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INTRODUCTION  1 

Q. Please state your name and business address. 2 

A. My name is Agnes A. Mrozowski and my business address is 500 East Monroe 3 

Springfield, IL 62701.  4 

 5 

Q. By whom are you employed and in what capacity? 6 

A. I am employed by the Illinois Department of Commerce and Economic 7 

Opportunity (DCEO) as the Assistant Deputy Director of the Illinois Energy 8 

Office. 9 

 10 

Q. Please describe briefly your educational background and work experience. 11 

A. I hold a Bachelor’s of Arts in Communications, from the University of Illinois – 12 

Springfield, Illinois. 13 

 14 

 I began working at DCEO in November 2009.  I am responsible for preparing and 15 

implementing policy for the Energy Office, planning and directing new programs, 16 

supervising staff, coordinating marketing and outreach efforts for the Energy 17 

Efficiency Portfolio program, and planning and overseeing the Energy Office’s 18 

approximately $100 million annual budget.  I served as Acting Deputy Director 19 

for a 9 month period during a vacancy in the Deputy Director Office.   I have 20 

previously worked at JP Morgan Chase as a Vice President in Retail 21 

Management. 22 
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 23 

Q. What is the purpose of your testimony? 24 

A. The purpose of my testimony is to present an overview of the Department of 25 

Commerce and Economic Opportunity’s portion of the energy efficiency portfolio 26 

and its implementation plan.  I present the policy positions behind the 27 

Department’s plan and explain how these are reflected in the energy efficiency 28 

programs and measures associated with DCEO’s part of the portfolio.   29 

 30 

DCEO – OVERVIEW OF PLAN AND WITNESSES 31 

Q. Please provide a summary of your testimony. 32 

A. First, I explain DCEO’s role in the implementation of the Energy Efficiency 33 

Portfolio Standard (“EEPS”) as required by Sections 8-103 and 8-104 of the 34 

Public Utilities Act.  I describe the Department’s proposed energy efficiency 35 

programs, the efficiency measures associated with each, and explain the process 36 

by which we selected these programs.  I explain DCEO’s recommended approach 37 

with respect to the evaluation, measurement and verification of energy savings 38 

related to the portfolio and why DCEO needs to maintain the flexibility to adjust 39 

its programs during the three year planning period.  My testimony outlines how 40 

DCEO’s programs will interact with the utilities and the areas that are unique to 41 

our portion of the portfolio.  Finally, I will present DCEO’s recommendations 42 

regarding specific aspects of the implementation of the EEPS. 43 

 44 
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Q. Please briefly describe the attachments to your testimony. 45 

A. There are two Attachments to my testimony.  Attachment 1 is the Department’s 46 

overall plan presented in a single document.  It includes an executive summary as 47 

well as a narrative explanation of the different components of DCEO’s portion of 48 

the energy efficiency portfolio.   49 

 50 

Attachment 2 is a spreadsheet that provides an overview of the Department’s 51 

budget and associated energy savings for DCEO’s efficiency portfolio plan.  It is 52 

designed to be an easy reference for the critical numbers involved in the plan.  53 

Included after the overall chart are a series of additional spreadsheets specific to 54 

each utility that were provided to the utilities for filing with their plans. 55 

 56 

Q. What other witnesses is the Department presenting? 57 

A. The Department’s filing contains three additional expert witnesses who cover the 58 

various aspects of the Department’s energy efficiency portfolio and plan.  These 59 

witnesses, and the subjects they cover, are outlined below: 60 

 John Cuttica, (DCEO Ex. 2.0).  Mr. Cuttica is the Director of the 61 

University of Illinois-Chicago Energy Resources Center and is responsible 62 

for the development and implementation of the Center's programs in 63 

energy and environmental sustainability, distributed generation, bio-64 

energy, and alternative energy sources.  His testimony presents the Public 65 

Sector programs, both the core programs and targeted programs.   66 
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 David Baker (DCEO Ex.3.0 and DCEO Ex. 4.0).  Mr. Baker is the 67 

Manager of the Department’s Energy Division.  He presents the Market 68 

Transformation and Low Income programs. 69 

 Stefano Galiaso (DCEO Ex. 5.0).  Mr. Galiaso is an Engineer at the ERC 70 

where he performs energy assessments and supports research on 71 

distributed generation (DG) and combined heat and power (CHP) 72 

technologies and concepts for the regional Midwest Clean Energy 73 

Application Center (MAC).  His testimony explains the cost modeling the 74 

Department undertook in planning in its programs and a brief overview of 75 

the DCEO potential study. 76 

 77 

Q. What is DCEO’s overall recommendation to the Commission in this 78 

proceeding? 79 

A. DCEO respectfully requests that the Commission approve DCEO’s Energy 80 

Efficiency programs and implementation plan for its portion of the overall Energy 81 

Efficiency Portfolio as presented herein.  My specific recommendations are 82 

included at the end of my testimony. 83 

 84 

DCEO – BACKGROUND 85 

Q.  Please describe the role of DCEO’s Illinois Energy Office. 86 

A. The Illinois Energy Office creates jobs and stimulates economic development in 87 

Illinois through programs and policies that spur investment in Illinois' economy.   88 
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These programs and policies benefit the Illinois economy, improve the 89 

environment and increase Illinois’ energy independence.  The Office is 90 

recognized by the U. S. Department of Energy as the official State Energy Office 91 

for Illinois. 92 

   93 

DCEO PROGRAM DESIGN 94 

Q. Please provide an overview of the DCEO portion of the portfolio. 95 

A. The DCEO portion of the overall portfolio covers the same areas that it did in its 96 

first and second three-year energy efficiency plans:  the public sector (municipal, 97 

