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Opportunity Cost 
New Oxford American Dictionary: 

The loss of potential gain from other 
alternatives when one alternative is chosen 

• Goa I =ensure that scarce resources are used 
efficiently. 

• Sea re Resources = money, lost time, 
pleasure and any other benefit that provides value 
should also be considered an opportunity cost. 
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The Proposed MEEIA Rules 

Non Energy Benefits 

• Delete all references to Non-Energy 
Benefits 

II) NeA EAeFg't Benefits nleaAS-
-1-.-Qirect 13enef.its te ~articif*}At-s--iA-Ht#ity-demafH:i side pregFams, inciHEfin~et limite8 
terffiEfea.£eEI-pfe~efty-vah,H~·s,--lAcreasecJ J3ffidw:;t:ivity, decreaseS water aml sewer bills, 

feGHEeG 
GJ3efat.iGRS-aAEl FRaintenaAGe cests, imweve9 teRant satisfactieA, aAEf increases te tRe 

oomfeH, 
Rea ItA, aA&safetyef J3artieiJ3ants ami tReir families; 
2. Qirect benefits te Htilities, iRci~::~Efing, l.mt Ret limited te, reel~t~ceEI arrearage carryiAg casts, 
re81:H-::eEl ct:Jstemer EGIIectieR calls/netices, reEf~;~ceef termiAatieR/receRnectieR casts, aAEI 
reEIHceEf 13aEi EleBt write effs; er 
~- lm.lirect be Refits te seciety at laFge, iRci~;.~EiiAg, But net limiteEI te, jab cFeatieA, ecenemic 
EleveleJ3A-leAt, eAergy senJrity, J3H81ic safety, FeEluceEf emissieAs a REf emfs.sfeA related health 
care casts, aAEl etReF eAviFSAffieAtal BeAefits; 
1. ~leA ~A€fg'/-ReRefits may Ee iAci~::~EfeEf iR cast effectiveRess tests ~::~Riess they caAoot-be 
Ei>IEHiatee witA a reasoAaeie-<legFee-el-oo»>i<!eAEei 

"I, 
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Rationale 
• The quantification of non energy benefits is a 

subjective exercise that will result in greater 
uncertainty and risk for the utility and non­
participating ratepayers. 

• Quantifying non-energy benefits will not raise 
energy and demand savings targets. 

• It will only increase the likelihood of free 
ridership and result in a regressive policy 
outcome. 

Rationale continued ... 

• Opportunity costs (time and money) 

• Most items are already cost-effective 
-Mix and match: measure, program, portfolio, 

R&D, Pilot, low-income 

• Unintended consequences (budget and 
realized savings) such as ... 

• Locking in an inferior product... see CFLs 
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GE, DOE roll out ultrasonic 
clothes dryer prototype to 
reduce energy consumption 

o ({Scientists estimate the new dryer, which 
essentially vibrates moisture out of clothing, is 
about five times more efficient than traditional 
appliances. 

Budget 
4 CSR-240-20.094(4) (B) 12 

o Previous rules= 20% variance 

o Proposed rules= 4G-%--va-f.i.a. 

o OPC Added language: 

• Detailed notification plan for informing 
customer classes and trade allies when portfolio 
budget is 80% exhausted and when it is 100% 
exhausted. Notification plan will consist of 
specific dates in which applications will no 
longer be accepted and when all measures must 
be installed and operational for custom projects. 
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Rationale 

• Cycle I utilized a net shared benefit model 

• If costs increased-benefits decreased 

• Select utilities went over budget 

• Cycle II does not adhere to a net shared 
benefit model 

• Budgets not blank checks 

• Should mirror what happens with supply-side 
investments 

• Otherwise you are unfairly shifting risk to 
consumers 

Definition changes 

• Demand-side program means any 
program conducted by the utility to modify 
the net consumption of electricity on the 
retail customer's side of the electric meter, 
including, but not limited to, energy efficiency 
measures, load management, demand 
response, interruptible or curtailable load, 
combined heat and po·Ner, and distributed 
generation but not including deprivation of 
service or low-income weatherization; 
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41 Energy efficiency means measures 
that reduce the amount of electricity required 
to achieve a the same or better given end­
use; 

