
Introduction 
The following is a mock excerpt from a Form 10-K for an electric utility, “L&L Power & Light,” that 
incorporates disclosure to the SASB Standard for Electric Utilities into its Management’s Discussion and 
Analysis of Financial Condition and Results of Operations (MD&A). This document serves as an example 
of one type of disclosure SASB envisions for its standards; it is not intended to provide a template for 
companies to follow. This is a working document on which SASB is actively soliciting feedback on the 
content, scope, and presentation format of disclosure to SASB Standards. Comments can be sent to: 
comments@sasb.org 
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS 

 

Sustainability Performance 

Overview 

 

 The Board of Directors of L&L Power & Light assigns all sustainability-related matters to the 

internal Compliance Council (CC), a group co-chaired by our Chief Compliance Officer and Chief 

Sustainability Officer. Among other responsibilities, the CC oversees sustainability reporting; it has 

reviewed the Sustainability Accounting Standards Board’s (SASB) Sustainability Accounting Standard – 

Electric Utilities (IF0101) and determined that all the topics the standard presents relate to trends and 

uncertainties that may materially impact our operational and financial performance. This section of Item 7 

describes L&L Power & Light’s performance, through both quantitative and qualitative disclosures, on all 

the topics included in the SASB standard. At the end of this section, we present a summary of the 

quantitative metrics disclosed (Table 1), and we provide a set of “activity metrics” (Table 2). These 

“activity metrics” describe some aspects of our operations related to our customer base, transmission and 

distribution network, and generation. This information may help readers better understand our performance 

relative to our size and to that of other electric utilities.  

  

mailto:comments@sasb.org


Greenhouse Gas Emissions & Energy Resource Planning 

 

 Generating electricity—though essential for daily life and business operations—emits greenhouse 

gases (GHG) that are linked to climate change. In all our operations, we are sharpening our focus on 

efficiency in order to provide our customers with the electricity they need while also controlling GHG 

emissions. We must also comply with emissions-related regulations.  

 

Gross global scope 1 emissions, percentage covered under emissions-limiting regulations, 

and percentage covered under emissions-reporting regulations  

 

 The primary source of GHG emissions from our operations is the conversion of fossil fuels to 

electricity.  

 

 At the time of this filing, our Scope 1 emissions are not subject to emissions-limiting regulations. 

The United States Environmental Protection Agency’s (EPA) Clean Power Plan (CPP) institutes limits on 

these emissions, but it is not now clear when, or if, the CPP will be implemented. Still, we at L&L Power & 

Light expect that some form of regulation that limits our Scope 1 emissions will be implemented in the 

medium term and have established goals to reduce these emissions, which we describe in the next section. 

In addition, the governor of the state of Illinois, where we operate, announced that his administration will 

continue to explore avenues for compliance while legal challenges to the rule are resolved. Other emissions 

to the air are currently limited by regulations; we disclose these emissions in the Air Quality section.  

 

 We are required to report a substantial share of our emissions under the U.S. EPA Greenhouse Gas 

Reporting Program. For fossil-fuel conversion, we measure emissions using engineering calculations that 

are site-specific and based on fuel composition data. For other sources, we measure emissions using either 

engineering calculations or mass balance calculations, whichever is most efficiently suited to the source.   

 

Two factors accounted for the majority of the reduction in emissions from 2013 to 2015: increased 

generation efficiency and—to a lesser degree—reduced demand for electricity from customers, most likely 

resulting from demand-response programs, which we discuss further in the next section. Our 2015 

emissions were sixteen percent lower than our 2013 emissions. In that same time frame, we generated three 

percent more energy, and our revenues grew by three percent.  

 

 Long- and short-term strategy to manage Scope 1 emissions 

 

 The first goal of our emissions-management strategy is regulatory compliance. Because the status 

of the EPA’s CPP remains unclear, we must operate under some uncertainty with respect to what 

compliance will ultimately require. At the time of this filing, the U.S. presidential campaigns continue, and 

the result of the upcoming election could have a substantial impact on the makeup of the U.S. judicial 

system as well as the status of the CPP. This factor, combined with the possibility that Illinois may choose 

to follow other states and introduce its own GHG reduction requirements, compounds regulatory 

uncertainty. Although we have the opportunity to comment on proposed regulations on our operations, we 

cannot control these regulations. As a result, our strategy is subject to change. 

 

 At present, we are proceeding based on the assumption that the EPA CPP will be adopted and that 

the Illinois renewable energy standard, which requires twenty-five percent of electricity from investor-

owned utilities to come from renewable sources by 2026, will remain in place. The EPA CPP limits 

emissions to 1,456 pounds of CO2 per megawatt-hour between 2022 and 2029 and to 1,245 pounds of CO2 

per megawatt-hour in 2030 and subsequent years. For our operations, the final target represents a forty-two 

percent reduction in emissions from a 2012 baseline.  

 

  Year Ended December 31,  

Metric 2013 2014 2015 

Gross global Scope 1 emissions (in millions of metric tons CO2-e)   1.66  1.48  1.39 

     Percentage covered under emissions-limiting regulations     0%   0%   0% 

     Percentage covered under emissions-reporting regulations   81% 80% 78% 



 To meet these emissions targets, we are focusing in the short term on efficiency and pursuing 

goals that also relate directly to the Illinois Power Agency Act and its energy-saving targets. Primarily, we 

are working to increase efficiency at our fossil-fuel conversion plants by: 

 Conducting audits to identify sources of energy loss. 

 Introducing and maintaining processes to reduce unnecessary operational energy 

usage. 

 Repairing and maintaining equipment. 

 

Over the last three fiscal years, we have also converted two coal-fired plants to run on natural gas, 

which reduces emissions. This aspect of our strategy, however, is limited in its scope because only some 

coal-fired plants are suited to conversion, especially those that are at least fifty years old and have 

capacities of fewer than 300 megawatts. We plan to convert only one additional coal-fired plant within the 

next three years. There is some risk that we may not be able to recover the costs associated with this 

conversion because there is some risk that the Illinois Commerce Commission (ICC) may not approve 

adding the capital used to complete the project to the rate base. However, we believe this risk to be 

relatively low. We also anticipate other benefits will result from the project even if the ICC does not 

approve adding the capital to the rate base. These may include lower generation costs and improved 

community relations.  

 

 We have also implemented demand-response programs to reduce energy consumption. For 

customers with smart meters, we charge customers using a combination of real-time pricing and pre-

defined pricing bands. That is, the price of electricity varies in hourly intervals, but customers are never 

charged less than the minimum or more than the maximum rate for the applicable time period. Time 

periods are tied to demand. For example, weekday afternoons in summer are a peak usage time, and the 

maximum price for electricity during this period is higher than the maximum price on weekday mornings in 

summer. Smart meters facilitate this pricing method. (Smart meters are discussed further in the End-Use 

Efficiency & Demand section.) 

 

 We communicate regularly with our customers to educate them about opportunities to reduce 

consumption during peak times and the potential resulting savings on their bills. For residential customers, 

these communications include specific steps they can take to conserve, such as adjusting their thermostats 

and installing efficient light fixtures and bulbs. For commercial customers, these communications alert 

them to our consulting services, which include customized usage assessments and conservation plans. 

Commercial customers can also sign up for specific demand-response programs, such as scheduled load-

reduction programs and automated demand response incentives.   

 

 Additionally, we offer customers the opportunity to participate in a green power market; this 

program, called GreenForce, is designed to increase support for renewable energy technologies. Although it 

is not required by the Illinois state renewable portfolio standards, it does help us meet them. GreenForce is 

available to all residential customers, and uptake is approximately fifteen percent or 450,000 of our 

3,000,000 customers. The majority of the electricity generated comes from wind power we purchase from 

two renewable energy producers.  

 

 These short-term tactics are designed to conserve energy usage and increase efficiency. At the 

time of this filing, we are slightly ahead of our energy reduction targets.  

 

To meet the EPA CPP requirements, we are also implementing a number of long-term programs, 

most of which relate to shifting to new energy sources. We plan to shut down many of our coal-fired plants 

and increase our wind and solar generation. We plan to first phase out the least-efficient coal-fired plants, 

which produce the most emissions per megawatt-hour. At the same time, we will increase our investments 

in wind and solar plants as well as storage capacity. We expect storage technology to substantially improve 

in the next ten to fifteen years. If it does not, we may need to adjust our plans for shutting down coal-fired 

plants and potentially explore converting a larger-than-expected number of them to run on natural gas.  

