
STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

 

 

 

Illinois Department of Commerce and    ) 

Economic Opportunity     ) 

        ) Docket No. 13-0499 

) 

Approval of the Energy Efficiency and   )   

Demand-Response Plan Pursuant to    )  

220 ILCS 5/8-103 and 220 ILCS 5/8-104 of the  )  

Public Utilities Act      ) 

 

 

 

 

 

 

 

 

Rebuttal Testimony of 

Philip H. Mosenthal 

On Behalf of 

The People of the State of Illinois 

 

 

 

October 31, 2013 

 



AG Exhibit 2.0 

 2 

Q. Please state your name and business address. 1 

A.  Philip H. Mosenthal, Optimal Energy, Inc., 10600 Route 116, Hinesburg, VT 2 

05461.  3 

 4 

Q. On whose behalf are you testifying? 5 

A. I am testifying on behalf of the People of the State of Illinois (“the People” or 6 

“AG”). 7 

 8 

Q. By whom are you employed and in what capacity? 9 

A. I am the founding partner in Optimal Energy, Inc., a consultancy specializing in 10 

energy efficiency and utility planning. Optimal Energy advises numerous parties including 11 

utilities, non-utility program administrators, government and environmental groups. 12 

 13 

Q. Have you submitted testimony before the ICC before? 14 

A. Yes. I submitted Direct Testimony in this docket. In addition, I have testified in 15 

numerous dockets related to the Commission’s review of utility-run energy efficiency 16 

programs mandated by Section 8-103 and 8-104 of the Public Utilities Act (“PUA” or “the 17 

Act”).  My qualifications were summarized in my direct testimony. 18 

 19 

20 
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Q. What is the purpose of your rebuttal testimony? 1 

A. I address a few issues raised in intervenor Direct Testimony.  To the extent I do not 2 

discuss an intervenor’s position on an issue, that silence should not be construed as either 3 

support or opposition to that position. Specifically, I address: 4 

1. CUB Witness Devens’ support for DCEO’s proposed adjusted gross savings 5 

method; 6 

2. Staff Witness Hinman’s and NRDC Witness Neme’s comments on appropriateness 7 

of the DCEO proposed savings goals; and 8 

3. REACT Witness Fults’ concerns regarding the needs of large commercial and 9 

industrial customers and proposal for an electric self-direct option for these 10 

customers. 11 

 12 

Q. What is CUB Witness Devens’ position regarding DCEO’s proposal to 13 

discontinue net-to-gross (NTG) adjustments? 14 

A. Ms. Devens supports DCEO’s proposal to discontinue NTG adjustments and 15 

instead simply rely on “adjusted gross savings.” 16 

 17 

Q. Do you agree with Ms. Devens? 18 

A. No. As explained in my direct testimony, and also supported by NRDC Witness 19 

Neme, ELPC Witness Crandall and Staff Witness Brightwell, I believe it is critically 20 

important that the ICC continue to ensure that NTG adjustments are estimated and used in 21 

establishing performance toward overall PUA Sections 8-103 and 8-104 goals. As I 22 

explain in my Direct Testimony, what is important is that the efficiency programs result in 23 

net cost-effective energy savings impacts, compared to what would otherwise have 24 

happened in the absence of programs. Ignoring the net impacts and only counting gross 25 
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savings would be contrary to the Act
1
, as well as past Commission orders that have made 1 

clear the Act’s goals are net goals, and that program administrators should be held to a 2 

performance standard. 3 

 4 

Q. Ms. Devens’ argues that it would be inappropriate for DCEO to discriminate 5 

against public sector freeriders in its programs. Do you agree? 6 

A. Yes. However, Ms. Devens is ignoring the distinctions between program design 7 

and implementation on the one hand and measurement and evaluation of savings on the 8 

other. Ms. Devens quotes DCEO Witness Ms. Mrozowski’s direct testimony where she 9 

states: 10 

“Given the complicated nature of public sector financing and the often troubled fiscal 11 
situation of local governments, k-12 schools, universities, state and federal government, 12 
DCEO has never used free ridership as a criterion for whether a public entity is going to 13 
receive a grant or rebate. If the applicant pays into the EEPS fund and submits a qualifying 14 
application, DCEO will fund the project. DCEO, as a State Agency, will never ask if the 15 
entity would have done the project without the EEPS program. If a public entity has the 16 
foresight to have incorporated solid energy efficiency plans within its capital budget, 17 
DCEO has no intention of declining funding to that entity for energy efficiency.”