~Measure means any device, 

technology, B-ehavioral response mechanism, 
or operating procedure that makes it possible 
to deliver an adequate level and quality the 
same or better levels of energy service 
while-

Rationale 
• Modifications are consistent with industry standards 

• Deprivation is not energy efficiency or conservation 

• In 2009, a 93-year-old man named Marvin Schur froze to 
death in his home after the utility company restricted his 
electricity because of an unpaid bill. The official cause of 
his death was hypothermia, which was determined by a 
medical examiner who called it "a slow, painful death." 
Mr. Schur owed more than $1,000 and, as a penalty, the 
utility company installed a "limiter" to restrict his use of 
electricity, resulting in his death. A utility bill was found 
on Mr. Schur's kitchen table with a large amount of 
money attached to it-a sign that he was trying to save 
up to pay his bill. 
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• load management means load 
control activities that result in a reduction in 
peak demand, a shifting of energy usage from a 
peak to an off-peak period, or when system 
reliability is jeopardized; 

" load Control means activities that place 
the operation of electricity-consuming 
equipment under the control or dispatch of an 
electric utility, energy efficiency service 
provider, an independent system operator, or 
other transmission organization or that are 
controlled by the customer, with the objective of 
producing energy or demand savings; 

Rationale 
• Clarification 

• See Corn-Ed Peak Time Savings 

• https://www.comed.com/WaysToSave/ForYou 
rHome/Pages/Peak Ti meSavi ngs. as px 
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Earnings Opportunity as a cost component 
• Multiple locations within the rules. 
• Need to include earnings opportunity as a 

component in all cost effective tests and 
referenced mechanism language 

• Rationale: 

• Earnings opportunity costs get flown through the 
MEEIA surcharge. 

• Is one of the "three legs" of MEEIA to ensure the 
utility is made whole. 

• Needs to be an input into all cost-effective tests. 

Market Potential Study 

Iii Market potential study means a 

quantitative analysis of the amount of energy and 
demand savings that may exist, is cost-effective, 
and could be realized through the 
implementation of energy efficiency programs, 
policies, and rate design. A market potential 
study is primarily used to inform a utility's 
integrated resource planning and secondarily 
used to inform a MEEIA application; 
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Rationale 

• Costs can be in the millions. 

• Will be used for integrated resource planning 
purposes whose costs are allocated across 
customer classes. 

• No guarantee a MEEIA will be granted or sought. 

• Today, opt-out customers do not pay their share. 

Market Potential Study Continued ... 

(3) Utility Market Potential Studies. 
A) The market potential study shall: 
1. Consider both primary data and secondary data 

and analysis for the utility's service territory 
including but not limited to a saturation study 
and market profile breakdown of residential: 
single family, multi-family, single-family low­
income, and multi-family low-income 
households by electricity sales, percentage of 
total usage, average use per household, and 
summer and winter peak demand; 
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Rationale 

• Ensures that housing usage data 
considerations are examined. 

• Helps inform MEEIA design as well as rate 
design. 

Market Potential Study Continued ... 

• 2. Be updated with primary data and analysis 
no less frequently than every three (3) years. 
four (4} years. To the extent that primary data 
for each utility service territory is unavailable 
or insufficient, the market potential study may 
also rely on or be supplemented by data from 
secondary sources and relevant data from 
other geographic regions; 
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Rationale 

• Language amended to reflect IRP and MEEIA 
filings. 

• It makes no sense to potentially have a four­
year old study inform programs three-years 
into the future (e.g., study conducted in 1999, 
finalized in 2000, used to set targets for 
programs up to 2007). 

Market Potential Study Continued ... 

• 3. Be prepared by an independent third party. 
The utility shall provide oversight and 
guidance to the independent market 
potential contractor, but shall not influence 
the independent market potential study 
contractor's report(s); 
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Rationale 

• Market potential studies can be highly 
contentious 

• Ensures independence and mirrors EM&V 
language that avoids conflict of interest 

Market Potential Study Continued ... 

