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By the Commission:

I. PROCEDURAL HISTORY

On August 30, 2013, the Department of Commerce and Economic Opportunity
(“DCEO”) filed its Verified Petition for approval of Plan Three. The Petition seeks approval
of DCEO’s Plan 3 pursuant to Sections 8-103 and 8-104 of the Act. On August 30, 2013,
DCEO also filed its Plan 3, supporting testimony, and exhibits.

Testifying on behalf of DCEO were Agnes Mrozowski1, Assistant Deputy Director of the
Energy Office,; John J. Cuttica2, Director of the Energy Resource Center at the University of
Illinois Chicago,; David Baker3, Energy Division Manager for the DCEO Energy Office,;
and Stefano Galiasso4, Research Engineer at the Energy Resource Center at the University of
Illinois Chicago.,

The following parties intervened in this matter: the People of the State of Illinois (“AG”);
the Citizens Utility Board (“CUB”); the Environmental Law and Policy Center (“ELPC”);
the Natural Resources Defense Council (“NRDC”); the City of Chicago; the Coalition to
Request Equitable Allocation of Costs Together (“REACT”); and the Midwest Cogeneration
Association (“MCA”) (collectively “Interveners”).

The Staff of the Illinois Commerce Commission (“Staff”) and the Interveners filed Direct
Testimony on October 31, 2013. DCEO filed Rebuttal Testimony on November 14, 2013.
Pursuant to notice duly given in accordance with the law and the rules and regulations of
the Commission, an evidentiary hearing was held before a duly authorized Administrative
Law Judge on November 22, 2013, during which DCEO, Staff, and the Interveners moved
into the record their respective exhibits. At the conclusion of the evidentiary hearing, the
record was marked heard and taken.

The following witnesses testified:

1) on behalf of DCEO Agnes Mrozowski, David S. Baker, John Cuttica, and Stefano
Galiasso;
2) on behalf of Staff Jennifer Hinman and David Brightwell; and
3) on the behalf of the Interveners AG presented witness Philip H. Mosenthal, CUB

presented witness Rebecca Devins, ELPC presented witness Geoffrey Crandall, REACT
presented witness Bradley Fults, MCA presented witness Daniel Natura, and NRDC
presented witnesses Chris Neme and Dylan Sullivan.

1
Testimony was to support DCEO Exhibit 1.0, 1.1 and 1.2 and DCEO Exhibits 6.0, 6.1 and 6.2

2
Testimony was to support DCEO Exhibits 2.0, 2.1, 2.2, 2.3, 2.4, 2.5, 2.6,2.7, 2.8, 2.9, 2.10, 2.11, 2.12 and DCEO exhibit 7.0

3
Testimony was to support Exhibits 3.0, 3.1,3.2, 3.3, 3.4, 4.0,4.1,4.2, 4.3,4.4, 4.5,4.6, 4.7, 4.8 and DCEO Exhibit 8.0

4
Testimony was to support DCEO Exhibits 5.0, EEPS Potential Study and Exhibit 9.0.
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II. STATUTORY LANGUAGE

Pursuant to the Illinois Public Utilities Act, 220 ILCS § 5/1-101 et seq. (the “Act”), and
consistent with the Illinois Commerce Commission’s (“Commission’s”) prior approval of
DCEO’s first and second sets of Plans (”Plan 1” and “Plan 2”), DCEO respectfully requests the
Commission to approve its integrated Energy Efficiency Plan (“Plan 3”).

DCEO’s Plan 3 sets forth cost-effective energy efficiency programs and measures that
meet the statutory requirements of Section 8-103 and 8-104. That alone warrants its approval.
Section 8-103(a) and Section 8-104(a) states that “[i]t is the policy of the State that electric and
natural gas utilities are required to use cost-effective energy efficiency and demand-response
measures to reduce delivery load.” These Sections of the Act provide DCEO with an
opportunity to implement electric and natural gas energy efficiency programs. Importantly, in
previous electric energy efficiency dockets, the Commission concluded that the cost-
effectiveness requirement must only be met on a portfolio level, rather than at the individual
program or measure level. Final Order, Ameren Illinois Docket No.07-0539, (Feb. 6, 2008), p.
21.

