STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

ILLINOIS POWER AGENCY
Docket No. 12-0544

Petition for Approval of the
2201ILCS 5/16-111.5(d) Procurement Plan

OBJECTIONS OF C3 ENERGY TO THE ILLINOIS POWER AGENCY’S 2013 ELECTRICITY
PROCUREMENT PLAN

C3,Inc, d/b/a “C3 Energy” submits these Verified Objections to the “2013
Procurement Plan” (“Plan”) filed by the Illinois Power Agency (“[PA”) with the {llinois
Commerce Commission (“Commission” or “ICC") pursuant to Section 16-111.5(d){2) of the
[llinois Public Utilities Act (“PUA") (220 ILCS 5/16-111.5(d}(2)). These Objections are
verified by Joel Gamoran, who is competent to testify as to the facts he attests to. These
Objections address cost-effectiveness calculations that have been designated as confidential
in the Plan, and therefore C3 Energy is unable to provide a redlined version of the Plan
incorporating these Objections. Plan at Appendix [, Part 1, p. 52; and Plan at Appendix II,
Part 2, p. 53. Appendix A contains information on the energy saving actions taken by

customer engagement program participants as discussed within these Objections.

INTRODUCTION

C3 Energy is an energy efficiency software company dedicated to providing
ratepayers in Illinois and other states with a cost-effective software-based energy efficiency
and rewards program. In partnership with the Citizens Utility Board ("CUB"), C3 Energy has
provided the CUB Energy Saver program for Commonwealth Edison (“ComEd”) electric

customers since June 2009,
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C3 Energy submitted Comments on September 14, 2012 in response to the draft
Procurement Plan prepared by the IPA.! These Objections respond te the invitation by the
IPA in its Petition for Approval of the 220 ILCS 5/16-111.5(d) Procurement Plan (“Petition”) to
provide additional comments on proposals that were not included in the final Plan filed
with the Commission. Petition at 3 (stating that “[t]he IPA welcomes comments on
proposals that were not included in the Plan through the Commission proceeding.”)

C3 Energy’s Objections address Section 7.1 of the Plan regarding incremental energy
efficiency. Plan at 57-62. C3 Energy objects to the [PA’s Plan as presented and requests that
the IPA modify its Plan to find that both Ameren Illinois Company (“AIC” or “Ameren”) and
ComEd misapplied the Total Resource Cost (“TRC") test used to screen for the procurement
of incremental energy efficiency. See 220 ILCS 5/16-111.5B(a)(4) (requiring inclusion of
cost-effective energy efficiency); 220 ILCS 5/16-111.5B(b) (defining “cost-effective”); 20
ILCS 3855/1-10 (defining “total resource cost” test). While the TRC test calculations
performed by Ameren and ComEd are confidential (Plan at Appendix I, Part 1, p. 52; and
Plan at Appendix Il, Part 2, p. 53), these objections presume that both Ameren and ComEd
used a measure life of one year for energy efficiency behavior modification programs,
herein referred to as “customer engagement” programs. The proper measure life for
customer engagement programs is 3.8 years. Therefore, the TRC test calculations performed
by ComEd and Ameren to assess the cost-effectiveness of customer engagement programs
should be updated to use the proper measure life of 3.8 years. C3 Energy believes that with
a proper measure life of 3.8 years applied in the TRC test, customer engagement programs
will have a TRC test result greater than 1, which would render all customer engagement

programs “cost-effective” for the purposes of the IPA Plan and the PUA.

1 Draft Electricity Procurement Plan, Filed for Public Comment on August 15, 2012, Illinois Power

Agency.
2 hitp://www.cpuc.ca.gov/NR/rdonlyres/SA1B455F-CC46-4B8D-A1AF-




ComEd and Ameren should apply a measure life of 3.8 years to all incremental
customer engagement, or behavioral, programs, and include those programs with a TRC test
result greater than 1 for procurement by the IPA. The [PA should then modify its Plan to
include additional energy efficiency from customer engagement programs with a TRC test

result greater than 1, and the Commission should approve the Plan as modified.

