 at 100. See also Docket 13-0495 and 13-0499. As it did in 

prior dockets, the Commission should reject the Companies’ proposal to pre-condition a 

spillover assessment prior to inclusion of free ridership impacts in NTG analyses.   
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2. The Commission Should Adopt the Proposed Modified NTG Framework 

The Companies also propose that NTG values for a given year should be certain by 

March 1 for the following Plan year beginning June 1. NS-PGL Ex. 1.0 at 23. Mr. Marks 

proposes, “For existing programs, when a Utilities’ evaluation of a program has identified an 

estimated NTG ratio, that ratio will be used prospectively until a new Utilities’ evaluation 

estimates a new NTG ratio.” Id. According to Mr. Marks, the NTG values should “be based 

solely on prior and available past program evaluations of the Companies’ existing program.” AG 

Ex. 1.0 at 26. “For new programs, planning NTG ratio values that have been provided by the 

independent evaluator by March 1 of any Plan Year will be applied prospectively to the next 

Plan Year beginning June 1.” NS-PGL Ex. 1.0 at 23. In other words, the planning NTG value 

will be deemed, meaning, “it is decided upon in advance to be used to estimate future savings, 

and is not subject to any retroactive adjustment.” AG Ex. 1.0 at 26.  

Although ELPC agrees that NTG value certainty before a planning year begins is 

important, the Companies’ proposal takes the SAG out of the NTG process, and therefore is not 

workable. The SAG should play an important role in the NTG process. ELPC recognizes that 

applying NTG values retrospectively makes it difficult for the utilities to plan and operate their 

programs, but proposes that the Commission can keep the SAG as an active participant in the 

NTG framework while still applying NTG values prospectively. To that end, ELPC proposes that 

the Commission adopt the proposed modified NTG framework (ELPC Ex. 1.2), which revises 

Staff’s framework and incorporates the NTG framework developed by the non-utility SAG 

members.  

As Mr. Mosenthal explains, the proposed NTG framework “allows for deeming NTG 

values in all cases, simply requires that the EM&V consultants work jointly to recommend a 
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single comprehensive set of best-estimate NTG values to use for each program…[and] resolves 

concerns about not having certainty by March 1.” AG Ex. 1.0 at 29. The new proposed 

framework provides clear procedures if consensus is not reached by March 1 to still provide 

certainty before the next program year. Id. Throughout this time, the SAG will discuss the 

proposed NTG values and come to consensus about what the filed value should be. ELPC Ex. 

1.2 at 3. If the SAG cannot reach consensus, then the NTG value will default to an average of 

NTG values from prior years. Id.  

The new proposed NTG framework also addresses the issue of voting parties. Under 

Staff’s framework, which is similar to ELPC’s proposed NTG framework but lacks a voting 

parties provision, “any entity that is participating in any SAG meeting can object to consensus.” 

AG Ex. 1.0 at 31. As Mr. Mosenthal explains, “Staff’s approach in practice could allow literally 

anyone to attend a SAG meeting and refuse to agree to a NTG consensus position regardless of 

whether that party has any particular knowledge or expertise on the issue, or whether they have 

ever intervened or otherwise been involved in energy policy in Illinois.” Id. at 31. For instance, 

subcontractors such as “consultants helping the program administrators design and plan 

programs, evaluators, and implementation contractors who sometimes are paid based on 

performance could conceivably vote based on Staff’s approach and have a clear conflict of 

interest in regarding to the ultimate NTG ratio.” Id. However, the new proposed NTG framework 

contains a voting parties provision and states that “voting parties,” while flexible in terms of 

specific number and members, cannot include subcontractors in Section 8-104 efficiency 

programs. ELPC Exhibit 1.2 at 2. For these reasons, the Commission should approve the new 

proposed modified NTG framework found in ELPC Ex. 1.2. 
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 In summary, the Commission should reject the Companies’ proposal to pre-condition a 

spillover assessment prior to inclusion of free ridership impacts in NTG analyses. The 

Commission, nevertheless, should direct evaluators to consider spillover whenever possible 

while being mindful of any excessive costs to measure spillover in relation to the predicted 

impacts of such measurements. The Commission should require the Companies to use the best 

available information for the analyses. Finally, the Commission should adopt the new proposed 

NTG framework that has been developed by the SAG.  