K-12 schools, community colleges, universities and State and Federal facilities), 98 

the low-income sector and market transformation programs.  DCEO will serve the 99 

public and low-income sectors with incentive programs where grants or rebates 100 

are offered to those consumers that choose to participate in different energy 101 

efficiency programs.  The market transformation programs are included to support 102 

both the Department’s and utilities’ incentive programs in the short term and to 103 

ensure the long term viability of the EEPS as a whole by educating consumers and 104 

training building industry professionals on the merits and functionality of energy 105 

efficiency. 106 

 107 

Q. Why did DCEO select these three areas? 108 

A. These areas were chosen based on the following factors: 109 

 Statutory requirements that apply to DCEO, 110 
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 The Department’s experience with energy efficiency programs and 111 

discussions with the Stakeholder Advisory Group, 112 

 DCEO’s ability to leverage its current programs and sister Agency 113 

partnerships, 114 

 DCEO’s ability to provide energy savings toward meeting the goals of the 115 

three year plan, 116 

 The need to position Illinois to meet the longer term requirements by 117 

developing a robust energy efficiency services industry, and 118 

 The need for program flexibility to allow market response.   119 

As a result of these factors, DCEO’s portfolio design was very much a goal-120 

driven and fact-based process.  In coordination with the utilities and the 121 

Stakeholder Advisory Group, the Department decided upon the areas on which it 122 

would focus and then designed effective programs to serve them. 123 

 124 

Q. Please explain the Statutory Requirements that apply to the Department. 125 

A. The electric and gas portfolio statutes contain clear guidance for DCEO on part of 126 

its portfolio.   127 

1. The electric and gas portfolios statutes both effectively assign DCEO 25% 128 

of the available funding to support its energy efficiency programs.  This 129 

budget is constrained in the same way as the utility plans by the rate 130 

impact caps placed by both the electric and gas portfolios. 131 

2. Sections 8-103(e) and 8-104(e) state that “A minimum of 10% of the 132 

entire portfolio of cost-effective energy efficiency measures shall be 133 
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procured from units of local government, municipal corporations, schools 134 

districts and community colleges.  The Department [DCEO] shall 135 

coordinate the implementation of these measures.”
1
   Because DCEO 136 

receives 25% of the funding to meet the overall savings targets and 137 

because 10% of the overall budget is to be spent on municipals, schools 138 

and community colleges, this obligates 40% of DCEO’s total budget for 139 

these groups.  As a result of this provision, a major focus of DCEO’s 140 

programs will be these groups. 141 

3. The natural gas efficiency portfolio (Section 8-104) includes additional 142 

requirements for the Department.  Under the gas statute, DCEO is required 143 

to contribute 20% of the overall gas savings reduction goals.
2
  The gas 144 

statute further requires DCEO to integrate its gas and electric programs to 145 

the maximum extent possible. 146 

4. The electric efficiency portfolio includes no specific electricity savings 147 

target for the Department. 
3
   Given the rate caps, DCEO is proposing 148 

energy savings targets that are achievable within those budget constraints 149 

rather than targets based on a particular percentage of utility targets. 150 

5. The natural gas statute also includes a provision that “Five percent of the 151 

entire portfolio of cost‑effective energy efficiency measures may be 152 

granted to local government and municipal corporations for market 153 

                                                
1
 220 ILCS 5/8-103(e) and 220 ILCS 5/8-104(e) 

2
 220 ILCS 5/8-103(e) and 220 ILCS 5/8-104(e) 

 
3
 220 ILCS 5/8-103(e) and 220 ILCS 5/8-104(e) 
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transformation initiatives.”
4
  DCEO’s market transformation programs 154 

give significant attention to these critical markets. 155 

  156 

Meeting these mandates is a primary focus of designing DCEO’s portfolio. 157 

 158 

Q. What is meant by fully integrating the Department’s electric and gas 159 

programs? 160 

A. All of the Department’s Programs will seamlessly offer both electric and gas 161 

measures.  For some programs, that will mean that consumers will apply to the 162 

same program for both gas and electric efficiency measures.  For others, a single 163 

incentive will be offered that covers both electric and gas savings.  For example, 164 

under the Public Sector prescriptive program, in essence a simple menu of electric 165 

and gas measures, program participants will fill out a single application no matter 166 

if they are installing efficient lighting or boilers.   167 

 168 

Further, integration of gas and electric measures in single programs improves 169 

administration and ease of access for consumers and increases program 170 

participation. 171 

 172 

Q. What additional impacts did the Public Sector requirements have on the 173 

Department’s portfolio? 174 

                                                
4
 220 ILCS 5/8-104(d) 
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A. Based on DCEO’s experience, universities and other state facilities make their 175 

purchasing decisions in a similar fashion (RFP’s, etc.) to municipals, schools and 176 

community colleges.  We made the decision to expand this set of programs to 177 

cover all public entities.  Because the statute effectively requires that a minimum 178 

of 40% of DCEO’s efficiency portfolio budget be spent on municipals, schools 179 

and community colleges, any spending on universities and State facilities will be 180 

in excess of this carve-out.  As a result, DCEO plans to spend about 53-56% of its 181 

total portfolio budget on the greater public sector with a minimum of 40% ear-182 

marked for municipals, K-12 public schools and community colleges. 183 

 184 

Q. Please describe the low income requirement? 185 

A. The statute requires the utilities in cooperation with DCEO to offer a portfolio of 186 

energy efficiency programs targeted to households at or below 80% of average 187 

median income at a funding level equal to the proportionate share of the amount 188 

paid for electric and/or gas service by those households at or below 150% of the 189 

federal poverty level
5
.   190 

 191 

Q. Why was the Department chosen to provide the Low Income programs for 192 

the utilities? 193 

A. DCEO has a 25 year history of developing and managing low income energy 194 

efficiency programs.  These programs have been quite successful and even 195 

                                                
5
 220 ILCS 5/8-103(f)(4) and 220 ILCS 5/8-104(f)(4) 
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received awards from national efficiency organizations.  For example, DCEO’s 196 

Energy Efficiency Affordable Housing Construction Program was developed in 197 

1988 and was expanded in the Department’s electric efficiency portfolio.  This 198 

program has proven to be a very successful, cost effective program that has built 199 

up a substantial network of architects and contractors over the years.   200 

 201 

 Under the first EEPS plan, DCEO used other state funds (the Energy Efficiency 202 

Trust Fund) at its disposal to cover the natural gas portion of the low income 203 

programs.  DCEO has expanded its Low Income programs to cover electric and 204 

natural gas measures in the second EEPS integrated electric and natural gas plan.  205 

Each year, the programs have been oversubscribed in all utility territories. 206 

 207 

 The statute also requires coordination within the Department in developing the 208 

programs to be targeted at the low-income sector
6
 because the Department now 209 

includes the Office of Energy Assistance and the Office of Urban Assistance.  210 