The Utilities are to implement 75% of the energy efficiency measures, while the
remaining 25% of approved energy efficiency measures are implemented by the DCEO. 220
ILCS 5/8-103(e); 220 ILCS 5/8-104(e). Note that the natural gas section of the law refers to
75% and 25% “of the availability of funding,” rather than percentages of efficiency measures.
The Commission has consistently interpreted the language to mean percent of funding in both
cases under the previous plans. Further, “[a] minimum of 10% of the entire portfolio of cost-
effective energy efficiency measures shall be procured from units of local government,
municipal corporations, school districts, and community college districts.” Id. The DCEO is
charged with coordinating the implementation of these measures. 220 ILCS 5/8-103(e); 220
ILCS 5/8-104(e).

As required by Plan 3, DCEO must also:

(1) Coordinate with the public utilities to present a portfolio of energy efficiency
measures to households with incomes at or below 80% of area median income (80 AMI)
proportionate to the share of total annual utility revenues in Illinois from households at or below
150% of the poverty level.

(2) Demonstrate that its overall portfolio of energy efficiency measures is cost‑effective
using the Total Resource Cost (TRC) test and the Technical Reference Manual (TRM), except
that low income programs are exempt from the cost-effectiveness requirement, and represents a
diverse cross-section of opportunities for public sector and low income residential sector
participation in the programs.

(3) Provide for an annual independent evaluation of the performance of the cost-

effectiveness of DCEO’s portfolio of measures, as well as a full review of the 3‑year results of
the broader net program impacts, and, to the extent practical, provide for adjustment of the
measures on a going‑forward basis as a result of the evaluations. The resources dedicated to
evaluation shall not exceed 3% of portfolio resources in any given year. 220 ILCS 5/8-103(f)
(2)-(7).
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(4) In addition, DCEO must limit program revenue allocated to the demonstration of
breakthrough equipment and devices to no more than 3%. 220 ILCS 5/8-103(g).

Finally, DCEO’s efficiency programs may be transferred to the Illinois Power Agency
(“IPA”) if DCEO fails to meet the energy savings goals as modified by the Commission. The
Act states: “[i]f, after 3 years, or in any subsequent 3-year period, the Department [DCEO] fails
to implement the Department’s share of energy efficiency measures required by the standards in
subsection (b) [of the Act], then the Illinois Power Authority may assume responsibility for and
control of the Department’s share of the required energy efficiency measures.” 220 ILCS 5/8-
103(j).

The electric and gas portfolio statutes contain clear guidance for DCEO on its part of the
portfolio.

1. The electric and gas portfolio statutes both effectively assign DCEO 25% of the
available funding to support its energy efficiency programs. This budget is
constrained in the same way as the Utility plans by the rate impact caps placed by
both the electric and gas portfolios.

2. Sections 8-103(e) and 8-104(e) state that “[a] minimum of 10% of the entire portfolio
of cost-effective energy efficiency measures shall be procured from units of local
government, municipal corporations, schools districts and community colleges. The
Department [DCEO] shall coordinate the implementation of these measures.”5

Because DCEO receives 25% of the funding to meet the overall savings targets and
because 10% of the overall budget is to be spent on municipals, schools and
community colleges, this obligates 40% of DCEO’s total budget for these groups. As
a result of this provision, a major focus of DCEO’s programs will be these groups.

3. The natural gas efficiency portfolio (Section 8-104) includes additional requirements
for DCEO. Under the gas statute, DCEO is required to contribute 20% of the overall
gas savings goals.6 The gas statute further requires DCEO to integrate its gas and
electric programs to the maximum extent possible.

4. The electric efficiency portfolio includes no specific electricity savings target for
DCEO.

5. Given the rate caps, DCEO is proposing energy savings targets that are achievable
within those budget constraints rather than targets based on a particular percentage of
Utility targets.