2
 18 

 19 

                                                 

 

1
  Section 8-103(b) of the PUA requires the provision of “cost-effective” energy efficiency measures to meet  

incremental annual energy savings goals.  As used in this Section, "cost-effective" means that the measures 

satisfy the total resource cost test, and "total resource cost test" is defined in the Illinois Power Authority Act 

as “a standard that is met if, for an investment in energy efficiency or demand-response measures, the 

benefit-cost ratio is greater than one. The benefit-cost ratio is the ratio of the net present value of the total 

benefits of the program to the net present value of the total costs as calculated over the lifetime of the 

measures. A total resource cost test compares the sum of avoided electric utility costs, representing the 

benefits that accrue to the system and the participant in the delivery of those efficiency measures, as well as 

other quantifiable societal benefits, including avoided natural gas utility costs, to the sum of all incremental 

costs of end-use measures that are implemented due to the program (including both utility and participant 

contributions), plus costs to administer, deliver, and evaluate each demand-side program, to quantify the net 

savings obtained by substituting the demand-side program for supply resources. In calculating avoided costs 

of power and energy that an electric utility would otherwise have had to acquire, reasonable estimates shall 

be included of financial costs likely to be imposed by future regulations and legislation on emissions of 

greenhouse gases.”  See 20 ILCS 3855/1-10. 
2
 CUB Exhibit 1.0 at 8, quoting DCEO Ex. 1.0 at 38. 
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 As stated in my Direct Testimony, I support the above approach to program design 1 

and implementation that Ms. Mrozowski has explained. In fact, I am not aware of any 2 

program that routinely denies customers participation in programs they are otherwise 3 

eligible for purely because they might be freeriders. I agree with Ms. Devens that this 4 

would be inappropriate.  5 

That being said, simply allowing freeriders to participate in a program is entirely 6 

different from counting savings that are not truly a result of the program. Rather, accepting 7 

that some funds and program resources will go toward freeriders is simply part of the cost 8 

of doing energy efficiency business. This does not absolve the Commission and program 9 

administrators from ensuring that best estimates of the ultimate impact of programs are 10 

made and used for purposes of determining savings performance. To not do so would 11 

result in unreasonably high estimates of savings in the public sector, and would discourage 12 

DCEO from making appropriate planning and program design changes to minimize 13 

freeriders and attempt to maximize net savings and overall cost-effectiveness.   14 

 15 

Q. What are Staff Witness Hinman’s and NRDC Witness Neme’s positions 16 

regarding DCEO’s proposed savings goals in Plan 3? 17 

A. Ms. Hinman asserts that DCEO’s proposed savings goals are higher than 18 

proportionate actual results it has achieved in past program years, and that goals should be 19 

adjusted downward to better reflect savings more consistent with past progress. On the 20 

contrary, Mr. Neme asserts that DCEO’s proposed savings goals are significantly lower 21 

proportionate to spending than its actual historical results, and that goals should be 22 

adjusted upwards to better reflect past performance.  23 

 24 

 25 
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Q. Can you reconcile these seemingly contradictory positions?? 1 

A. No. I am confused by Ms. Hinman’s argument. In Staff Exhibit 1.1 Ms. Hinman 2 

provides a table comparing the planned and actual net cost per unit savings from Plan 2 3 

with DCEO’s proposed Plan 3 costs per unit of savings.
3
 While this table differs slightly 4 

from Mr. Neme’s Table 3 and Table 5, which compare these same figures for electricity 5 

and gas respectively, for the most part the figures appear to be consistent.
4
 In virtually all 6 

cases, as is made clear by Mr. Neme’s testimony and also shown in Ms. Hinman’s Staff 7 

Exhibit 1.1, DCEO is projecting significantly more costs per unit of savings in Plan 3 than 8 

it actually spent in Plan 2. I therefore agree with Mr. Neme that DCEO’s proposed goals 9 

appear to be lower than they could be and lower than DCEO has proven is achievable 10 

among its public sector customers in electric PY4/gas PY1. I therefore encourage the 11 