 

 Expanding renewable energy capacity is part of our long-term plans to meet EPA CPP 

requirements. However, we may face public resistance to installation of wind turbines and solar panels 



because some people find them unattractive. If public resistance is stronger than we currently anticipate, we 

may need to adjust our plans. 

 

 Another factor could limit our ability to reach our goals. In conjunction with our plans to raise 

capital to install wind and solar generation facilities, we must manage risks associated with regulatory lag 

and regulatory approvals. The ICC does not currently grant pre-approvals, and risk exists that it may not 

approve all projects. To the extent that we invest heavily in facilities or other projects that are then not 

approved, our financial results could be materially and negatively impacted.  

 

 Our long-term emissions control strategy goes beyond EPA CPP compliance and covers emissions 

from transportation and administrative offices. Our goal is to reduce these emissions by thirty percent by 

2025 from 2012 levels. To reduce our transportation emissions, we are transitioning our transportation fleet 

from running on diesel and gasoline to electricity. This process is gradual; because we are devoting 

substantial resources to meeting the EPA CPP requirements, we are replacing vehicles at the end of their 

useful lives rather than on an accelerated basis. To reduce emissions in our administrative offices, we are 

retrocommissioning buildings and, in some cases, replacing HVAC systems with more efficient models. 

Emissions-reduction activities related to transportation and administrative offices carry little risk to our 

financial results. We would need to replace our vehicles anyway, and saving energy in our administrative 

offices also reduces operating costs, even after accounting for retrocommissioning costs or equipment 

upgrades.  

 

 We at L&L Power & Light recognize that the EPA CPP may not ultimately take effect. It is not 

possible, at the time of this filing, to estimate the probability that it will take effect. We are moving forward 

with our compliance efforts because we believe that, even if the EPA CPP is not implemented, the State of 

Illinois is likely to implement regulation with similar requirements. Continuing to pursue compliance helps 

us prepare for regulatory requirements, whatever their source. It also enhances our brand. If a tax, cap-and-

trade system, or other pricing mechanism for carbon emissions is implemented, our efforts may also 

position us to have an advantage over our competitors in terms of cost savings and/or revenue generation.   

 

 At present, we believe we are on track to meet our long-term emissions-control targets, both those 

related to the EPA CPP and those we have set for ourselves. However, given the long-range nature of these 

goals, risk exists that our assessments will prove inaccurate. We re-examine these assessments on a semi-

annual basis and adjust our plans and activities accordingly.  

 

 Number of customers served in markets subject to renewable portfolio standards (RPS) and 

percentage fulfillment of RPS target by market 

 

 We serve customers only within the state of Illinois, primarily within the city of Chicago and some 

surrounding areas. The state introduced a Renewable Portfolio Standard (RPS) in 2007; as such, all the 

customers we serve are in a market covered by an RPS. None of our customers are located in areas with 

voluntary RPSs.  

 

 At the time of this filing, we are on track to meet the Illinois requirement of twenty-five percent of 

electricity to come from renewable sources by 2026. The past three fiscal years have seen substantial 

increases in our percentage fulfillment, primarily due to increases in wind capacity. We expect smaller 

increases over the next three to five years and then larger increases as we approach the deadline. We 

believe that delaying some investments in renewable generation will allow us to take advantage of 

improved technology and lower costs. For example, as time passes, we expect solar panels to become more 

efficient and capable of producing more energy from less sunlight. As these improvements occur, we are 

more likely to be able to meet our RPS requirements at a lower cost. We must, however, also factor in the 

time necessary to build renewable capacity and integrate it into our operations. Therefore, we expect to add 

a substantial amount of renewable capacity between 2019 and 2024.   

 

 Included in the Illinois RPS regulation is a cost cap of 1.3 percent, a cap that is lower than the caps 

in many other states. This cap could present risk to our ability to finance the projects necessary to meet the 

RPS targets. In combination with costs necessary to comply with the EPA CPP, we may need to adjust our 



emissions-control strategy (described above). We may also struggle to comply with both the RPS energy 

requirements and the cost cap and may require interim financing to cover the difference between revenue 

shortfalls and operating costs. It is not clear, at the time of this filing, the degree of risk these issues present 

to our financial results. We are working to identify potential savings to reduce this financial risk, but we 

can offer no assurances these efforts will succeed. It is possible, despite our efforts, that our financial 

operations will be materially negatively impacted by the Illinois RPS.  

 

Air Quality  

 

 Air emissions and those in or near areas of dense population 

 

 Generating, transmitting, and distributing electricity result in air emissions of substances including 

oxides of nitrogen (NOx), oxides of sulfur (SOx), particulate matter with an aerodynamic diameter less than 

or equal to a nominal ten micrometers (PM10), mercury and mercury compounds (Hg), and lead and lead 

compounds (Pb). Some transportation activities also result in emissions of these substances.  

 

 Because we serve a highly populated area, the majority of our emissions of these substances are 

made in or near urbanized areas, as defined by the SASB standard. Locating our generation facilities near 

our customers reduces transmission line losses, thereby helping to control GHG emissions. In 2013, we 

installed a variety of emissions-reduction technologies in some of our plants in urbanized areas. These 

technologies include: 

 Selective catalytic reduction technology to control NOx emissions. 

 Flue gas desulfurization (also known as smokestack scrubbers) to control SOx 

emissions. 

 Baghouses to control emissions of PM10, Pb, and Hg. 

 Activated carbon injection technology to further control Hg emissions.   

 

These technologies, in combination with reduced demand for electricity and a shift towards more 

renewable energy sources, resulted in the reductions in these emissions. To measure generation emissions, 

we use engineering calculations that are site-specific and based on fuel composition data. For other sources, 

we measure emissions using either engineering calculations or mass balance calculations, whichever is 

most efficiently suited to the source.   

 

 We expect regulations of these emissions to become more stringent in the future. We also 

recognize that our license to operate depends on, at least in part, our ability to maintain good relationships 

with the communities in which we operate. Public perception and regulations are also intertwined: the 

public influences regulatory actions, and regulatory actions affect public perceptions. If regulations become 

more stringent than we expect and/or more expensive to comply with, our financial results could be 

negatively impacted in a material way. If the public perceives our operations as potentially harmful, we 

could be subject to increased regulatory scrutiny and expense. If we do not effectively manage regulatory 

issues by, for example, investing in inefficient projects or incurring excessive costs, the chances that the 

ICC will allow the associated costs to be passed through to customers falls. As a result, our financial results 

could be negatively impacted in a material way. 

 

 At the time of this filing, we plan to install the technologies listed above in an expanded set of our 

coal-fueled generation plants. However, this plan may need to be adjusted based on cost and/or regulatory 

factors. In addition, it may prove insufficient to satisfy public demand for clean air and/or meet future 

regulatory standards. As a result, our financial results could be negatively impacted in a material way, 

particularly in the medium term. As we transition towards more renewable energy sources over the long 

term, we expect this risk to be reduced. 

 

 

 Year Ended December 31,  

Metric 2013 2014 2015 

Number of customers served in markets subject to RPS 100% 100%  100% 

Percentage fulfillment of RPS target in Illinois   21% 26%   35% 



 

Water Management 

 

 Water is a key input to many of our operations, particularly electricity generation. Water scarcity 

is also increasing with time, as is public awareness of water usage. Consequently, we have adopted a 

comprehensive water management program, which is described later in this section.  

 

 Total water withdrawn and consumed, and percentage of each in regions with High or 

Extremely High Baseline Water Stress 

 

 For our operations, water is primarily used for cooling and is used most intensely at coal and 

nuclear plants. At present, we withdraw water from fresh water sources only; however, we are assessing 

possible other sources, including wastewater that we may obtain from other entities, and rainwater 

collection. The main sources of water for our operations are rivers. Water used for cooling is subsequently 

returned to its original source, so our consumption of water is substantially lower than our withdrawal of 

water. This practice can help reduce some of the water-related risks we may face but does not eliminate 

them. (These risks are discussed in more detail later.)  

 

 According to the World Resources Institute’s (WRI) Water Risk Atlas tool, Aqueduct, nearly all 

of the water we withdraw and consume comes from locations under High Baseline Water stress. The WRI 

further forecasts that, by 2020, these areas will be under Extremely High Baseline Water stress and will 

remain so through at least 2040.   