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

6
220 ILCS 5/8-103(e) and 220 ILCS 5/8-104(e)
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6. The natural gas statute also includes a provision that “[f]ive percent of the entire
portfolio of cost‑effective energy efficiency measures may be granted to local
governments and municipal corporations for market transformation initiatives.”7

III. DCEO’S INTEGRATED ELECTRIC AND NATURAL GAS PLAN

A. The Plan

1. DCEO’s Position

DCEO states that its Plan 3 meets each of the filing requirements of the Sections 8-103
and 8-104. DCEO contends that its Plan 3 is consistent with the Act in that the portfolio of
programs and measures is cost-effective, comprehensive, focuses on long-term savings and
presents a diverse cross-section of opportunities for DCEO market sectors while minimizing the
cost impacts. DCEO states that the Plan 3 is designed to provide Public Sector, Low Income and
market sectors identified in Section 8-103(e) and Section 8-104(e), opportunities to become more
energy efficient customers of electricity and natural gas. DCEO notes that some programs
initially will be introduced as pilots and will launch on a larger scale in later years.

DCEO states that each of its portfolio of programs – with the exception of Low Income
Programs, which per statute do not need to pass the TRC benefit-cost test –meets the TRC
benefit-cost test required by Section 8-103(f)(4) and Section 8-104(f)(4).

In accordance with Section 8-103(f) and 8-104(f), DCEO has worked closely with the
Utilities in the development of its programs, presents a portfolio of programs targeting Public
and Low Income customer sectors listed in Section 8-103(f)(4) and 8-104(f)(4), and provides
programs targeting households with incomes at or below 80% of area median income.

DCEO’s portfolio of programs will seamlessly offer both electric and natural gas
measures. The integration of the electric and natural gas programs is critical to increase
efficiency gains and to improve program accessibility. DCEO’s programs will cover the same
sectors as its previous three-year Energy Efficiency Portfolio Plans 1 and 2. These sectors
broadly include:

 The statutory public sector set-aside plus additional public sector entities;
 The statutory low income residential target for the electricity portfolio and an equivalent

percentage for the natural gas portfolio; and
 Market Transformation Programs designed to lay the ground work for sustained and

robust energy efficiency in the future in order to facilitate meeting the statutory goals.

DCEO will offer the same suite of programs across the state to avoid confusion and
possible claims of discrimination.

7
220 ILCS 5/8-104(d)
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DCEO’s Illinois Energy Office will administer 25% of the integrated electric and natural
gas energy efficiency portfolio. DCEO’s share of energy savings is less than its share of budget,
which enables DCEO to fund some less cost-effective, but very necessary, programs. As proven
through previous program years, the public sector requires higher incentives than the Utility-
served residential and commercial sectors in order to ensure project completion. DCEO’s
programs targeted at the low-income residential sector are less cost-effective than standard
residential market sector energy efficiency programs, since more of the measure costs, and
sometimes the entire cost, must be covered by the program.

As in Plan 2, DCEO’s “Market Transformation” programs will continue to have
increased kWh/therm savings directly associated with them. All of these program areas are
necessary to meet the statutory requirements and to build energy efficiency delivery capacity
within Illinois for future years of the portfolio standard programs.

DCEO intends to offer integrated natural gas/electric energy efficiency programs across
the territories of the participating utilities – ComEd, Ameren, Integrys (Peoples and North
Shore), and Nicor Gas. The statute specifically requires that DCEO integrate the delivery of
natural gas and electric efficiency programs, unless it can show that integration is not feasible.
220 ILCS 5/8-104(f).

Under the EEPS statutes, the Utilities, in coordination with DCEO, are required to
present a portfolio of efficiency measures targeted at low income households (<80% of the Area
Median Income [AMI]) proportionate to the share of utility revenues represented by those
households at or below 150% of the poverty level. For electricity, that share amounts to 26%.
For natural gas, it amounts to approximately 18% for Nicor Gas and North Shore and
approximately 37% for Ameren and Peoples. DCEO agreed to administer low income
residential programs in Plan 1 and Plan 2 and will continue to administer them under the Plan 3
portfolio within the constraints of meeting its energy savings targets.