Commission to direct DCEO to revise its filing with higher goals commensurate with past 12 

performance, as appropriate. 13 

 14 

Q. Please summarize Mr. Fults’ testimony on behalf of REACT? 15 

A. Mr. Fults argues that large commercial and industrial customers have significant 16 

barriers to working within the existing Illinois programs. He claims these programs are not 17 

well suited to participation by large customers and therefore proposes a self-direct program 18 

that would allow these large users greater flexibility in making efficiency improvements 19 

and retaining control over their own contributions toward efficiency. 20 

 21 

                                                 

 

3
 Attachment to response to ELPC 1.02, Staff Exhibit 1.1, p. 25 of 26.  

4
 NRDC Exhibit 1.0, pp. 10 and 13. Ms. Hinman shows Plan 2 results, which presumably reflect averages 

across all three plan years, while Mr. Neme shows only electric PY4/gas PY1 figures. In almost all cases, 

these figures appear consistent, although not exactly identical, as would be expected. 
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Q. Do you support Mr. Fults’ position? 1 

A. No. I am encouraged that Mr. Fults claims that “the members of REACT are 2 

committed to energy efficiency, and are not looking to avoid supporting this [Section 8-3 

103 and 8-104 programs] effort.”
5
 However, I believe his proposal to create a self-direct 4 

program for these customers is unnecessary and will likely result in lower overall energy 5 

savings and net benefits to all ratepayers. 6 

 Mr. Fults claims there are three main reasons why the current programs do not 7 

adequately support large customer projects: 8 

1. Because large customers have significant dedicated in-house resources, they 9 

routinely adopt efficiency measures and have already implemented the “low 10 

hanging fruit.” 11 

2. Large customer projects often require complex planning and longer lead times than 12 

projects with smaller customers. 13 

3. There is too high an administrative burden for large customers to effectively 14 

participate in programs due to “needless bureaucracy and lack of clarity.”
6
 15 

 16 

Q. What is your opinion of the above barriers Mr. Fults identifies as preventing 17 

current programs from serving large customers efficiently and effectively? 18 

A. Mr. Fults does not provide specifics about how or why the current programs do not 19 

and cannot overcome these barriers successfully. To the extent they do not currently serve 20 

the largest customers effectively, they can and should be modified by program 21 

administrators to remove any unnecessary barriers to participation. However, it is not clear 22 

what exactly these barriers are.  23 

                                                 

 

5
 REACT Ex. 1.0, pp. 7-8 

6
 REACT Exhibit 1.0, pp. 8-9. 
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Mr. Fults’ first point that large customers have dedicated in-house resources is 1 

certainly true. However, in my experience, this tends to facilitate large customers 2 

participating in efficiency programs in disproportionately high numbers, and capturing 3 

more than their fair share of efficiency program budgets and benefits. Further, the claim 4 

that large customers “routinely adopt efficiency measures” also should serve to support 5 

those customers getting particular benefit from the programs because by definition they 6 

routinely have projects that will qualify for rebates and other assistance. All else equal, 7 

they are in the best position to leverage and benefit from efficiency program funds. In my 8 

experience large customers overwhelmingly benefit from utility efficiency programs, 9 

typically participating in much higher portions than any other customer segment, typically 10 

being repeat participants that can access on-going funding, and typically capturing more 11 

benefits than they pay into efficiency program funds. Later in my testimony, I show some 12 

results from Massachusetts that shows this typical outcome. 13 

 Further, I agree with Mr. Fults’ second point that many large customer projects can 14 

be complex and require a multi-year approach to planning and implementation. However, 15 

Mr. Fults has not explained what about the current programs prevents this multi-year 16 

approach. Certainly many programs in other jurisdictions work over multiple years on 17 

projects with large customers, and I see no reason that the Illinois program administrators 18 

cannot do the same. I note this is also an issue for many medium-sized C&I customers, as 19 

well as most C&I new construction, both segments of which are served by Illinois 20 

programs. To the extent there are specific program rules that create a barrier to large 21 

customer multi-year projects, I encourage REACT and other large customer groups to 22 

attend SAG meetings and articulate their concerns. However, resolving these issues with 23 

improved program designs is preferable in my opinion to creating separate self-direct 24 

programs, and will provide greater benefit to large customers who almost always can 25 
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capture more benefits from the programs than the contributions to efficiency funding they 1 