This coordination was originally required to ensure coordination with the 211 

Department of Healthcare and Family Services (DHFS) but was changed in 2009 212 

to DCEO after the Energy Assistance and Weatherization programs were moved 213 

from DHFS to DCEO.    Based on the Energy Office’s prior experience with low 214 

income programs, its relationship with the DCEO’s Energy Assistance Office and 215 

other relevant state agencies, as well as feedback received from the utilities and 216 

                                                
6
 220 ILCS 5/8-103(f)(4) 
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the Stakeholder Advisory Group, it makes sense for DCEO to continue to offer 217 

programs targeted at the low income sector. 218 

 219 

Q. Please summarize how all of these considerations contributed to the overall 220 

design of the DCEO portion of the portfolio. 221 

A. DCEO must offer programs to municipalities, schools and community colleges as 222 

a result of the statutory requirement.  It is reasonable to add universities and State 223 

of Illinois and Federal facilities due to their similarities, to avoid confusion and 224 

because, as an Agency, we already have developed a good working relationship 225 

with university administrators and other State Agencies.  With respect to the low-226 

income sector, it became apparent in our past discussions with the utilities that it 227 

would make sense for DCEO to manage the low-income programs.  A number of 228 

other State Agencies (DCEO Energy Assistance, IHDA, etc.) also support low-229 

income consumers and our ability to work closely with them will facilitate 230 

providing services to this sector.  Furthermore, as stated previously, DCEO has 231 

long managed successful low income programs both under EEPS and 232 

independently. 233 

 234 

 The need to develop a robust efficiency services market led us to include market 235 

transformation programs despite the difficulties in measuring and proving the 236 

resulting energy savings.  However, programs like the Smart Energy Design and 237 

Assistance Center (SEDAC) and the Building Operator Certification Program 238 

(BOC) have been shown to have discreet savings attributable to them and the 239 
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Department has included these savings as part of its plan.  During the second 240 

EEPS plan, DCEO began to measure energy savings from Codes training and 241 

other market transformation programs.  Broadly, the market transformation 242 

programs are designed to drive customers to both DCEO’s and the utilities’ 243 

incentive programs within the overall portfolio.   Because the market 244 

transformation programs work with design, engineering, and construction 245 

professionals active in both the public and private sector markets, it is most 246 

efficient for one entity to administer such programs for all sectors. 247 

 248 

Q. Briefly explain the Potential Study DCEO conducted in preparation for the 249 

three year plan. 250 

A. DCEO contracted with the Energy Resource Center located at the University of 251 

Illinois-Chicago to conduct an Energy Efficiency Potential Study for the third 252 

EEPS plan.  Throughout my testimony and other witnesses’ testimony findings 253 

from the potential study will be referred to as a basis of program design, 254 

particularly the public sector targeted programs such as the water treatment plan 255 

program and the low income multi-family programs.  The results of this potential 256 

study along with prior year program evaluations, pilot programs and other 257 

resources are the basis of the DCEO Portfolio design.  The DCEO Potential Study 258 

is included as a piece of our EEPS filing.  259 

 260 

Q. How did DCEO determine achievable energy savings goals in the 261 

development of this three year plan? 262 
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A. In the Energy Efficiency Potential Study the Energy Resource Center (ERC) 263 

conducted an analysis of the program achievable energy savings in the public and 264 

low-income market sectors within the State of Illinois, given the budget 265 

constraints.  With this study, the extensive modeling of energy efficiency 266 

programs, also conducted by ERC, and current EEPS budget, DCEO has 267 

concluded the following for the next three year plan:  268 

 That in the electric portfolio, the public sector achievable potential is 1.0% 269 

annually and the Low Income sector is 0.3% annually.   270 

 The natural gas portfolio achievable potential for the public sector is 0.7% 271 

annually and Low Income 0.2%.   272 

DCEO feels these are achievable goals and are in line with the utilities findings 273 

and goals.  274 

 275 

Q. What does the achievable potential load reduction goals mean in kWh and 276 

therms? 277 

A. On an annual basis, DCEO feels it can achieve energy savings of approximately 278 

140 million kWh and 5.0 million therms.  Based upon the Potential Study, EEPS 279 

Program Year 4 evaluations and extensive program modeling, these are the 280 

energy savings goals that are both realistic and achievable. 281 

 282 

 283 
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Q. Explain who DCEO’s program delivery partners are and how these 284 

partnerships have assisted in improving program participation. 285 

A. Throughout the first and second EEPS plans, DCEO has made a coordinated and 286 

strategic effort in building a program delivery network consisting of state 287 

agencies, universities and not-for-profit organizations.  DCEO has strengthened 288 

its relationships with the University of Illinois Urbana-Champaign (SEDAC) and 289 

Chicago (ERC).    SEDAC and ERC administer several public sector programs, 290 

provide technical assistance and assessments and ERC conducted the DCEO 291 

potential study and performed the portfolio modeling for both the second and 292 

third EEPS plans.  DCEO has also utilized the Midwest Energy Efficiency 293 

Alliance (MEEA) as an administrator and delivery mechanism for many of its 294 

market transformation programs.  MEEA has also acted as a technical resource 295 

and a coordinator for new endeavors such as the Codes Collaborative and Illinois 296 

Home Performance.  DCEO also has in place a strong network of and partnership 297 

with low income house developers and architects and not-for-profit organizations 298 

such as CNT and Chicago Bungalow Association to deliver low income 299 

programs.   300 

  301 

During the first year of the second three year plan, DCEO, with the assistance of 302 

ERC, developed a robust Trade Ally Program that has met with much success and 303 

continues to expand each year.   304 

 305 

 306 
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DCEO – BUDGETS AND SAVINGS GOALS  307 

 308 

Q. What success has DCEO achieved with offering higher incentives, yet still 309 

maintaining a cost effective portfolio? 310 

A. DCEO serves harder to reach market sectors with very necessary programs.  In 311 

order to serve these sectors, higher incentives have been found to be necessary. 312 