 

 The reductions in water withdrawn and water consumed over the last three fiscal years come from 

efficiency programs, which we describe later in this section. Although we plan to further reduce our water 

withdrawals over time, our efforts may ultimately prove unsuccessful. We cannot precisely predict how, 

when, and to what extent water regulations will change, but we do expect water to become more expensive 

in the future. To the extent that our efforts to reduce our usage are insufficient or unsuccessful, our 

financial results could be impacted in a material, negative way.  

 

 Number of incidents of non-compliance with water quality and/or quantity permits, 

standards, and regulations 

 

 Although we make substantial effort to comply with all regulations, including water permits, 

standards, and regulations, incidents of non-compliance do occur on occasion. All incidents of non-

compliance in 2013 and 2014 relate to water withdrawal exceedances. Those in 2015 relate to maximum-

temperature limit exceedances that resulted from malfunctioning monitoring equipment. The equipment 

was reporting that discharges were within approved temperature ranges when, in fact, they were not. The 

 Year Ended December 31,  

Metric 2013 2014 2015 

Air emissions of NOx (in thousands of metric tons) 51 47     47 

     Percentage in or near areas of dense population    83%   77%   77% 

Air emissions of SOx (in thousands of metric tons) 87 83 83 

     Percentage in or near areas of dense population   83% 77% 77% 

Air emissions of PM10 (in thousands of metric tons) 18 14 14 

     Percentage in or near areas of dense population   80% 77% 77% 

Air emissions of Pb (in metric tons) .18 .13 .13 

     Percentage in or near areas of dense population   73%  64% 59% 

Air emissions of Hg (in metric tons) .29 .21 .21 

     Percentage in or near areas of dense population  73%  64%  59% 

 Year Ended December 31,  

Metric 2013 2014 2015 

Total water withdrawn (in thousands of m3) 288 275   260 

     Percentage in regions with High or Extremely High Baseline Water Stress   99% 99%   99% 

Total water consumed (in thousands of m3) 10 9 9 

     Percentage in regions with High or Extremely High Baseline Water Stress 99% 99% 99% 



equipment was repaired in December 2015 and has been working properly since then. Upon detection of 

the malfunctioning temperature-monitoring equipment in late 2015, we conducted an audit of all such 

equipment throughout L&L Power & Light’s operations. This audit found no additional malfunctions. 

Historically, the number of non-compliance incidents has typically been between zero and four per year. 

 

 

Water management risks and strategies to mitigate those risks 

 

 Access to adequate water supplies is essential to our operations; disruptions to our supply may 

lead to disruptions in our ability to produce electricity and serve customers. Access to water may be 

restricted for a wide variety of reasons.  

 

 We rely primarily on surface water sources, namely rivers, which are subject to several 

environmental risks. In the short term, the two key risks relate to public concerns about aquatic 

impingement and/or entrainment and the potential for drought. Public concerns could negatively affect our 

reputation, our continuity of operations, and/or our operating costs. They may also put our social license to 

operate at risk. To mitigate these risks, we may need to change how we withdraw, consume, and discharge 

water, changes that may require capital expenditures to retrofit plants. The risk of drought creates similar 

potential impacts, particularly those related to how we withdraw and consume water. These expenditures 

may not prove cost-beneficial in all cases, and we may then be forced to de-commission some plants before 

the end of their useful lives, a process that creates other potential costs. As of the time of this filing, we 

have factored potential de-commissioning costs into a share of the scenarios we use to make long-term 

financial projections. We regularly update these scenarios and the probabilities associated with each one 

occurring as conditions change.    

 

In the medium to long term, climate change is likely to impact our operations. To the extent that 

the WRI’s forecasts for water stress levels prove correct for the areas where we operate, we expect our 

access to water to be constrained. It is not now clear how severe these constraints may be; it is also not now 

possible to predict when they may arise. As a result, we cannot determine the degree to which our 

operations will be affected, nor can we say that our water-usage reduction efforts (described later in this 

section) will be sufficient to counterbalance these constraints.  

 

If environmental constraints of any kind require us to reduce our water usage more substantially 

than we expect, or they force reductions earlier than we expect, we may be unable to generate sufficient 

electricity to meet customer demand. This occurrence could then result in reduced revenues and/or harm to 

our reputation. Alternatively, we may be able to meet demand but at a higher cost by, for example, 

purchasing electricity from third parties, and we may not be able to recover those costs through rate 

increases or other means.  

 

 To mitigate risks related to water access, we instituted a water efficiency program in 2012. Its 

initial set of reduction goals were twenty-five percent by 2017 and thirty percent by 2023 as compared to a 

2011 baseline, calculated on an absolute basis across all our operations. As of the end of 2015, we reduced 

our water consumption by thirty-one percent, surpassing our goal for 2017. As a result, we are re-assessing 

the goals for 2017 and 2023 and plan to provide additional information on these goals in the next 

appropriate SEC filing. 

 

 In our generating operations, we have retrofitted two plants that had relied on once-through water-

cooling systems to use closed-loop liquid coolant that requires minimal water. In addition, by transitioning 

two coal-fired plants to run on natural gas, we were able to reduce water usage. Air radiators now cool 

these plants. The additional plant conversion we plan within the next three years is expected to further 

reduce water withdrawals and consumption.  

 

 Year Ended December 31,  

Metric 2013 2014 2015 

Number of incidents of non-compliance with water quality and/or quantity 

permits, standards, and regulations  
3 1      7 



Other constraints likely to affect our ability to access sufficient water supplies relate to (1) 

competition with agriculture and (2) regulatory actions. Although agriculture is not a prominent economic 

activity within our areas of operation, it is so in adjoining areas, and those areas draw from many of the 

same water sources we do. To the extent that water supplies are constrained, competition from agricultural 

users may increase. In response, policies and/or regulations that restrict our use may be implemented. As a 

result, our access to water may be reduced and/or our costs to procure water may increase. Other 

regulations are likely to become stricter with time, potentially further reducing our access to water and/or 

increasing our costs to procure it.  

 

 At present, we believe that our water conservation efforts will help mitigate the impacts of these 

risks, but that estimation may prove inaccurate. If these risks materialize sooner than expected or impact 

our operations to a greater magnitude than expected, our financial results may be materially affected in a 

negative way.    

 

 Many of our operations involve discharging water that has been used for cooling. At many plants, 

this water is of approximately the same quality as when it was withdrawn but is warmer—because it has 

absorbed heat by acting as a coolant—upon release than upon withdrawal. Our ability to maintain control 

over the temperature of water discharges is key to mitigating discharge-related risks. At coal-fired plants, 

the quality of the water may vary in ways beyond temperature. We have a strong record of complying with 

all applicable permits and regulations related to the quality of this discharge. Ensuring our record remains 

strong is essential to controlling costs and preserving our reputation and license to operate. 

 

We are currently assessing the status of the equipment at all our plants that manages the release of 

water. This assessment checks the estimated remaining useful life of the equipment and its efficiency. We 

will use the results, which are due in December 2017, to determine next steps in managing water discharge 

issues. Over time, we expect regulations related to the quality of discharged water to become more 

stringent. This Company-wide review will also assist us in planning for the medium-term expected 

regulatory changes.  

 

 Contemporaneously with this assessment, we are conducting cost-benefit analyses of potential 

medium-term solutions, such as retrofitting plants with cooling towers and/or other systems that could 

reduce the temperature of discharged wastewater. However, retrofitting may require substantial capital 

investments that are not cost-effective. We may then end up needing to shut down plants before the end of 

their useful lives. If we cannot replace the generation capacity with other energy sources, such as wind, at a 

sufficient pace, we may need to increase rates and/or reduce generation capacity. We may not be able to 

meet demand, and, depending on regulatory approvals, we may not be able to pass cost increases through to 

customers. 

 

As we reduce our reliance on coal and transition to a larger share of renewable energy sources, we 

expect our water withdrawal and consumption to fall. For example, wind energy requires very little water 

to generate. This transition is expected to help mitigate many of the risks described in this section, but the 

transition itself may face a variety of obstacles, which we describe in the Greenhouse Gas Emissions & 

Energy Resource Planning section.   