D. Alternative Financing 

1. The Commission Should Instruct Staff to Conduct a Workshop Regarding 

Alternative Financial Incentives  

 

 The Companies have not exhausted all remedies for obtaining funds for energy efficiency 

resources. The Commission should instruct the Companies to review alternative sources beyond 

loans and cash incentives. As Mr. Crandall notes, access to funding and capital has long been a 

barrier to implementing energy efficiency resources and improvements. ELPC Ex. 1.0 at 14. 

However, the Companies in this filing have overlooked an “extensive amount of untapped 

economic efficiency potential.” Id. The Companies are not doing all they can to meet the 

statutory energy savings targets within the projected budget. ELPC recommends that the 

Companies explore alternative financial incentives, including third-party performance contracts, 

leasing of energy efficiency measures/equipment, and tariff-based approaches.  

 Currently, the Companies rely largely on loans and cash incentives to stimulate customer 

participation and obtain energy efficiency savings for its proposed programs. ELPC Ex. 1.0 at 15. 

According to the Companies’, “the First Triennial Plan proposed providing up to 70% of the total 

installed cost in incentives to customers….The Second Triennial Plan is proposing to increase 

the incentives to up to 75% of the total installed cost of the measures.” ELPC Group Cross Ex. 1 
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at 3. The loans and incentives include, for example, prescriptive and custom rebates. ELPC Ex. 

1.0 at 15. Loans and cash incentives certainly stimulate customer participation, but the 

Companies should also consider other methods commonly employed by other energy efficiency 

implementers.  

For instance, the Companies should consider using third party performance contracts (an 

approach employed by DCEO), energy efficiency leasing, and tariff based approaches. ELPC Ex. 

1.0 at 15. Regarding third-party performance contract, Mr. Crandall explains: 

Under performance contracting it is common that arrangements are made with a 

third party to provide the capital to retrofit a building and provide energy 

efficiency improvements. Payments by the end use customer to the third party are 

then usually arranged to be less than the amount of savings that is realized by the 

customer resulting from the reduction of their energy costs. A positive cash flow 

is usually realized by participating customers. Performance contracting to 

promote energy efficiency is a long established approach and is widely used. 

 

ELPC Ex. 1.0 at 15-16. 

In addition to third party performance contracts, the Companies should consider leasing 

energy efficiency measures (e.g. leasing water heaters and other energy efficiency equipment). Id. 

at 16.   Finally, the Companies should consider employing tariff-based programs to promote 

energy efficiency. As Mr. Crandall notes, Midwest Energy’s How$Smart program in Kansas has 

been running a tariff-based program “designed to be less than the savings that will result from 

the use and installation of energy efficiency measures….Therefore, the customer typically 

realizes a positive cash flow from the beginning of the arrangement.” Id. The tariff specifically 

involves “an initial on-premise audit and…the installation of energy efficiency measures e.g. 

heating system, geothermal loop projects, air sealing and insulation and lighting retrofits.” Id.  

 For the above reasons, ELPC recommends that the Commission instruct Staff to conduct 

a workshop regarding alternative financial incentives. Furthermore, the Commission should 
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instruct the Companies and the SAG to review and prepare recommendations (within one year) 

to the Commission concerning the viability of supporting and/or offering performance 

contracting, tariff based programs, energy efficiency leasing and other alternatives to promote 

acquisition of energy efficiency resources.  

IV.  Conclusion 

 NS-PGL’s Second Triennial Plan, while it contains some good programs, fails to deliver 

customers the energy efficiency benefits required under Section 8-104. Consistent with the 

recommendations of ELPC’s expert witness, the Commission should require the Companies to 

reevaluate and adjust their proposed savings goals to take advantage of additional savings that 

they could achieve by implementing Mr. Crandall’s and other witnesses’ recommendations. 

Furthermore, the Commission should reject NS-PGL’s proposed adjustable savings targets.  
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