• 4. Include a sensitivity analysis that accounts 
for variation in take-rate assumptions based 
on changes in customer rate design that 
account for: time-varying rates, real-time 
pricing, higher customer or fixed charges, and 
flat and tiered volumetric rates; 
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Rationale 

• Language added to inform future rate design 

considerations that may have a material 

impact on MEEIA targets and payback 
assumptions. 

Market Potential Study Continued ... 

• 5.) Include a sensitivity analysis that accounts 
for variation in take-rate assumptions based on 
both an increase and decrease in heating and 
cooling degree days; 

• 4. Include an estimate of the achievable 
potential, regardless of cost effectiveness, of 
energy savings from low income demand side 
programs. Energy savings from multifamily 
buildings that house low income households may 
count toward this target 
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Rationale 

• Language added to inform reasonable 
considerations that may have a material 
impact on MEEIA targets and payback 
assumptions. 

Conflict of interest language: 
Third-party Independence 

(7) Evaluation, Measurement, and Verification (EM&V) of the Process 
and Impact of DemandSide Programs. Each electric utility shall hire an 
independent contractor to perform and report EM&V of each 
commission-approved demand-side program in accordance with 4 CSR 
240-20.094 Demand-Side Programs. The utility shall provide 
oversight and guidance to the independent 
EM&V contractor, but shall not influence the 
independent EM&V contractor's report(s). The 
commission shall hire an independent contractor to audit and report on 
the work of each utility's independent EM&V contractor. The 
commission staff shall provide oversight and guidance to the 
independent commission contractor, but shall not influence the 
independent contractor's audit(s). Staff counsel shall provide legal 
representation to the independent contractor in the event the 
independent contractor is required to testify before the commission. 
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Rationale 

• Mirrors language accepted for Staff's 
"independent" auditor 

EM&V Spend 

• (7) (A) Each utility's EM&V budget shall not 
exceed two-and-half percent (2 X%) if the 
participating utility has deployed AMI and 
five percent ofthe utility's total budget for all 
approved demand-side program costs if it has 
not fully deployed AMI. 
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Rationale 

• Engineering and third-party costs should 
decrease as technology advances regarding 
{(real-time" savings. 

Total Resource Cost Test 

• Utilize definition in the statute 

• Also ... 

• (7) (D) EM&V final reports from the utility's 
contractor of each approved demand-side 
program shall- ... 

(Ill) Determine the benefits achieved for each 
demand-side program and portfolio using the 
-YG+ TRC methodology. 
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Rationale 

• The TRC is the statutorily preferred cost­
effective test. 

• It is unclear why the UCT would selectively be 
chosen on the back-end of the evaluation if it 
is not being utilized in setting the targets on 
the front-end (the TRC). 

• The MEEIA rules should be consistent with the 
intention of the statute. 

Total Resource Cost Test continued ... 

Delete 4 CSR 240-20.093 (6) (B) 
(B) If a demaAd side ~regram swl>je€1 te the TRC is determiAed Ret te lle 
€est effe€ti•1e, the ele€tri€ wtility shall ideAtify the Eawses why aAd ~reseAl 
pessillle demaAd side ~regram medili€atieAs that Eewld make the 
demaAd side ~regram €est effeEtive. If aAalysis sf these medilied 
demaAd side ~regram desigAs swggests that AeAe wewld lle €est effeEtive, 
IRe demaAa Side ~regram may Be aiS€8AiiAWed. lA IRiS €aSe, the Wtility 
sAalkles€fille hew it iAteAas te eRa the aemaAd side ~regram aAd hew it 
iAteAds te a€11ieve the eAergy aAd demaAd saviAgs iAitially estimated fer 
the disEeAtiAwed demaAd side ~regram. Netl1iAg here iA re~wires wtilffies 
te eRa aAy demaAd side ~regram whi€11 is swlljeet tea €est effe€tiveAess 
teskleemed Ret €est effe€tive immeaiately. lJtilities ~re~esal fer aA'/ 
aiS€8AtiAWatisA sf a demaAd Side ~regram SASWid €8ASiaer, BWI AS! Be 
limited te: the ~eteAtial im~a€1 sA the marl<et fer eAerwt effieieA€'f 
serviEes iA its territery; the ~eteAtial im~a€t te veAders aAd the wtilities 
re!atieAsl1i~ with veAders; the ~eteAtial disrw~tieA te the market aAd te 
Ewstemer ewtrea€11 elferts !rem-immediate startiAg aAd ste~~iAg el 
demaAa siae ~regrams; aAd whether the leAg term ~res~e€ts iAaiEate 
that €sAtiAwed ~wrswit ef a aemaAd side ~regram will reswlt iA a leAg term 
€sst effe€tive lleAefit te rate~a·,.ers. 
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Rationale 

• The inclusion of this additional language is 
unnecessary and overly burdensome to the 
utility. 