 

 Wind and solar energy also require environmental tradeoffs when compared to other energy 

sources, such as coal and/or nuclear. For example, wind farms may create noise pollution or be considered 

unsightly by local residents. They also generally require large swaths of mostly unpopulated land that is 

located in areas with substantial, reliable wind. Still, they greatly reduce water consumption and GHG 

emissions. Given the regulatory constraints on our emissions and the likely increased regulation of our 

water usage, we expect to continue to pursue expanding our wind energy resources. As noted earlier, we 

are delaying a significant share of our renewable energy investments in order to leverage expected 

efficiency and storage advancements. If these advancements occur faster than we anticipate, we may need 

fewer wind farms than originally projected, or we may be able to rely primarily on solar power. The 

production of solar panels can negatively impact the environment, but the long-term, overall effect is less 

than that of coal. Solar panels can also be installed on existing buildings in many cases. 

 



The regulatory mandate for renewable energy alters the lifecycle tradeoff calculus. Although we 

attempt to reduce the impacts of these tradeoffs on the communities in which we operate, we must also 

comply with RPS requirements and other regulations, including possibly the CPP. These and other 

requirements restrict our ability to control some decisions that relate to lifecycle tradeoffs.  

 

Coal Ash Management 

 

Amount of coal combustion residuals (CCR), percentage recycled 

 

 Coal combustion residuals (CCR) are byproducts of our coal-fired plants’ electricity generation. 

Slightly less than half of CCR are recycled or re-used, primarily in the production of concrete, wallboard, 

and other building products. The remainder is stored in impoundments. The reduction in CCR over the last 

three fiscal years stemmed from (1) improved energy efficiency at plants, (2) energy conservation by 

customers, and (3) the conversion of two coal-fired plants to run on natural gas.  

 

In the long term, as we reduce our use of coal-fired plants, we expect to further reduce our CCR 

production. However, coal is likely to remain part of our energy-production portfolio for at least the 

medium term; therefore, CCR will also likely remain part of our operations. Over time, we expect CCR-

related regulations to become more stringent; to the extent that they do, our operating costs to store and/or 

manage CCR could increase. At the same time, we expect our recycling rates to remain steady. Costs 

savings and revenues from recycling and re-use help offset some of our operating costs, but expanded or 

more stringent regulations tend to increase our operating costs. It is not possible to precisely predict the 

costs we may incur to comply with future regulations, but CCR-related regulatory costs could be 

substantial. It is possible, therefore, that complying with such regulations could materially impact our 

financial results in a negative way. Based on current regulatory and industry trends, we believe the 

likelihood of this occurrence to be low, but these trends—and, as a result, our expectations—could change.  

 

 

Total number of coal combustion residual (CCR) impoundments and number by EPA 

Hazard Potential Classification, broken down by EPA structural integrity assessment 

 

 Within our operations, we have twenty-one total CCR impoundments, and they fall into the EPA 

Hazard Potential Classifications and EPA structural integrity assessment categories as follows: 

 

 Less Than Low 

Hazard Potential 

Low Hazard 

Potential 

Significant Hazard 

Potential 

High Hazard 

Potential 

Satisfactory 0 1 1 0 

Fair 1 6 5 0 

Poor 0 4 3 0 

Unsatisfactory 0 0 0 0 

 

We make substantial efforts to ensure our coal-fired plants comply with all CCR-related 

regulations, including those related to storage. Illinois regulations are, in some respects, stricter than federal 

regulations with respect to CCR impoundment design and construction. We recognize that nearly one-third 

of our impoundments are rated as “poor” according to the EPA structural integrity assessment. The three of 

these also classified as posing “significant” hazard potential were rated “poor” due, at least in part, to lack 

of information, and we are now working to provide the EPA with additional information so the agency can 

determine the impoundments’ true structural integrity.  

  

 Although we believe our CCR impoundment safeguards are sufficient, it is possible they may fail. 

In addition, events such as severe flooding could reduce those safeguards’ effectiveness. If our CCR 

impoundment facilities fail, we may face fines and/or other regulatory actions and civil suits, any of which 

 Year Ended December 31,  

Metric 2013 2014 2015 

Amount of coal combustion residuals (in thousands of metric tons) 830 800   770 

     Percentage recycled   46% 48%   46% 



could have a material, negative impact on our operations. As we reduce our use of coal to generate 

electricity, some of this risk will be mitigated. However, as noted, we expect coal to remain in our portfolio 

for the foreseeable future, and this risk to also remain.  

 

Community Impacts of Project Siting 

 

Number of projects requiring environmental or social modification, percentage of 

modifications resulting from formal public interventions or protests 

 

 Over the past three fiscal years, we have made modifications to one planned project for 

environmental or social reasons. In 2015, we modified the siting of the transmission lines for a planned 

wind farm to be located southwest of Chicago with a capacity of 105 megawatts. Residents of several 

communities, through which the lines would have passed, organized and participated in a series of 

demonstrations against the transmission lines. Ultimately, we resolved the conflict by agreeing to re-route 

the lines. Although the planned capacity of the plant remains at 105 megawatts, costs related to the 

modification total $1.22 million as of the time of this filing. These costs include delay, legal, and finance 

costs. We expect to incur additional costs, particularly related to re-routing, in both 2016 and 2017.  

 

 As L&L Power & Light continues to increase renewable-energy generation, our need to increase 

transmission capacity will also continue to grow. Therefore, in the future, we may face other public 

interventions or protests that incur these types of costs. It is not possible to predict how many such 

incidents may occur or what they will ultimately cost. As such, it is also possible that our financial results 

could be materially impacted in a negative way by these incidents.  

 

 Community engagement processes to identify and mitigate concerns regarding project 

environmental and community impacts 

 

 Our social license to operate depends, to a large degree, on our relationships with the communities 

in which we operate, and these relationships primarily depend on how our operations impact those 

communities. Throughout all stages of our assets’ lifecycles—including planning, permitting, construction, 

and operating—we work to engage with all relevant stakeholders to both understand and, when appropriate, 

address those assets’ impacts. In many cases, community engagement can serve as a risk-reducing 

investment because it helps us both serve the interests of our customers and helps to ensure long-term 

operational stability. 

 

 For our operations, primary oversight of power plant siting rests with local community zoning 

boards; the ICC, in conjunction with other state agencies, oversees transmission siting. Working with these 

local community zoning boards throughout assets’ lifecycles provides us insight into the views of local 

residents.  

 

 In the early stages of plant siting, we gather feedback on which environmental and/or social 

impacts are likely to be relevant to the community. Although these impacts are often similar from 

community to community, the issues of primary concern to residents can vary from location to location. At 

this point in the process, we focus on collecting information and answering questions related to topics such 

as the type of plant we are planning, its estimated size, and other high-level topics. As the process 

progresses, and plans develop in more detail, we are able to answer more specific questions about siting, 

such as the expected number of wind turbines or solar panels to be installed and other related details. At 

every stage, we explore all issues of concern to the local community and its zoning board. Examples of 

such issues include, but are not limited to: air emissions; potential risks to birds, bats, and wildlife habitats; 

and possible effects on property values and human health and safety.  

 

 Year Ended December 31,  

Metric 2013 2014 2015 

Number of projects requiring environmental or social modification 0 0     1 

Percentage of modifications resulting from formal public interventions     NA NA  100% 



 Throughout this process, we follow procedures we have developed internally that are designed to 

ensure we comply with application regulations. These regulations typically require environmental and/or 

community impact assessments. L&L Power & Light’s present policy is to conduct these assessments when 

required but not otherwise. In every community in which we now operate, some form of assessment is 

required. The results of these assessments, combined with regulatory requirements and the input we receive 

from communities, determine our next steps in managing impacts related to plant siting.  

 

 For plants under construction and in operation, we remain in regular contact with the appropriate 

agencies, including the local zoning board. During these stages, L&L Power & Light must balance 

regulatory requirements and costs with community concerns. When issues arise during these stages, we 

attempt to address them in the most cost-effective manner possible while also working to preserve and, if 

possible, enhance our reputation. Specific actions taken to mitigate the impacts of environmental and/or 

community impacts of planned and existing plants depend on the individual circumstances.  

 

Over the last three fiscal years, we have conducted the following engagement activities: 

 Held a series of public forums in four communities where we operate coal-fired 

plants; in response to concerns raised at these forums, we ultimately installed a 

number of environmental control technologies (as described in earlier sections) at 

these plants. 