 The Public Sector requires higher incentives than the Commercial 313 

Sector served by the utilities.  In its first plan, the Department mirrored 314 

the incentives offered by the utilities for its public sector programs.  Given 315 

the tremendous financial strains faced by local and state governments, 316 

public sector projects were often unable to move forward with those same 317 

incentives.  Responses by the public sector and the independent evaluators 318 

over the first three years of the electric efficiency portfolio programs 319 

overwhelmingly called for the public sector incentives to be set higher 320 

than the comparable utility private sector incentives in order to allow 321 

public sector projects to move forward.  Throughout the second plan 322 

DCEO held a series of special sales which offered higher incentives for 323 

early project completion or targeted efficiency measures.  These sales 324 

boosted program participation and verified the conclusions DCEO came to 325 

during the implementation of the first EEPS plan and the ARRA 326 

programs, that the public sector required higher financial incentives to 327 

receive project approval for energy efficient improvements. 328 
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 The low income sector requires significantly higher incentives than 329 

those offered to other residential consumers.  DCEO’s programs 330 

targeted at the low-income sector must generally pay for the entire cost of 331 

the energy efficiency measure.  To achieve efficiency in this sector, it is 332 

more costly than other residential programs. 333 

 DCEO’s “market transformation” programs are beginning to have 334 

measured energy savings directly associated with them.  These are vital 335 

to the overall success of the portfolio.  DCEO has worked diligently with 336 

its evaluators on methods to count savings in more of its market 337 

transformation programs throughout the second EEPS plan.   338 

All of the program areas that fall under the Department’s purview are necessary to 339 

meet the statutory public sector and low-income requirements and to build energy 340 

efficiency delivery capacity within Illinois for the later years of the portfolio 341 

standard.   342 

 343 

Q. How was the Department’s budget calculated? 344 

A. The Department relied on calculations provided by the utilities to determine 345 

available funding given rate caps.  Further backup on these numbers can be 346 

provided by the utilities.  The table below summarizes these amounts and includes 347 

the Department’s planned expenditures for each of the three years of this planning 348 

cycle: 349 

 350 

 351 
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Electric and Natural Gas Budgets 352 

Year PY7/4 PY8/5 PY9/6 TOTAL 

ComEd $39,250,000 $39,675,000 $39,850,000 $118,775,000 

Ameren $14,896,734 $15,137,763 $15,219,781 $45,254,278 

Total Electric $54,146,734 $54,812,763 $55,069,781 $164,029,278 

Ameren Gas $3,901,707 $3,915,655 $3,923,603 $11,740,965 

Nicor $10,000,000 $10,000,000 $10,000,000 $30,000,000 

Peoples $6,138,905 $6,138,905 $6,138,905 $18,416,715 

No. Shore $1,090,967 $1,090,967 $1,090,967 $3,272,901 

Total Gas $21,131,579 $21,145,527 $21,153,475 $63,430,581 

Total Budget $75,278,313 $75,958,290 $76,223,256 $227,459,859 

 353 

Q. How does the budget rate cap affect DCEO’s ability to reach the statutory 354 

savings goals for both electric and natural gas?  355 

A. As further explained in the DCEO potential study, DCEO could achieve its 356 

statutory goals if there were no rate caps.  Similar to the utilities, DCEO is 357 

proposing an achievable and realistic plan with adjusted goals.    These goals are 358 

less than the statutory requirements. 359 

 360 

DCEO ENERGY EFFICIENCY PROGRAMS 361 

Q. What programs does DCEO plan to offer in support of the portfolio? 362 

A. The DCEO integrated electricity and natural gas plan offering pursuant to the 363 

Energy Efficiency Portfolio Standards are as follows: 364 

1) Incentive Programs: 365 

(1) Core Public Sector Programs: 366 

(a) Public Sector Standard Program 367 
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(b) Public Sector Custom Program 368 

(c) Public Sector New Construction Program 369 

(d) Public Retro-commissioning Program 370 

(e) Boiler Tune Up Program 371 

(2) Targeted Public Sector Programs: 372 

(a) Public Direct Install Program 373 

(b) Public Aggregation  Program 374 

(c) Combined Heat and Power (CHP) 375 

(d) Waste Water Treatment Plant Program 376 

(3) Low-Income: 377 

(a) Energy Efficient Affordable Construction Housing Program 378 

(b) Residential Retrofit Program 379 

(c) Multi-family Housing Energy Savers Program 380 

(d) Efficient Living:  Public Housing Authority Program 381 

2) Market Transformation: 382 

(1) Smart Energy Design Assistance Center (SEDAC) 383 

(a) Design Assistance 384 

(b) Energy Performance Contracting 385 

(2) Building Industry Training and Assistance Program (BITE) 386 

(a) Building Operator Certification Training (BOC) 387 

(b) Lights for Learning 388 

(c) Illinois Home Performance 389 

(d) Codes Education and Technical Assistance 390 
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(3) Illinois Codes Collaborative Program 391 

(4) DCEO Trade Ally Program 392 

All of these programs are summarized below with greater detail provided by the 393 

Department’s other witnesses. 394 

 395 

Q. How did DCEO arrive at the public sector programs? 396 

A. The above core public sector programs reflect the Department’s offerings under 397 

its previous three year portfolio plans and experiences.    These are consistent 398 

with similar programs offered by the utilities.   In order to maximize energy 399 

savings, DCEO has found it must offer targeted programs in addition to its core 400 

programs. 401 

 402 

The targeted programs are based upon pilots completed during the second plan, 403 

the potential study results and new technologies that have been vetted through 404 

research and group consensus.   For example, the potential study found that waste 405 

water treatment plants and outdoor lighting are areas where significant energy 406 

savings could be achieved and are currently underserved.   DCEO piloted two 407 

direct install programs during Program Year 5 (Green Nozzle and k-12 direct 408 

install programs) which resulted in higher than expected participation and energy 409 

savings.  The direct install programs were extremely cost effective to execute and 410 

will be expanded as part of the portfolio.     411 

  412 

 413 
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 414 

Q. How did DCEO arrive at the low-income sector programs? 415 

A. One challenge of the low-income sector is identifying program delivery capacity 416 

that is capable of reaching large numbers of low-income households.  Our main 417 

considerations in developing the low-income programs were to ensure that: 418 

 We could meet the statutory definition of serving households that are at or 419 

below 80% of the average median income level,
7
  420 

 The program mix would enable the portfolio to reach all low-income 421 

consumers no matter the type of housing in which they live,  422 

 Ensuring that efficiency improvements are maximized at the time of 423 

installation given that low income households in particular are often not 424 

likely to participate multiple times, and  425 

 The most cost-effective programs were utilized.   426 

 427 

Because the poverty level can fluctuate based on economic factors, our programs 428 

are designed to work through other organizations, developers and agencies that 429 

have verification methods in place to offer certainty that this requirement is being 430 

met.  The new construction/gut rehab program provides grants to developers of 431 

affordable housing units for the installation of a package of energy efficiency 432 

measures.  The critical advantage of working with developers is that it is possible 433 

to improve the cost effectiveness of the programs by relying on developers to 434 