I. THE PROPER MEASURE LIFE FOR CUSTOMER ENGAGEMENT PROGRAMS IS 3.8
YEARS

As noted in the plan, “the IPA in turn is required to ‘include’ for Commission
approval all energy efficiency programs with a TRC score above 1.” Plan at p. 58; see also
220 1LCS 5/16-111.B(a)(4); 220 ILCS 5/16-111.B(b); and 220 ILCS 5/8-103(a). Because the
TRC test is used to determine which energy efficiency programs are pursued and which are
not, it is imperative to perform the TRC test with accurate data.

A TRC test weighs the benefits of an energy efficiency program against the total
costs of the program. 20 1LCS 3855/1-10. Benefits arise primarily from the electricity
supply cost that is avoided when consumption of electricity is reduced through energy
efficiency measures. 20 [LCS 3855/1-10. The lifetime over which a reduction in
consumption will occur is thus an essential data input for the TRC test. For example, if a
program will reduce consumption by 25,000 MWh in Year 1 then the benefits of the
program would be approximately $1.25 million (depending on the avoided electricity cost).
But if for the same cost the program will reduce consumption by 25,000 MWh in Year 1 and
another 25,000 MWh in Year 2, benefits would essentially double (subject to the discount
rate). Whether the TRC test uses a measure life of one year or two years in this hypothetical
example, or a measure life of 3.8 years as is proper to assess the cost-effectiveness of

customer engagement programs, is critical to the accuracy of the test,



Both theory and empirical data support a measure life for customer engagement
programs that is greater than one year (the measure life assumed by ComEd and Ameren in
their calculations as reflected in the IPA’s Plan). Customer engagement programs motivate
customers to take numerous energy-saving actions. Some of those actions are technology
installations that generate persistent savings over a long time period. Empirical analysis
supports this theory. Based on estimates by the independent evaluation firm Navigant (in
an analysis of energy efficiency potential commissioned by the California Public Utilities
Commission2), combined with C3 Energy’s actual program data in Illinois, 3.8 years is the
most accurate measure life for a TRC test assessing customer engagement programs. This

analysis is included as Appendix A.

IL. TRC TESTS PERFORMED BY COMED AND AMEREN FOR CUSTOMER
ENGAGEMENT PROGRAMS SHOULD BE UPDATED TO USE A MEASURE LIFE OF
3.8 YEARS

It will not be possible for the IPA to meet its statutory requirement to include all
cost-effective energy efficiency pfograms unless accurate data are used in the TRC tests by
the utilities assessing incremental energy efficiency programs. To ensure that proposed
customer engagement programs are accurately assessed, ComEd and Ameren should apply
a measure life of 3.8 years to ail incremental customer engagement, or behavioral,
programs, and include those programs with a TRC test result greater than 1 for
procurement by the IPA. The IPA should then include in its Plan for Commission approval
all cost-effective energy efficiency programs.

In order to provide ratepayers with the economic and societal benefits of pursuing
incremental energy efficiency, and to meet the statutory requirement to include all cost-

effective energy efficiency in the Plan, ComEd and Ameren should re-assess incremental

2 http: //www.cpuc.ca,gov/NR/rdonlyres/5A1B455F-CC46-4B8D-A1AF-
34FAAF93095A/0/201110UServiceTerritoryEEPotentialStudyFinalReport.pdf.




energy efficiency customer engagement programs with a measure life of 3.8 years for the
purposes of the TRC test. All programs with a TRC result greater than 1 should then be

resubmitted to the IPA for review and inclusion in the final 2013 Procurement Plan.

CONCLUSION

In conclusion, as demonstrated herein, the proper measure life for customer
engagement programs is 3.8 years. To accurately assess the cost-effectiveness of customer
engagement programs for inclusion in the Plan, TRC tests must use a measure life of 3.8
years for the energy savings generated by these programs. ComEd and Ameren should use
this new measure life and recalculate “cost effective” incremental energy efficiency
programs for the purposes of the 2013 procurement cycle. The IPA should then in turn
include any incremental energy efficiency programs, including customer engagement

programs, with a TRC result greater than 1.

Dated: October 3, 2012 Respectfully submitted,
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