 Participated in an ongoing dialogue with the local zoning board in a community in 

which we are planning a wind energy installation. As a result of this dialogue, we 

have delayed construction of the field while we and the board add detail to the 

proposed environmental-impact mitigation plan.  

 

 When siting transmission lines, we concentrate our efforts on collaborating with all the relevant 

groups, which include the ICC, the Illinois EPA, the Illinois Department of Agriculture, the State Historical 

Society, local communities, and other entities. Whenever possible, we attempt to co-locate our transmission 

lines with other suitable uses, such as wireless communication towers and pastures. Co-location efforts can 

moderately increase the amount of time required to secure permits and complete a project, but the process 

generally reduces overall risk by helping to prevent the need to revise plans, a process that can incur 

significant costs. This process also helps us avoid eminent domain issues, which can be expensive and 

time-consuming.  

 

 We are also taking a long-term view towards increasing transmission capacity in alternative ways. 

For example, we support research aimed at increasing the capacity of existing transmission lines through 

real-time temperature monitoring. We also expect that distributed generation will help reduce some of the 

need for additional transmission capacity. As such, we expect the overall risk related to transmission 

project sitings to fall with time. It is important to note, however, that this risk will not be eliminated. 

Additionally, improving transmission infrastructure will enable a faster transition to renewable energy 

generation; however, it will also require capital investment. As discussed earlier, there is no guarantee 

capital investments we make will subsequently be approved by the ICC for addition to the customer rate 

base.  

 

 Regardless of the stage they are in, all our projects may present risks and opportunities. We may 

not receive permits in the expected time frame or at all; we may have to substantially modify planned or 

existing projects. These and other risks can lead to increased costs and potential constraints on our ability to 

meet demand. We may also face reputational risk related to how we address environmental and community 

impacts of our facilities. At the same time, we can improve the overall environmental impact of electricity 

generation, increase the reliability of the electric grid and expand its capacity, and offer employment 

opportunities to local residents.   

 

 As of the time of this filing, we believe our strategy to identify and mitigate environmental and 

community concerns effectively reduces the risk to our financial results. However, this assessment may 

prove incorrect, and the impacts of these concerns may be substantial. Actively engaging with the 

community improves our understanding of our customers’ concerns, which helps us better serve them and 

which enhances our brand; it also allows us to improve our future planning, thereby increasing efficiency. 



In addition, we believe environmental regulation will expand and become more stringent over time and that 

public awareness of environmental issues may concurrently increase. To the extent that these trends 

materialize, we may face greater resistance to new and existing projects than we do now. The effects of 

such resistance on our operations and financial results could be substantial, and it is not now possible to 

estimate the probability or strength of this resistance.  

 

Workforce Health & Safety 

 

 Total recordable injury rate (TRIR), fatality rate, and near miss frequency rate (NMFR) 

 

 Our goal is for all L&L Power & Light employees and contractors to work in a completely safe 

environment. We encourage everyone to put safety first. Employees are trained on an ongoing basis to 

identify and report both potential safety hazards and near-miss incidents. Supervisors and managers receive 

additional training that covers the importance of reinforcing a safety-first workplace culture. Both 

employees and contractors have access to several pathways through which they can report—anonymously, 

if they so choose—near-miss incidents. The incidents are then investigated to determine the root cause, and 

the results of these investigations influence risk-reduction initiatives and processes. We educate all 

employees on what constitutes a near-miss incident, and we encourage them to report all incidents they 

believe match the definition. Indeed, we encourage them to report near-miss incidents so that we can better 

understand the safety of our operations. We see the near-miss rate as providing valuable insight that allows 

us to take action and prevent recordable injuries and fatalities. Over the past three fiscal years, our near-

miss frequency rate has increased, but our total recordable injury rate has fallen. The entire safety-reporting 

program is non-punitive. In addition, we do not incentivize managers or supervisors based on their 

performance on safety-related outcomes because this practice can encourage underreporting.  

 

End-Use Efficiency & Demand 

 

 Percentage of electric load served by smart grid technology 

 

 Smart grid technology is key to our energy-efficiency and infrastructure-planning efforts. 

Approximately sixty percent of our customers now have smart meters, and we expect this percentage to 

continue to increase with time. We have also installed distribution monitoring and automation systems as 

well as distributed power flow control devices. The technology installed within our plants and transmission 

systems is intended to both increase the efficiency of generation and transmission and improve 

incorporation of distributed generation.  

 

 We offer customers multiple ways to access information that can help them conserve energy. For 

example, they can sign up for our web portal to see daily updates on their usage. They can also sign up to 

receive free text alerts about approaching peak-time surcharges; this information gives them the 

opportunity to reduce their consumption accordingly and potentially reduce their overall bill. At the time of 

this filing, commercial customers are more likely than residential customers to sign up for and regularly use 

the web portal; residential customers participate at much higher rates in the text-update program than do 

commercial customers.  

 

 We are currently piloting the use of in-home usage displays that are linked to an external smart 

meter. Customers can view near-real-time updates on their usage, estimated hourly costs based on that 

usage, and alerts for upcoming dynamic pricing events. Some research indicates these displays influence 

customers to conserve energy more than smart meters alone do. Depending on the pilot program’s results, 

we may expand the availability of these displays. This pilot program highlights some of the opportunities 

related to smart grid technology: conservation, smoothing of the demand curve, and increased cost-

effectiveness of electricity generation (primarily by reducing the need for peaking plants, which operate at 

 Year Ended December 31,  

Metric 2013 2014 2015 

Total recordable injury rate (TRIR) .35 .31    .29 

Fatality rate      0 0    .03 

Near miss frequency rate (NMFR) .21 .24 .26 



a high cost relative to other plants). Expanding this program, which would require regulatory approval, 

would allow us to achieve many of the benefits listed here as well as better meet customer expectations.   

 Challenges also exist to the deployment of smart grid technologies, many of which concern 

security, privacy, energy costs, and safety. Some customers have expressed concern that the smart grid is 

more vulnerable to cyber attacks than the traditional grid; others have expressed concern that their personal 

information will be exploited and/or that they will face substantially higher energy costs. Some customers 

have also opposed smart meters on the grounds that they emit radiation that these customers believe may be 

harmful. We have made significant investments to educate the public about the steps we are taking to 

ensure the smart grid is secure, their data is used appropriately, and costs remain in check. We also offer 

customers the ability to opt-out of a smart meter, but we do charge them a fee to offset the costs this 

creates. 

 

 Customer electricity savings from efficiency measures by market 

 

The Illinois Power Agency Act (IPAA) 220 ILCS 5/8-103 regulates aspects of our energy-

efficiency efforts. At the time of this filing, we are required to implement cost-effective efficiency 

measures to save two percent compared to the previous year, each year going forward. We are also required 

to implement demand-response measures to reduce peak demand by .1 percent compared to the previous 

year. This requirement began in 2008 and continues for ten years; it applies to eligible retail customers. 

Thus far, we have met or exceeded the goals set forth in that legislation, including those related to 

reductions in peak demand and those related to demand-response programs. We have also met requirements 

related to filing plans with the ICC and have had such plans successfully approved each year since the 

implementation of the regulation. We have achieved these efficiency goals through measures described 

throughout this portion of the MD&A, particularly in the Greenhouse Gas Emissions & Energy Resource 

Planning section.  

 

Although the IPAA does not provide direct positive financial incentives to save energy, it enacts 

penalties, primarily in the form of fines, for failure to comply. The IPAA does allow for recovery of costs, 

subject to ICC approval, for energy efficiency and demand-response programs. As these programs reduce 

energy consumption, our revenues are likely to decline. Our efficiency- and conservation-focused 

consulting services help counterbalance some of this decline but not all of it; they also ultimately lead to 

reduced consumption.  

 

Our present rate structure does not include a provision, such as a lost revenue adjustment 

mechanism, to de-couple generation from revenues. We plan to submit a rate case to the ICC in 2016 that, 

if approved, would implement both a lost revenue adjustment mechanism and financial incentives for 

achieving and/or exceeding energy efficiency performance targets. These rate mechanisms would enable us 

to more aggressively invest in energy-efficiency programs while also reducing risk related to declining 

revenues.   