• The choice to withdraw a program is tied 
almost entirely to attribution (heightened 
levels of free ridership) not cost effectiveness. 

• Vendor impact should not be a consideration 
for ratepayers or the utility. 

• MEEIA is not meant to subsidize or otherwise 
prop up a private business. 

Net-to-Gross Components 

• Electric utility's EM&V contractors shall: 

• 1. Include specific methodology for 
performing EM&V work including net-to-gross 
components limited solely to free ridership 
and spillover. 
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Rationale 

• Minimizes future conflict. 

• Represents a fair compromise. 

Soft targets 

• Delete 4 CSR 240-20.093 (2) 
(2} = eemmissieR shall ~o~se the greater ef the aRR~o~al realistic ameuRt ef aehie•fallle 

saviz:s ami elemaRa saviRgs as eletermiRea thre~o~gh {the utility's} a market peteRtial st~o~ely 

the fellewiRg iReremeRtal aRR~o~al demaRd side saviRgs goals as a g~o~ideliRe te re"ie"' ~ vn 

tew:;!»R expectatieR that the electric ~o~tility's demaRd side programs eaR aehie'le a goal 

east effeeti'le demaRd side saviRgs: 
1. Fer f2lJJ.2-} the Ytility's approved first p~ogt am year: tiR ee teRths pereeRt (Q.3%) ef 
tetal aRRI:Ial eRergy aRd eRe pereeRt (l.Q%} ef aRR~o~al peak demaRd· 
2. Fer f2lJH} the Ytility's appratJed seGeRd program ·;ear: five teRths pereeRt (Q.li%} ef 
total aRR~:~al eRergy ami eRe pereeRt (l.Q%) ef aRRI:Ial peak de maRa; 

· : · F~r f2lJJ. ~}the Ytility's appre•fed third pragram year: seveR teRths perceRt (Q.7%} ef 
eta aRR~o~a eRergy ami eRe pereeRt (l.Q%) ef aRRYal peak demaRd; 

4. Fer f2lJJ.5} the utilit•f's approved fourth pragram •;ear; RiRe teRths pereeRt (Q.9%} ef 
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Rationale 

• The inclusion of 11
SOft targets" in the MEEIA 

rules is a subjective exercise that provides 
questionable value to the MEEIA process. 

• In practice, utilities actually work with 
/lmoving targets" between trienniaiiRP and 
MEEIA filings (e.g., three-year cycles) which 
makes comparisons between portfolio cycles 
challenging and open to interpretation. 

Statewide TRM 

Delete reference to a statewide TRM 

{19) Statewide Technical Reference Manual 
(A) Utilities ana stakeholders will work to create ana iffl~lefflent a 

statewide TRM that includes values ana forfflulas for EleeffleEl 
savings ana includes COfflfflonly usea measures for all utility sectors; 

(!!)The statewide TRM shall 8e susfflittea to the COfflfflission for 
review 

1. The cofflfflissian may either a~~rove or reject the ~ro~osea 
statewide TRM; 

2. If the cafflmissian rejects the ~ro~oseastatewiae TRM, stal1ehalaers 
shall aaaress the cofflfflission concerns anasusfflit a revises 
statewiae TRM within ninety {90) Ela•;s of an oraer rejecting; 

Et al. .. 

5/4/2017 

20 



Rationale 

• Statewide TRM no longer applicable in current 
regulatory, policy and technological 
environment. 

• Clean Power Plan 

• AMI Technology 

• Opportunity Costs 

Thank you for your time 

QUESTIONS? 
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