                                                
7
 220 ILCS 5/12-103(f)(4) 
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fund some or all of the standard costs while DCEO’s incentives cover the 435 

incremental cost of efficient upgrades.  The residential retrofit program employs 436 

existing delivery mechanisms used by groups such as DCEO’s Illinois Home 437 

Weatherization Assistance Program and Community Action Agencies, IHDA, and 438 

the Chicago Bungalow Association to provide simple to install upgrades in 439 

conjunction with their existing programs.  In previous plans, DCEO has provided 440 

funding to the Center of Neighborhood Technology (CNT) for its Energy Savers 441 

Program.  The Energy Savers Program targets low income, multi-family, rental 442 

housing.  Based upon the past success of this partnership and the conclusions 443 

found in the DCEO potential study that multi-family housing has large energy 444 

savings potential, DCEO has decided to include Energy Savers  as a featured low 445 

income program in its three year plan.  DCEO is also working with IHDA to 446 

develop a financing mechanism to enable Energy Savers to be expanded 447 

statewide. 448 

 449 

The Public Housing Authority Program began as a pilot program during the first 450 

plan.  During the second plan, the program has continued to be highly successful 451 

in both downstate and northern Illinois.  DCEO plans to continue to allow this 452 

program to grow as budgets and market demand allows. 453 

 454 

 455 

 456 
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Q. How did DCEO design the new market transformation program, Illinois 457 

Codes Collaborative? 458 

A. In EEPS Program Year 4/1, DCEO began to explore how to claim energy savings 459 

attributable to the building codes training and technical assistance  460 

programs designed to meet the mandate in the EEPS statute to "present specific 461 

proposals to implement new building and appliance standards that have been 462 

placed into effect."    463 

 464 

During PY 5/2 DCEO and the utilities began to work together to create an Illinois 465 

Codes Collaborative Program to expand efforts to improve compliance with 466 

energy building codes.  The plan includes active training programs to improve 467 

code compliance, an initial analysis to establish a baseline for current building 468 

code compliance, and development of annual measurement of the rate of 469 

compliance based upon the IECC 2012 code.  470 

 471 

The utilities and DCEO worked together for over a year and agreed on the 472 

input/output numbers, an allocation system and statewide TRC calculations.  473 

DCEO and the utilities worked extensively to determine energy savings, avoided 474 

costs, program costs and incremental costs. 475 

 476 

This collaboration is important for several reasons: builders and inspectors work 477 

across utility boundaries, the mandatory statewide energy code needs consistency, 478 
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program elements need to be one state resource, and, finally, low compliance is a 479 

statewide concern.  The program elements are: 480 

 Establish and continue the Codes Collaborative 481 

 Provide Resources to inspectors and builders 482 

 Codes Jurisdictional Assistance  483 

 Third party plan reviewers and inspectors 484 

 485 

Q. What groups did DCEO consult with in selecting these programs? 486 

A. DCEO has actively participated with the efficiency Stakeholder Advisory group 487 

that was formed as a result of the electric efficiency portfolio initiative and has 488 

continued throughout the first two EEPS plans.  This group mainly included those 489 

organizations involved with the legislative efforts of crafting SB1592 such as the 490 

Illinois Attorney General’s Office, the Environmental Law and Policy Center, the 491 

Citizen’s Utility Board, the Center for Neighborhood Technology, Environment 492 

Illinois, the Midwest Energy Efficiency Alliance, and various units of local 493 

governments.  Other key parties were also included such as Office of Energy 494 

Assistance, the Illinois Finance Authority, IHDA, State Universities, Community 495 

Colleges and the expert advice of the University of Illinois Energy Resources 496 

Center and Smart Energy Design Assistance Center.  DCEO also participated in 497 

the two ICC energy efficiency policy workshops held this summer and met 498 
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individually with a number of other key groups in order to seek additional 499 

feedback on its programs. 500 

 501 

Q. How does DCEO’s Portion of the Portfolio differ from the utility portion? 502 

A. DCEO’s portion of the Portfolio is different from the utility portions in two major 503 

respects.  First, DCEO’s incentive programs are designed to focus exclusively on 504 

the public and low-income sectors while the utilities plan to serve the commercial 505 

and remaining residential sectors.  In contrast, DCEO’s market transformation 506 

programs will be offered to all sectors (public, industrial, commercial, residential) 507 

based on need and the appropriateness of the programs. 508 

 509 

The other important difference between the DCEO and utility portions of the 510 

portfolio is that DCEO proposes to offer its programs statewide as opposed to 511 

offering different programs in the different utility service territories.  Second, as 512 

explained previously, DCEO’s plan is a fully integrated electric and gas efficiency 513 

portfolio.  This has been done intentionally in order to avoid confusion and avoid 514 

claims that DCEO is discriminating between different parts of the state. 515 

 516 

Accordingly, DCEO proposes to offer all of its programs across the service 517 

territories of the participating utilities.  That said, DCEO plans to maintain a strict 518 

apportionment of funding among the utility service territories to ensure that no 519 

moneys from one territory are spent in another and that gas money is not spent on 520 

electric measures and vice versa.  This will require DCEO to track the dollars 521 
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spent and the energy saved in each territory in order to properly report costs and 522 

energy savings.   523 

 524 

Q. Are there other ways the State Energy Office can enhance the EEPS 525 

portfolio? 526 

A. The Illinois Energy Office has an excellent relationship with all the Investor 527 

Owned Utilities.  This relationship has been cultivated throughout the EEPS 528 

process and has only strengthened with time.  The Energy Office and the utilities 529 

have worked together on several projects and used other state energy efficiency 530 

funding to leverage existing EEPS programs or address an unexpected situation.  531 

For example, the Energy Office has used Energy Efficiency Trust Fund dollars to 532 