 

 Complying with the IPAA incurs costs, and failure to comply would also incur costs, both 

financial and reputational. We make substantial efforts to comply with this and other applicable 

regulations, but it is possible these efforts will not succeed and we will be subject to fines and/or other 

penalties. To the extent that this occurs, our reputation may be harmed, and our financial results may be 

affected in a material, negative way.   

 

 

 

 

 Year Ended December 31,  

Metric 2013 2014 2015 

Percentage of electric load served by smart grid technology  47% 50%    53% 

 Year Ended December 31,  

Metric 2013 2014 2015 

Customer electricity savings from efficiency measures, Illinois (in thousands 

of megawatt hours) 
 1,176 1,213 1,279 



Nuclear Safety & Emergency Management 

 

 Nuclear power, the source for approximately half the power we now generate, will likely remain a 

key element in our electricity-generation portfolio for at least the medium term, if not the long term. 

Nuclear power can pose risks to the surrounding communities, and if an accident were to occur, it could 

materially negatively impact our financial results, so ensuring safe nuclear operations is essential to our 

continued success as a firm.   

 

Total number of nuclear power units, broken down by the Nuclear Regulatory Commission 

(NRC) Action Matrix Column 

 

At the time of this filing, we operate one nuclear power plant that has three units; all three units 

are in full compliance with the law and therefore fall into the “first” level of the Nuclear Regulatory 

Commission (NRC) Action Matrix. Failure to comply with NRC requirements could result in fines, or the 

closure of a nuclear power unit until compliance is achieved. Failure to comply could also threaten our 

social license to operate. To the extent that the NRC expands or strengthens regulations, our operating costs 

could increase, and we may need to make substantial capital expenditures. 

 

 Efforts to manage nuclear safety and emergency preparedness 

 

 Maintaining safety at our nuclear plants is essential to protecting local residents, the environment, 

and our employees, as well as preserving our license to operate. As such, we work to comply with all 

applicable regulations and to institute and perpetuate a safety culture based on the NRC’s Safety Culture 

Policy Statement. Examples of our efforts to institute each trait include but are not limited to: 

 

Leadership safety values and actions: Safety is always discussed at every pre-shift meeting. When 

making management decisions, the L&L Power & Light leadership team prioritizes safety over costs and 

production goals. The leadership team also regularly reviews all concerns raised by employees as well as 

external assessments of safety practices.  

 

 Problem identification and resolution: Every employee is trained to look out for potential safety 

issues and to report and/or investigate any potential issues without delay. Designated safety officers and the 

plant’s safety manager co-ordinate collaborative safety investigations and communicate their status to all 

relevant parties.  

 

 Personal accountability: Every employee is trained to understand that safety is part of everyone’s 

job; this principle is reinforced at many touch points. 

 

 Work processes: When designing, modifying, and reviewing processes, managers always consider 

safety as the first criterion. Only process changes that maintain or increase the level of safety are 

implemented.  

 

 Continuous learning: All supervisors, managers, and safety officers regularly participate in safety-

related learning activities; other employees are encouraged to participate in these activities and may be 

eligible for performance incentives for doing so. 

 

 Year Ended December 31,  

Metric 2013 2014 2015 

Total number of nuclear power units: Licensee Response Column     3 3      3 

Total number of nuclear power units: Regulatory Response Column     0 0      0 

Total number of nuclear power units: Degraded Cornerstone Column     0 0  0 

Total number of nuclear power units: Multiple/Repetitive Degraded 

Cornerstone Column 
0 0 0 

Total number of nuclear power units: Unacceptable Performance Column 0 0 0 



 Environment for raising concerns: L&L Power & Light’s policies protect employees from any 

kind of reprisal for identifying, communicating, or otherwise calling attention to safety concerns. Any 

person receiving a report of a policy violation must initiate and oversee an investigation of the matter.    

 

 Effective safety communications: All communications to employees include a reminder of the 

importance of safety and our safety policies and expectations.  

 

 Respectful work environment: When hiring, training, and evaluating employees, we emphasize 

how they treat others and the extent of their willingness to collaborate. We also work to create an 

environment in which employees share their honest opinions on the quality of the work environment 

without fear of reprisal. 

 

 Questioning attitude: Employees are trained to monitor themselves, the conditions in which they 

are working, the technologies they are using, and the assumptions underlying their colleagues’ positions.  

They are also trained to prepare for potential mistakes and previously unidentified risks.  

 

 This culture plays a significant role in our efforts to identify, report, and assess initiating events 

and event sequences related to safety and emergency preparedness. In addition to working to comply with 

all applicable regulations, we devote substantial resources to analyzing potential risks, planning and 

practicing our response, and analyzing our performance.   

 

 To analyze potential risks, we collect quantitative and qualitative data on an ongoing basis on 

many aspects of our operations, performance, and safety. We employ both data analysts and analytics 

software to derive insights from this data that, in turn, helps avert initiating events and event sequences. 

This analysis is combined with safety research from both within and outside the nuclear industry, and 

analysts regularly convene with their peers to better understand trends and best practices.  

 

Over the last five fiscal years, we have made substantial investments in monitoring systems and 

automation systems that both collect this data and simultaneously help counter the risk of human error. 

These systems are not flawless, however, and we have implemented them only after careful study and 

testing. In many cases, the primary benefit of these systems is the increased time they give operators to 

respond to potential issues. These systems also provide data for our analysts and, therefore, help enhance 

our ability to analyze events that could be predictive of initiating events or event sequences. 

 

 Our analysis program and our safety culture combine to support our emergency planning and 

preparedness. We develop plans in conjunction with local public health agencies and other entities, and we 

solicit feedback from the public when appropriate. On a regular basis, we conduct drills at our plants during 

which employees practice the procedures they would follow in the event of an emergency. These drills are 

invaluable practice; through them, we have discovered ways to enhance the efficiency and effectiveness of 

procedures. We have also identified potential points of confusion and clarified procedures.  

 

 As part of our emergency preparedness, we work with the relevant government agencies to 

communicate to members of the public what they would need to do in the event of an emergency. Over the 

last three fiscal years, we have researched potential ways to leverage technology to improve the content of 

these communications and expand their reach. 

 

 To ensure our planning and emergency preparedness systems function effectively, we engage in a 

three-tier quality assurance program. First, the employees who perform the planning, analysis, drills, and 

communication are responsible for ensuring quality. Second, an internal quality assurance team monitors 

the work of these employees and provides feedback and suggestions for improvement. Third, a dedicated 

group audits the processes and procedures of the first two groups. Over the last five fiscal years, this group 

has found no significant deficiencies in need of correction. It has, however, identified seven potential 

improvements, and we have implemented each of them.  

  

 At the time of this filing, we believe our safety and emergency preparedness efforts meet our 

safety goals and objectives. It is important to emphasize that we are always working to improve our safety 



and emergency preparedness programs and systems, so our standards are continuously ascending. It is also 

important to note that these measures may fail and, if they do, our license to operate could be at risk, and 

our financial results could be materially impacted in a negative way. 

 

Grid Resiliency 

 

 Number of incidents of non-compliance with North American Electric Reliability 

Corporation (NERC) Critical Infrastructure Protection standards 

 

As the role of information technology in the generation and transmission of electricity expands, 

new vulnerabilities may arise. To help protect our operations against these vulnerabilities, we consistently 

make significant investments in cyber security; these investments cover a wide range of equipment, 

software, and activities, many of which relate directly to the Critical Infrastructure Protection (CIP) 

standards set by the North American Electric Reliability Corporation (NERC). On two occasions in 2015, 

our internal processes designed to test for CIP compliance identified a potential incident of non-

compliance. We investigated both incidents and took minor corrective action necessary to address them. 

Neither incident was found to be non-compliant with the applicable standards. In the last eight fiscal years, 

we have had no incidents of non-compliance with these standards.  

 

 We recognize the impact that cyber security can have on our ability to serve customers and our 

long-term viability. Although we have had no incidents of CIP non-compliance in some time, we may have 

one or more in the future. Costs to ensure compliance with CIP standards may increase, and we may incur 

fines if we are found to be out of compliance. We do not now expect these costs to have a material negative 

impact on our financial results, and we generally estimate them to be much lower than the potential costs a 

cyber attack could incur. Such an attack could result in our financial results being materially impacted in a 

negative way.  