must make. 2 

 I am not sure of the specific issues or concerns Mr. Fults’ third criticism relate to—3 

that programs are unnecessarily bureaucratic and administratively burdensome. Certainly, 4 

if this is the case, this can and should be remedied by the program administrators. I 5 

encourage REACT and its members to attend a SAG meeting and present the program 6 

rules it finds burdensome so the program administrators and stakeholders can work 7 

together with them to find appropriate solutions. 8 

 9 

Q. You mention that large C&I customers tend to disproportionately participate 10 

in efficiency programs as compared to other segments. Do you have any specific 11 

evidence of this? 12 

A. Yes. First, I have been working planning, designing, analyzing and evaluating 13 

efficiency programs throughout North America for 30 years, and have generally 14 

specialized mostly in the C&I sectors. It has been my overall experience that the largest 15 

customers are the most sophisticated, best positioned to take advantage of efficiency 16 

programs, have significant access to capital to enable them to leverage efficiency funding, 17 

are constantly making facility modifications and investments that allow them to benefit 18 

from programs, and overwhelmingly account for a large portion of program budgets and 19 

savings. It has also been my experience in some places that have permitted customers to 20 

opt-out or self-direct efficiency funds, that they sometimes have discontinued use of these 21 

opt-out and self-direct options because they typically limit any customer benefits to no 22 

more than they contribute to efficiency program funding. In contrast, large customers 23 

directly participating in programs can and typically do receive significantly more funding 24 

and services back from programs than they contribute to efficiency funding, thereby 25 
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creating significant benefits to these customers, as well as to all ratepayers. It has also been 1 

my experience that the most successful programs establish long-term relationships with 2 

large customers and work on multi-year projects to ensure continuous improvement. These 3 

services can and should be structured to support large customer’s procurement and other 4 

organizational policies. 5 

 A 2011 Study of Participation Rates Among C&I customers in Massachusetts 6 

supports my point. As can be seen in the following tables, the largest customers 7 

overwhelmingly participate in programs at much higher levels than smaller customers, and 8 

have been responsible for the largest portion of savings and benefits. This is consistent 9 

with what I have typically found in other jurisdictions. 10 

 11 

Table 5-5: Participation Rates by Account Size - Electric
7
 12 

 13 
 

Participation Rates - Electric 
Us age Size 

Category 
Number of 

Participants 
Number of 

Billed 

Cus tomers 

KWh Savings KWh Us age % Participating % Savings 

Achieved 

<75 KW 5,042 327,236 81,266,292 7,734,904,093 1.5% 1.1% 

75-300KW 1,089 13,606 65,350,829 5,981,721,548 8.0% 1.1% 

300-750KW 519 3,326 61,307,063 5,569,696,232 15.6% 1.1% 

750-1000KW 82 493 15,299,023 1,561,748,396 16.6% 1.0% 

1000-5000K 248 900 89,836,336 6,018,647,877 27.6% 1.5% 

>5000KW 41 78 152,863,753 1,251,988,685 52.6% 12.2% 

Overall 7,021 345,639 465,923,295 28,118,706,830 2.0% 1.7% 

 14 

 15 

 16 

 17 

                                                 

 

7
 DNV-Kema, Customer Profile Project, Revised Final Report, prepared for the Massachusetts Program 

Administrators and the Energy Efficiency Advisory Council, June 20, 2013, P. 5-6. 
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Table 5-9: Participation Rates by Account Size - Gas
8
 1 

 2 
Participation Rates - Gas 

Us age Size 

Category 
Maximum Value 

(Therms ) 
Number of 

Participants 
Number of 

Billed 

Cus tomers 

Therms Savings Therms Us age % 

Participating 
% Savings 

Achieved 

Small 8,000 1,448 110,058 990,541 172,961,057 1.3% 0.6% 
Medium 80,000 770 14,918 2,359,033 312,998,254 5.2% 0.8% 
Large 1,000,000 94 1,242 3,211,538 263,546,098 7.6% 1.2% 
Very Large 48,753,283 19 80 1,335,973 282,990,504 23.8% 0.5% 