“fill in gaps” throughout the state that are not served by IOU’s through the Illinois 533 

Home Performance Program, Building Operator Certification training, Low 534 

Income Affordable Housing and Public Housing programs.  Also, DCEO 535 

provided funding to enable Nicor Gas to partner with the Illinois Municipal 536 

Electric Association (IMEA) in combining natural gas and electric incentives in 537 

municipal electric territories. 538 

 539 

SELF DIRECTING AND EXEMPT CUSTOMERS 540 

 541 

Q. How did DCEO implement the Self-Directing Customer and Exempt 542 

customer provisions of the statute (22 ILCS 5/8-104(m)(1) and (2)? 543 
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A. DCEO approved application guidelines for Designation as self-directing customer 544 

or exempt customer under the Natural Gas Efficiency Programs.  These guidelines 545 

were initially placed on DCEO’s website with the submittal deadline for the 546 

applications of February 1, 2010.  The applications were reviewed by DCEO staff 547 

for completeness.  If the applications were found to be incomplete, letters were 548 

sent to the applicants requesting additional information.  The applicants were 549 

given fifteen (15) business days from the receipt of the letter to respond.  Once the 550 

applications were deemed complete, the account information and natural gas 551 

usage was verified with the applicable utilities.  Upon receiving confirmation of 552 

information from the utilities, DCEO granted self-directing customer or exempt 553 

customer status to the applicants that met the conditions of 22 ILCS 5/8-104(m).  554 

Approved applicant’s status as self-directing or exempt customers went into effect 555 

on June 1, 2011. 556 

 557 

 A second application round was held in early 2013 to allow companies to apply 558 

for self-directing or exempt status for the second natural gas plan period.  The 559 

submittal deadline for these applications was January 7, 2013.   Another 560 

application round will also be held between September 1 to September 30, 2013 561 

as a result of the enactment of Public Act 098-0225.  This Act allows natural gas 562 

customers who have not previously been approved as self-directing or exempt 563 

status apply.  Approved applicants during this time period will only be considered 564 

self-directing or exempt from December 1, 2013 until the end of the current 3 565 

year plan period (May 31, 2014). 566 
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 567 

Q. Were the utilities notified of the applicants who received self-directing 568 

customer or exempt customer status? 569 

A. Yes, all utilities were notified of the applicants and the related account numbers 570 

that received self-directing customer or exempt customer status.  DCEO also 571 

notified the Illinois Commerce Commission of the approved applicants. 572 

 573 

Q. How many applicants have received self-directing customer or exempt 574 

customer status and what is the approximate natural gas usage affected 575 

under this program? 576 

A. During the first application period in 2010, DCEO approved either self-directing 577 

customer or exempt customer status for 32 entities (30 SDC’s and 2 exempt 578 

statuses).  The total natural gas usage (annual in therms) covered under these 579 

approvals is approximately 768 million therms.  During the round that was 580 

completed in early 2013, an additional 7 applicants were approved for self-581 

directing status, which is to begin at the start of the next 3-year plan period (June 582 

1, 2014).  The total natural gas usage (annual in therms) covered under these new 583 

approvals is approximately 92 million therms. 584 

  585 

Q. How does DCEO know if the required energy efficiency reserve account for 586 

the self-directing customers has been established? 587 

A. DCEO requested notification from the self-directing customers by June 15, 2011, 588 

and that the energy efficiency reserve account had been established by June 1, 589 
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2011.  DCEO will do the same in June, 2014, for the new round of self-directing 590 

customers.  In addition, the self-directing customers are required to include the 591 

information on the energy efficiency reserve account in their annual report which 592 

is due by October 1 of each year, beginning on October 1, 2012. 593 

 594 

Q. How does DCEO anticipate verifying compliance for the self-directing 595 

customers? 596 

A. DCEO will verify compliance with the self-directing customer requirements 597 

through a review of the annual reports.  Beginning on October 1, 2012, the 30 598 

self-directing customers approved in 2010 were required to provide a report to 599 

DCEO for the 12-month period ending May 31 of the same year.  The self-600 

directing customer must continue to provide this report each succeeding year on 601 

October 1.  The applicants approved for self-directing status in early 2013 will file 602 

their first report no earlier than October 1, 2015.   603 

  604 

 These reports are to include information on all deposits and account reductions, if 605 

any, to the reserve account during the reporting year, and to the extent deposits to 606 

the reserve account in any year are in an amount less that 2% of natural gas costs 607 

or $150,000, the basis for such reduced deposits; reserve account balances by 608 

month; a description of energy efficiency measures undertaken by the customer 609 

and paid for in whole or in part with funds from the reserve account; an estimate 610 

of the energy saved, or to be saved, by the measure; and a verification that the 611 
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funds withdrawn from the reserve account were used for the energy efficiency 612 

measures.  613 

 614 

 Per 22 ILCS 5/8-104(m)(3), DCEO has the right to audit the information provided 615 

in the application and annual reports to ensure continued compliance.  If DCEO 616 

determines the customer is no longer in compliance, DCEO will follow the 617 

procedures for noncompliance outlined in this section.   618 

 619 

Q. What were the results of the first annual reports filed by the self-directing 620 

customers? 621 

A. The self-directing customers (SDC) accrued $3,196,123 of funds in their reserve 622 

accounts during the first years as SDC’s and spent $552,603 out of these reserve 623 

funds towards energy efficiency projects.  This includes projects such as 624 

replacement of boilers, installation of controls to automate steam flow systems, 625 

replacing steam traps, and replacing air compressors with new air-recovery air 626 

compressors.  The self-direct customers estimated that the energy efficiency 627 

projects implemented during the first year of the program would save 628 

approximately 5 million therms annually.  However, these savings have not been 629 

evaluated or verified. 630 

 631 

Q. How does the statute support DCEO in the enforcement of the Self-Direct 632 

Program? 633 
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A. The legislation that created the Natural Gas Self Direct Program does not define 634 

the program structure in detail.  Due to this vagueness, DCEO has no enforcement 635 

mechanisms and no administrative support to ensure that energy efficiency 636 

projects are verified and executed in a manner consistent with the EEPS statutory 637 

requirement.  In addition, the SDC law does not include a description of what 638 

types of energy efficiency projects qualify and if they need to pass the cost 639 

effectiveness test.   Improving these aspects of the SDC program may require 640 

legislative action.  Due to the significant size and impact of the customers in this 641 

program, DCEO will work to craft a more effective and accountable Self Direct 642 