 

 System Average Interruption Index (SAIDI), System Average Interruption Frequency Index 

(SAIFI), and Customer Average Interruption Duration Index (CAIDI), inclusive of major event days  

 

 All our customers expect electricity service to be uninterrupted. Frequent and/or significant 

interruptions could put our social license to operate at risk and/or raise questions from regulators, 

consumers, or others about our operations. At the same time, some factors affecting our ability to provide 

electricity on a continuous basis are out of our control. For example, in 2015, a severe storm created 

extremely high winds and large amounts of snow and ice, leading to an outage affecting 7,000 customers 

for three days. Direct costs associated with this outage total approximately $1 million in lost revenues and 

repairs. To help prevent a similar event from having a similar impact, we have reviewed and, in some 

cases, revised (1) tree-trimming schedules to keep rights-of-way clear, (2) plans to place some distribution 

and transmission lines underground, and (3) other maintenance practices.  

 

 Events like this are rare, but they do occur. It is possible they will become more frequent in the 

future as severe weather becomes more common. The impacts of these kinds of events could have a 

materially negative effect on our financial results, and the size of that effect may increase with time. 

Implementing measures to mitigate these potential impacts also incurs costs and, therefore, may also affect 

our financial results. These costs could be substantial enough to materially affect our financial results, 

under some circumstances.  

 

 Year Ended December 31,  

Metric 2013 2014 2015 

Number of incidents of non-compliance with North American Electric 

Reliability Corporation (NERC) Critical Infrastructure Protection standards 
 0 0     0 

 Year Ended December 31,  

Metric 2013 2014 2015 

System Average Interruption Duration Index (SAIDI) (in minutes) 123 131    234 

System Average Interruption Frequency Index (SAIFI)    1.1 1.1     1.4 

Customer Average Interruption Duration Index (CAIDI) (in minutes) 112 119   167 



Management of the Legal & Regulatory Environment 

 

 Policies and processes to identify and manage potential ethical violations resulting from 

interactions with utility commissions 

 

 At L&L Power & Light, all employees are expected to comply with both the letter and the spirit of 

all applicable laws, regulations, and ethics codes. Our internal Compliance Council (CC), which is chaired 

by our Chief Compliance Officer and Chief Sustainability Officer, oversees all compliance matters; the CC 

makes regular reports to the Board of Directors, both at regularly scheduled meetings and at any and all 

other times the CC deems appropriate. The Board and the CC carefully review these reports to determine 

next steps. Furthermore, we have specific policies and processes related to employee interactions with 

regulators, which includes the ICC. 

  

Our policies and processes cannot cover every possible situation our employees may encounter; 

they are ultimately responsible for exercising good judgment and erring on the side of caution. When 

recruiting and interviewing employees, we explore scenarios they may encounter that would require the 

candidate to make an ethics-related decision. During training, we take a similar scenario-based approach. 

The level of detail included in employee training varies based on the role. For example, employees who 

interact with regulators receive more intricate training than those in other positions. All employees receive 

refresher training at least annually, and some employees do so as frequently as quarterly. We also work 

closely with suppliers and contractors to ensure they are suitably trained.  

 

We do not offer rewards to any employee, at any level of the organization, for regulatory 

compliance. Rather, regulatory compliance is considered fundamental to an employee’s job performance. 

Failure to comply is grounds for dismissal, and no one may be dismissed for reporting a potential violation. 

Moreover, employees may be dismissed if they attempt to harass, punish, or in any way harm someone 

either within or outside L&L Power & Light who has reported a potential violation. 

 

 If employees are uncertain how to handle a situation, they are expected to communicate as soon as 

practicable with the Compliance Office. Employees can contact the office by phone, email, web contact 

form, and in person. There are channels through which Compliance Office can be contacted entirely 

anonymously. Failure by an employee to communicate with the office is also grounds for dismissal, but we 

recognize that detecting and supporting such failure with evidence presents challenges. The Compliance 

Office accepts reports from any person, including but not limited to employees, former employees, 

contractors, and members of the general public, and the office’s staff investigates all reports.  

 

 L&L Power & Light maintains a Political Action Committee (PAC), Light the Future, to help 

inform regulators about our positions on regulatory and policy matters. (This PAC is discussed in more 

detail in a subsequent section.) All employees may contribute to the PAC, but such contributions are 

neither required nor monitored. Employees may also contribute to any other political or charitable cause 

they deem appropriate. However, employees may not discuss any Light the Future contributions with any 

member of any group with regulatory, governing, or similar oversight of L&L Power & Light, and only 

certain PAC employees may discuss PAC matters with members of these groups.  

 

 Employees who interact directly with regulators are required to keep careful records of matters 

discussed and submit these records to the Compliance Office within two business days of the interaction. 

Office staff members review these records and contact employees immediately if they detect a potential 

issue. Office staff also uses these records, in combination with other data sources, to refine our policies, 

processes, and training programs. Other data sources include employee feedback, employee questions, 

public comments and questions, and any other relevant, available source. In the last three fiscal years, we 

have made significant changes to some of our training programs to clarify certain points that often led to 

employee questions and to reinforce certain practices of which employee awareness seemed less than ideal.  

We have also made investments to enhance and streamline the technology employees can use to contact the 

Compliance Office and in the technology the office itself uses.   

 



 Ensuring ethical behavior by all employees is a complex, ongoing process. Although we believe 

our current strategy is sufficient to meet our requirements, past performance is no guarantee of future 

performance. Risk remains, and ethical violations could have a material, negative impact on our financial 

results. 

 

 Amount of legal and regulatory fines and settlements associated with allegations of violations 

resulting from interactions with utility commissions 

 

 Over the past three fiscal years, we have not been required to pay any fines or settlements 

associated with any aspect of our interactions with utility commissions. However, it is possible we may 

have to pay such fines or settlements in the future, and they could be substantial enough to materially 

impact our financial results. We strive, through the ethics policies and processes described above, to reduce 

the probability of such fines or settlements being levied against us. As noted, these initiatives are no 

guarantee against fines, settlements, or other financial impacts related to improper interactions with utility 

commissions. 

 

 Our positions on the regulatory and political environment related to environmental and 

social factors and our efforts to manage risks and opportunities presented 

 

 As an electric utility, we operate in a complex regulatory and political environment, and our 

operations create both environmental and social impacts. These impacts are attracting increased attention 

from many sources, including politicians, regulators, non-profits and non-governmental organizations, and 

consumers. We cannot precisely predict, nor can we can control the effects of this increased attention on 

our operations, but we analyze the related risks and opportunities on an ongoing basis to ensure our 

business is prepared to mitigate or capitalize on them, respectively. 

 

 The risks to our operations related to environmental regulation may increase or decrease with the 

outcome of the upcoming U.S. presidential election. Although we do not support any particular political 

candidate at any level of government or in any race, we generally prefer candidates who will support 

legislation we perceive to benefit the Company. At present, we perceive stricter environmental regulations 

to present some risk related to costs and substantial opportunities, depending on their implementation. In 

particular, we support a cap-and-trade system to help control GHG emissions. Such a system could increase 

our costs, but we expect it would also increase our revenues, primarily through the sale of credits. The net 

effect on our financial results would depend on multiple factors, but we believe it would likely be positive. 

Regulations of non-GHG gases can increase our costs, but they can also improve our reputation and the 

relationships with the communities in which we operate.  

 

Relative to increased or more stringent environmental regulation, reversal of existing regulations 

creates greater risk to our results of operations. We have made significant investments to reduce our 

emissions of GHGs, non-GHGs, and other substances that can affect the environment, and we believe these 

investments will enhance our reputation and reduce risks related to fines and/or lawsuits. Similarly, we 

have invested in programs to ensure compliance with RPS and achieve these same goals. To the extent that 

these regulations and requirements are reduced in stringency or removed altogether, those investments will 

lose some value. If such reduction or removal occurs, we would not, for example, convert our natural gas 

plants back to coal. However, we might slow our future investments in renewable energy projects, because 

of potentially increased risk that these investments would not be financially justifiable in the short to 

medium terms.  

 

 In general, we support all existing environmental regulations, and we would likely support more 

stringent forms of these regulations, assuming sufficient time to implement them is provided for. The 

EPA’s final rule on effluent standards for the steam electric power generating industry, issued in September 

 Year Ended December 31,  

Metric 2013 2014 2015 

Legal and regulatory fines and settlements associated with allegations of 

violations resulting from interactions with utility commissions 
$0  $0     $0 



2015, will require us to invest in technology for one of our coal-fired plants. We support this regulation’s 

intent, but the implementation timeline will likely prove challenging and may raise short-term costs.  