Overall  2,331 126,298 7,897,084 1,032,495,913 1.8% 0.8% 

 3 

As can be seen above, the larger a customer is (in terms of energy usage), the 4 

higher its propensity to participate in efficiency programs. In addition, for electric, over 5 

half of the largest customers participated in just this single program year. In my 6 

experience, many large customers participate in efficiency programs regularly every year, 7 

and this is not atypical. I believe the above data shows that efficiency programs can be, and 8 

usually are, most advantageous to the largest customers who have the resources to leverage 9 

program funds and overcome the various rules and procedures. I do not believe a self-10 

direct approach is necessary. Further, in general self-direct approaches leverage less 11 

private market spending, create fewer jobs and capture lower overall savings and benefits 12 

to all ratepayers. 13 

I encourage the Commission to reject REACT’s proposed self-direct program. 14 

Rather, the ICC should direct REACT to engage with the program administrators and SAG 15 

to address its concerns and work with these parties to modify programs in ways that best 16 

serve its constituents. In addition, the ICC should make clear that program administrators 17 

can and must work with all appropriate customers to commit to multiyear projects that 18 

span currently approved program or planning periods. 19 

                                                 

 

8
 Id. at 5-8. 
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 1 

Q. Can you elaborate as to why you believe Self-Direct is a suboptimal solution to 2 

REACTS’ concerns? 3 

A. Most self-direct programs allow customers to retain control of their efficiency 4 

funds and use them to cover 100% of the costs of “efficiency” projects. This often results 5 

in three undesirable outcomes: 6 

1. Failure to leverage private investment.  Permitting large C&I customers to opt 7 

out of the 8-103 and 8-104 programs means the efficiency program funds do not 8 

leverage additional private party investment in cost-effective efficiency. As a result, 9 

the Section 8-103 ratepayer funds are more limited in their overall impact. This is 10 

especially disappointing since the largest customers have the greatest access to 11 

capital to supplement the program funds.  12 

2. Inadequate measurement and verification of energy savings.  Many self-direct 13 

programs, including the Illinois gas self-direct program, do not have appropriate 14 

levels of measurement and verification to ensure that funds are used on appropriate 15 

and cost-effective efficiency. As a result, often a substantial portion of these funds 16 

are either used to fund freeridership (e.g., customers simply accounting for the 17 

funds by allocating to things they were already doing), pay for non-cost-effective 18 

measures, or pay for business-as-usual plant investments that do not really improve 19 

efficiency over a standard practice new baseline efficiency (e.g., customers replace 20 

older equipment with standard new equipment and claim savings compared to the 21 

very old and less efficient equipment which would have been replaced anyway). 22 

3. Creates inequitable cross-subsidies.  Self-direct programs allow the heaviest 23 

users of energy to completely avoid contributing to overall ratepayer efficiency 24 

efforts, effectively requiring heavier cross-subsidies of the efficiency programs 25 

from the remaining customers, who both bear less responsibility for energy use and 26 

have less ability to participate in programs. Moreover, the largest users are 27 

responsible for a significant amount of the supply pressure that tends to drive up 28 

market prices and require expensive generation, transmission or distribution system 29 

upgrades. While they should not be sharing an inordinate burden in contributing to 30 

the health of the overall utility systems, they already typically pay the lowest retail 31 
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supply rates and I see no policy reason they should be completely exempt from 1 

contributing to these broader societal goods and shift the entire energy savings 2 

burden to only smaller, lower-use customers. 3 

 4 

Q. Do you have any other comments regarding self-direct programs? 5 

A. Yes. NRDC Witness Neme and ELPC Witness Crandall discuss the gas 6 

self-direct program and DCEO’s role in administering it in their Direct testimonies. They 7 

both argue that DCEO should establish more robust measurement and verification (M&V) 8 

procedures to ensure that actual energy savings are being captured with these self-direct 9 

funds and to estimate net savings and spending on efficiency. I agree with Mssrs. Neme 10 

and Crandall. While the PUA does not provide or require any specific criteria in terms of 11 

M&V, I see nothing in the PUA that would preclude DCEO from establishing and 12 

implementing more rigorous procedures. The legislation clearly permits DCEO to “audit” 13 

the self-direct customer applications. Therefore, I believe DCEO can do more to scrutinize 14 

the spending and savings in this program and ensure these funds are being spent wisely.  15 

The Commission’s Order in this docket should direct that that occurs. 16 

 17 

Q. Does this conclude your testimony? 18 

A. Yes. 19 