Program. 643 

 644 

MARKET CHALLENGES 645 

Q. What EEPS market challenges does DCEO see a need to address in this next 646 

plan? 647 

A. Franchise Agreements: 648 

 ComEd has established franchise agreements with local governments to 649 

deliver electricity within their municipal boundaries, a large number of 650 

local governments in northern Illinois do not pay for most of the electricity 651 

that they use.  Rather, the businesses and residences in the city pay a 652 

franchise fee that covers the cost of electricity for the city.  Therefore, the 653 

governments have very little direct incentive to reduce their energy use.  654 

 Streetlights: 655 

In downstate Illinois, many street lights are owned by Ameren Illinois, 656 
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thus seemingly excluding a natural market in the Ameren territory for 657 

 DCEO’s Public Sector Energy Efficiency programs. 658 

Large Industrial Sector: 659 

In response to the proposed large industrial electric Self Direct legislation 660 

which gained momentum in the State legislature last spring, DCEO feels it 661 

can contribute in a meaningful way in coordination with the utilities to 662 

provide accessible large industrial programs for both electric and natural 663 

gas projects.  DCEO has extensive experience in working with large 664 

industrials and energy efficiency.  Most recently DCEO successfully 665 

administered an $18,000,000 large customer energy efficiency program 666 

using ARRA dollars.  This program served both private and public entities 667 

and saved 30 million kWh and 40 million therms.  DCEO, as the 668 

economic development agency for the state, can play a lead role to address 669 

serious market dissatisfaction from the large industrials with the overall 670 

EEPS program.  DCEO can contribute its experience and expertise to meet 671 

a programmatic demand for the large customers to continue to participate 672 

in the EEPS portfolio.  DCEO proposes that it work in conjunction with 673 

the utilities similar to the Codes working group, to address this issue. 674 

 675 

 676 

 677 

 678 

 679 
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DCEO’S PERSPECTIVE ON THE NET TO GROSS FRAMEWORK 680 

Q. How has DCEO’s plan addressed the issues related to net-to-gross savings, such as 681 

realization rates, free ridership, and spillover? 682 

 683 

A. For purposes of analyzing energy savings and setting goals, the analysis assumes 684 

a net-to-gross (NTG) rate of 80% for public sector programs and 90% for low 685 

income programs.  For the public sector programs the number combines 686 

realization rate, free ridership, and spillover into a single value.  For low income 687 

programs the number is merely a realization rate.  The “realization rate” is the 688 

ratio of evaluated energy savings to the projected energy savings.   689 

 690 

Q.   In its analysis is DCEO applying NTG values from past evaluation reports as 691 

allowed by the Net-to-Gross Framework developed by the Stakeholder 692 

Advisory Group? 693 

A. No.  DCEO does not feel the need to adopt a “prospective” approach to 694 

determining its energy savings.  DCEO would rather accept the “retrospective” 695 

analysis by the independent evaluator, since it should better capture the actual 696 

program savings. 697 

 698 

Q. Does DCEO agree with the approach to evaluating Net-to-Gross (NTG) 699 

savings that was used during the first two 3-year periods? 700 
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A. No.  DCEO believes that this is a flawed approach and that a different approach 701 

should be taken for the following reasons: 702 

 The calculated Net-to-Gross values for the Illinois EEPS programs 703 

managed by the utilities and DCEO have varied considerably for similar 704 

or identical programs and from year to year, generally without any clear 705 

explanation.  This seems to indicate inconsistency in the methods used by 706 

various evaluators or variability inherent in the methods. 707 

 According to participants in a workshop sponsored by the Midwest Energy 708 

Efficiency Alliance (MEEA)
8
 about evaluation approaches:  “Attributing 709 

savings to one cause or another can be quite complex.  Further, there is a 710 

lack of consensus amongst States, utilities, and evaluators on which 711 

factors should be considered – and how those factors are defined.” 712 

 The analyses to date have focused primarily on the free rider 713 

measurement, and have not adequately addressed spillover, because 714 

spillover is more difficult and costly to measure. 715 

 Other states across the country and in the Midwest have taken a different 716 

approach.  In the Midwest, Minnesota and Ohio have explicitly adopted a 717 

gross approach, while Iowa merely assumes that if spillover were properly 718 

measured the additional every savings would offset free ridership.  719 

Minnesota and Iowa have among the oldest and most advanced efficiency 720 

programs in the country. 721 

                                                
8
 Midwest Energy Efficiency Alliance (MEEA) A Net to Gross Savings Approach 4/2012 
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 Participants in MEEA’s workshop point out another shortcoming to the 722 

current approach:  “A net savings approach may result in an underestimate 723 

of savings potential and program cost-effectiveness, thereby preventing 724 

utilities from moving forward with innovative programs that while less 725 

cost-effective in the short term, have great value in the long term.” 726 

 727 

Q. What Approach would DCEO recommend? 728 

A. DCEO supports an approach referred to as an “adjusted gross” approach.  Again 729 

to quote the MEEA report which summarizes the views of its panel of experts: 730 

“The evaluators predict that, ultimately, experienced utilities that have gone 731 

through the net savings process will make a further shift to an “adjusted gross” 732 

approach for the purpose of setting and assessing progress towards savings 733 

goals….Adjusted gross savings typically refer to the change in energy 734 

consumption and/or demand that results directly from program-related actions 735 

taken by participants in an efficiency program, regardless of why they 736 

participated.  It adjusts for such factors as data errors, installation and persistence 737 

rates, and hours of use, but does not adjust for free ridership or spillover.” 738 

 739 

DCEO advocates such an “adjusted gross” approach for Illinois Energy Efficiency 740 

Portfolio of programs under section 8/103 and 8/104.  DCEO believes such an 741 

approach is appropriate for the utilities’ programs as well as DCEO’s programs. 742 

