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       ICC Evaluates Spending Limits on Renewable Energy Procurement
                     Energy Efficiency and Demand Response Purchases

The Illinois Commerce Commission approved and sent to the General Assembly reports on the effects of statutorily mandated spending limits on renewable energy resource procurement and energy efficiency and demand response measures.
In its report on renewable energy purchases, the ICC found that the statutory cap on the percentage increase in electric rates did not “unduly constrain” the purchase of cost effective renewable energy for ComEd and Ameren customers.  The Illinois Power Agency Act (“IPA Act”) requires the purchase of renewable energy resources in quantities that comprise ever-rising percentages of the utilities’ electricity sales until reaching 25 percent in the year 2025.  The IPA Act provides for a cap on the amount of renewable energy to be purchased if the result would increase the retail rates for utility customers by two percent or more.  The law also required the ICC to review the effects of the spending limitation by June 30, 2011.

The ICC’s report cited several reasons for the successful purchases of renewable energy resources without exceeding the spending limitations including:
· Renewable resource generating capacity has increased and the prices for those resources have been declining;

· Fossil fuel prices are expected to increase, providing a comparative advantage to  renewable energy-fueled generation; and 

· Federal subsidies and favorable energy and environmental policies toward renewable resources are expected to continue. 

While determining that the spending limitation should remain as policy, the ICC recommended that the language in the IPA Act be amended to require procurement plans to describe how the annual spending limitation will be distributed between procurement events and how the statute’s requirements for both the type and location of renewable energy resources will be distributed between procurement events.

In the ICC’s report on energy efficiency and demand response spending, the Commission found that, while to date the limitation has not prevented any utility from reaching the mandated energy and demand response savings, projections suggest that neither ComEd nor Ameren will be able to reach the savings goals in the next three years.

Under the Public Utilities Act, ComEd and Ameren must implement energy efficiency measures that will achieve energy savings of 0.2 percent of energy delivered beginning June 1, 2008.  Between the program years June 1, 2008 and June 1, 2015 required energy savings gradually increase from 0.2 percent to two percent of energy delivered and will remain at the two percent level for each year thereafter.  The utilities are also required to reduce peak demand by 0.1 percent over the previous year beginning June 1, 2008 and continuing for ten years.     
The ICC estimates that absent the spending cap limitations it would cost utility ratepayers more than $574 million annually to achieve the two percent energy savings goals prescribed in the law.   

In reaching its conclusions, the Commission cited the Energy Independence and Security Act of 2007, which will phase in beginning January 1, 2012, and require increased efficiency standards for lighting.  Requirements for newer, more efficient light bulbs will mean a substantial reduction in electricity consumption, but also will reduce the opportunities for utilities to realize “incremental” energy savings from their own lighting programs.  Currently incentives for energy efficient lighting accounted for nearly half of the utilities’ energy savings.  Once the federal standards take effect, energy use will decline and the Illinois utilities will need to invest in more expensive but still cost effective energy saving programs which will increase the per kilowatt cost to achieve the mandated energy savings.

Both reports are available on the ICC website at http://www.icc.illinois.gov/reports.
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