 

 Distributed generation is increasing, especially as solar panels become more affordable and 

efficient. We support this trend as long as sufficient measures are taken to ensure recovery of grid-related 

costs. If regulators do not approve investments made to the grid, risk exists that our operating costs may 

increase because we will be unable to add the capital expenditures to the rate base. To the extent that 

regulators do approve such measures, we believe distributed generation will help us avoid some costs 

associated with infrastructure expansion, upgrades, and maintenance. These avoided costs could be 

substantial. Distributed generation can also help us reduce our GHG and non-GHG emissions, and in 

combination with a cap-and-trade system, may benefit the Company financially. In the absence of such a 

system, however, it is not possible to predict to whom the credit would accrue. As such, the size of such a 

benefit is also not possible to predict. If regulations fail to address issues inherent in distributed generation, 

we could face significant financial risk. As such, we have engaged in significant lobbying through our 

PAC, Light the Future, on this issue.  

 

 Cyber security is another source of potential risk. We support laws and regulations that can 

enhance the detection, tracking and apprehension of cyber criminals. We also support laws that can more 

effectively define cyber crimes. Regardless of regulatory and legal action, though, we continue to make 

substantial investments to ensure the security of our facilities, customers, and employees. At present, we do 

not consider any opportunities related to cyber crime to have the potential to materially affect our financial 

results.  

 

 Overall, we believe that sound environmental and social regulations can help us improve our 

operations, our reputation, and our long-term financial performance. We manage these opportunities and 

risks through several means. 

 

 Our Light the Future PAC supports the policies that would enhance these opportunities by 

engaging in direct lobbying. It does not make contributions to specific candidates; instead, contributions go 

to groups supporting or opposing relevant ballot measures. Light the Future also does not engage in grass 

roots lobbying because we believe such an activity can create public misperceptions about who is 

supporting which issue. We prefer to avoid incurring this risk. In all public communications, Light the 

Future clearly identifies that L&L Power & Light is the primary financial supporter of its operations. In 

2015, we donated a total of $177,000 through our PAC in roughly equal amounts to the U.S. Solar Energy 

Association, the U.S. Wind Energy Society, and the Renewable Energy Council. In 2013 and 2014, we 

made similarly sized donations to these three groups.  

  

 Separately from our PAC, and to the extent practicable, legal, and ethical, we submit comments 

and/or provide testimony to regulatory/legal bodies in support of or opposition to various issues. In some 

cases, we employ former employees of regulatory agencies to help us both understand specific issues and 

assess and determine our positions on these issues. These employees may also help our executives prepare 

for providing testimony to the regulatory/legal bodies.  

 

 Through our PAC and our internal government affairs function, we monitor emerging issues in the 

regulatory and political environment. At present, we are not aware of any emerging issues that are likely to 

have a material impact on our financial results that we have not already discussed elsewhere in this filing. 

 

 Based on publicly available information, we believe our positions on many environmental and 

social issues to be similar to those of two of our ten largest competitors. When we compare ourselves to the 

other eight of our ten largest competitors, we believe our positions to be more environmentally and socially 

progressive. We believe our positions align with those of other electric utilities that also see the 

opportunities of increasing sustainability. We are, in general, less financially reliant on coal as a power 

source than some utilities, and this difference allows us to more proactively invest in solar, wind, and other 

renewable energy sources. Philosophically, we also believe that socially and environmentally responsible 

business practices help us enhance both our reputation and our long-term financial results.   

 



Table 1. Summary of Quantitative Accounting Metrics  

 Year Ended December 31,  

Disclosure Topic   2013 2014 2015 

Greenhouse Gas Emissions 

& Energy Resource Planning 

Gross global Scope 1 emissions (in millions of metric tons CO2-e) 1.66 1.48 1.39 

     Percentage covered under emissions-limiting regulations 0% 0% 0% 

     Percentage covered under emissions-reporting regulations 83% 83% 83% 

Number of customers served in markets subject to RPS 100% 100% 100% 

Percentage fulfillment of RPS target in Illinois 21% 26% 35% 

 
Air emissions of NOx (in thousands of metric tons) 51          47 47 

     Percentage in or near areas of dense population        83%  77% 77% 

Air Quality 

Air emissions of SOx (in thousands of metric tons) 87 83 83 

     Percentage in or near areas of dense population 83% 77% 77% 

Air emissions of PM10 (in thousands of metric tons) 18 14 14 

     Percentage in or near areas of dense population 80% 77% 77% 

Air emissions of Pb (in thousands of metric tons) .18 .13 .13 

     Percentage in or near areas of dense population 73% 64%  59% 

Air emissions of Hg (in thousands of metric tons) .29 .21 .21 

     Percentage in or near areas of dense population 73% 64% 59% 

Water Management  

Total water withdrawn (in thousands of m3)        288 275 260 

     Percentage in regions with High or Extremely High Baseline Water 

Stress 
        99%        99% 99% 

Total water consumed (in thousands of m3)         10 9 9 

     Percentage in regions with High or Extremely High Baseline Water 

Stress 
        99% 99% 99% 

Number of incidents of non-compliance with water quality and/or quantity 

permits, standards, and regulations 
          3 1 7 

Coal Ash Management Amount of coal combustion residuals (in thousands of metric tons)         830 800 770 



Table 1. Summary of Quantitative Accounting Metrics  

 Year Ended December 31,  

Disclosure Topic   2013 2014 2015 

CCR impoundments by 

EPA Hazard Potential 

Classification and EPA 

structural integrity 

assessment 

Less than Low Hazard 

Potential 

Low Hazard Potential Significant Hazard 

Potential 

High Hazard Potential 

Satisfactory 0 1 1 0 

Fair 1 6 5 0 

Poor 0 4 3 0 

Unsatisfactory 0 0 0 0 
 

    

Community Impacts of 

Project Siting 

Number of projects requiring environmental or social modification           0 0 1 

     Percentage of modifications resulting from formal public interventions         NA NA 100% 

Workforce Health & Safety 

Total recordable injury rate (TRIR)         .15 .16 .15 

Fatality Rate           0 0 .03 

Near miss frequency rate (NMFR)         .24 .26 .24 

End-Use Efficiency & 

Demand 

Percentage of electric load served by smart grid technology         47% 50%  53% 

Customer electricity savings from efficiency measures, Illinois (in 

thousands of megawatt hours) 
      1,176 1,213 1,279 

Nuclear Safety & Emergency 

Management 

Total number of nuclear power units: Licensee Response Column           3 3 3 

Total number of nuclear power units: Regulatory Response Column           0 0 0 

Total number of nuclear power units: Degraded Cornerstone Column           0 0 0 

Total number of nuclear power units: Multiple/Repetitive Degraded 

Cornerstone Column 
          0 0 0 

Total number of nuclear power units: Unacceptable Performance Column           0 0 0 

Grid Resiliency 

Number of incidents of non-compliance with North American Electric 

Reliability Corporation (NERC) Critical Infrastructure Protection Standards 
          0 0 0 

System Average Interruption Duration Index (SAIDI) (in minutes)         123 131 234 

System Average Interruption Frequency Index (SAIFI)          1.1 1.1 1.4 

Customer Average Interruption Duration Index (CAIDI) (in minutes)         112 119 167 

Management of the Legal & 

Regulatory Environment  

Legal and regulatory fines and settlements associated with allegations of 

violations resulting from interactions with utility commissions 
         $0 $0 $0 

     



 

Table 2. Activity Metrics Year Ended December 31,  

Metric 2013 2014 2015 

Number of residential customers served (in millions) 1.09 1.12     1.13 

Number of commercial customers served (in millions)   .41   .41       .42 

Length of transmission and distribution lines (in thousands of circuit kilometers) 104 104      106 

Total electricity generated (in millions of megawatts) 39 40       40 

     Percentage from coal 18.5% 17.5%     16% 

     Percentage from natural gas 25.5% 27%    26.25% 

     Percentage from nuclear 51% 49%     49% 

     Percentage from other renewables (wind and solar) 5% 6.5%     8.75% 

     Percentage in regulated markets 100% 100%    100% 