 743 
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DCEO already has adopted this approach with its low income programs.  Free 744 

ridership is not considered an issue with low income programs because generally 745 

the energy efficiency measures would not be installed without the program.  746 

DCEO believes it is just as justifiable to adopt an “adjusted gross” approach with 747 

its public sector programs.   748 

 749 

Given the complicated nature of public sector financing and the often troubled 750 

fiscal situation of local governments, k-12 schools, universities, state and federal 751 

government, DCEO has never used free ridership as a criterion for whether a 752 

public entity is going to receive a grant or rebate.  If the applicant pays into the 753 

EEPS fund and submits a qualifying application, DCEO will fund the project.  754 

DCEO, as a State Agency, will never ask if the entity would have done the project 755 

without the EEPS program.  If a public entity has the foresight to have 756 

incorporated solid energy efficiency plans within its capital budget, DCEO has no 757 

intention of declining funding to that entity for energy efficiency.   758 

 759 

Finally, DCEO is not suggesting that the independent evaluators completely 760 

ignore free ridership or spillover.  DCEO believes the evaluators should focus 761 

first on ensuring the projected savings accurately reflect actual savings, and 762 

second on providing feedback from their process evaluations to recommend ways 763 

to improve programs.  Third, evaluators should conduct an analysis of measures 764 

and program to identify when particular measures are becoming the standard 765 

practice. Based on that analysis they should recommend changes to strengthen the 766 



  Docket No. 13-____ 

DCEO Ex. 1.0 

39 

 

programs, changes which could range from dropping a particular measure from 767 

the list, to raising the minimum measure efficiency eligible for incentives, or 768 

transitioning the program to supporting the next generation technology.  This 769 

latter analysis and recommendations would help ensure that free ridership is 770 

minimized. 771 

 772 

Q.   Is DCEO requesting that the Commission adopt an adjusted gross approach 773 

to program evaluation? 774 

A. Yes.  DCEO is requesting the Commission adopt an adjusted gross approach for 775 

the entire Energy Efficiency Portfolio, including the utilities.  If the Commission 776 

does not agree that this is appropriate for the utility programs, DCEO requests that 777 

the commission adopt that approach for the unique sectors served by DCEO. 778 

 779 

   780 

THE ROLE OF THE ENERGY RESOURCE CENTER 781 

Q.  Describe the role the Energy Resource Center plays in the DCEO planning 782 

process. 783 

A. The Energy Resource Center (ERC) was tasked to work with the DCEO team to 784 

develop and evaluate the total portfolio of 18 programs ensuring that the energy 785 

saving targets are met within the allotted budgets and that all the statutory 786 

requirements are met.  The ERC was also tasked to conduct the modeling and 787 

benefit-to-cost tests required by the statute.     788 



  Docket No. 13-____ 

DCEO Ex. 1.0 

40 

 

 789 

 To accomplish these tasks, the ERC met and worked closely with each of the 790 

utilities to develop the budget and savings goals for the program.    The ERC also 791 

required specific information from the utilities regarding their energy measures 792 

lists, modeling assumptions and techniques, as well as the results of their 793 

modeling efforts.  This information was utilized to validate the model selected 794 

and utilized by the ERC.  It is our pleasure to report to the Commission that the 795 

utilities have been extremely helpful to the DCEO and ERC in providing needed 796 

data.   797 

 798 

 Once this data was received, the DCEO team of experts (including the ERC) 799 

modeled the programs that make up the program portfolio.  The ERC was directly 800 

responsible for the design and development of two public sector programs, the 801 

CHP and Waste Water Treatment Plan targeted efforts.    The ERC then reviewed 802 

all programs, evaluating them in terms of meeting the specific budget and savings 803 

targets, their cost effectiveness (using TRM values when available), and the level 804 

of participation by customers. 805 

 806 

 The process utilized by DCEO and ERC in developing, modeling, and evaluating 807 

the portfolio of programs along with interim results of our analyses were 808 

presented to the Stakeholders Advisory Group (SAG) at the August 5, 2013, 809 

meeting.  Recommendations and comments received from the SAG were 810 

considered and where possible incorporated into the final results. 811 
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 The specifics regarding the model selected by DCEO and ERC, the assumptions 812 

utilized in the model, the model validation process and the results of the modeling 813 

will be addressed under the separate testimony submitted by Mr. Stefano 814 

Galiasso. 815 

 816 

EVALUATION, MEASURMENT AND VERIFICATION 817 

Q. How will DCEO’s portion of the Portfolio be evaluated? 818 

A. DCEO will require detailed reporting from any and all entities that are awarded 819 

grants or rebates pursuant to its efficiency programs.   The larger analysis of the 820 

success of the DCEO portion of the portfolio will be evaluated through an 821 

independent DCEO evaluator.  In the second three year cycle, DCEO 822 

independently contracted ADM to act as its Evaluator team after an extended 823 

selection process.  DCEO plans to issue an RFP for the next three year plan in 824 

September, 2013.   825 

 826 

 827 

CONCLUSION 828 

Q. Please summarize your testimony. 829 

A. This testimony begins with an overview of the mission of the Illinois Department 830 

of Commerce and Economic Opportunity, its role in implementing the Energy 831 

Efficiency Portfolio Standard and the programs that DCEO plans to offer in order 832 

to contribute to the overall kWh and therm savings targets for the next 3-year 833 
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plan.  Second, DCEO’s portfolio development decisions are explained as well as 834 

additional special considerations in implementing these programs.  Third, DCEO 835 

proposes using an “adjusted gross” approach for the purpose of measuring savings 836 

goals.  The testimony also explains ERC’s role in formulating this plan and in 837 

implementing various programs.  Finally my testimony discusses DCEO’s 838 

recommended Evaluation, Measurement and Verification approach that would 839 

facilitate the review and success of these programs throughout the 3 year plan. 840 

 841 

Q. What specific action does DCEO request that the Commission take in this 842 

proceeding? 843 

A. The Illinois Department of Commerce and Economic Opportunity respectfully 844 

requests that the Commission approve DCEO’s portion of the Portfolio and the 845 

energy efficiency programs as presented in this testimony.  DCEO further 846 

requests that the Commission: 847 

 Approve DCEO’s plans for implementing its programs as proposed. 848 

 Approve the adjusted goals, which are achievable within the budget caps. 849 

 Grant DCEO the flexibility to shift funding between programs and to 850 

modify programs during this 3 year plan as needed to meet the specific 851 

demands of the market as they arise. 852 

 853 

Q. Does this conclude your testimony? 854 

A. Yes. 855 