DCEO’s Market Transformation Programs provide technical assistance and education to
support achievement of long-term efficiency goals in all market sectors, including the utility-
served markets. These programs are designed to educate energy professionals and strategic
energy decision-makers so that they have the skills and information needed to implement
effective energy efficiency strategies.

2. Commission Staff and Intervener’s Positions

Staff agrees that DCEO’s plan meets the minimum requirements of the statute. Staff has
made specific suggestions regarding energy savings goals to be reduced. Staff and Interveners
make certain recommendations concerning to specific parts of DCEO’s plan which are discussed
more specifically below.

3. Analysis and Conclusion
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The Commission agrees with Staff and finds that DCEO has fulfilled its statutory
obligations to develop and propose a Plan that fulfills the requirements of Sections 8-103 and 8-
104.

A. Electric and Natural Gas Savings Goals

1. DCEO’s Position

DCEO’s Plan 3 proposes modified savings goals that are consistent with the Act’s
spending limitations and rules. 220 ILCS 5/8-103(f). DCEO’s Plan 3 sets forth DCEO’s
proposals to meet its “portion of the energy efficiency standards as modified” by proposing
modified savings goals that are consistent with the Act’s spending limitation and mandate to
modify savings goals in accordance with this spending limitation. 220 ILCS 5/8-103(f). Within
the proposed modified goals, at least 10% of the entire portfolio of measures continues to be
“directed to local governments, municipal corporations, school districts and community
colleges” through the DCEO’s public sector programs. DCEO Ex. 1.1, p. 3. These measures
comprise 40% of the DCEO budget. DCEO Ex. 1.1, p. 3.

In 2013, DCEO conducted an energy savings potential study of the Public and Low Income
sectors. This potential study and extensive program modeling concluded that the achievable
energy savings reduction would be lower than the statutory targets. The statutory statewide
electric targets are 1.8% in the first year of this plan and cap out at 2.0 % for the remaining two
years. The statutory statewide natural gas targets are 0.8%, 1.0%, and 1.2%. DCEO has
established energy savings targets of the following:

 Natural gas: Annual public sector gas savings reduction is 0.7% and Low Income is
0.2%, combining to total 4.70 million therms.

 Electricity: Annual public sector electricity savings reduction is 1.0% and Low Income is
0.3%, combining to total approximately 138 million kWh.

These targets will be modified in DCEO’s compliance filing.

2. Commission Staff’s Position

Staff agrees that DCEO’s Plan 3 is proposing modified savings goals that are consistent
with the Act’s spending limitations and rules. 220 ILCS 5/8-103(f). However, Staff recommends
further modification of DCEO’s goals. Staff states that “the Commission should modify the
energy savings goals proposed by DCEO in its plan, as recommended by Staff, such that the
goals are less aggressive and more realistically achievable”. Staff Ex. 1.0, 12-13. And that
“DCEO, based upon its submitted plan and its past experience, is unlikely . . . to meet the
modified goals that it proposes” on the basis that DCEO’s goals rely too heavily on modeling
results and forecasts rather than on previous years’ experience. Staff Initial brief, p. 4.
“Historically, past participation rates have been low.” Staff Initial Brief, p 7.

On this premise, Commission Staff suggests that DCEO revise the savings goals to
ensure that, on a yearly basis, they do not exceed the average of electric /gas program years 4/1
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and 5/2. DCEO has agreed to submit revised goals upon receiving evaluation reports for program
year 5/2. DCEO Initial Brief, p.10.

3. AG’s Position

AG Witness Phil Mosenthal states “DCEO is essentially creating a contingency buffer of
savings, by designing programs for a certain savings level and then reducing the savings to
conservatively set goals that are only a fraction of what they actually plan to capture, just in case
evaluations find a realization rate less than 1.0. Effectively, DCEO is simply reducing the goals they
are projecting as a hedge. I can find no support for such an adjustment in the plain language of the
statute. At a minimum the proposed goals should be adjusted upwards to eliminate the assumed
realization rates for public and low income sectors, respectively.” AG Ex. 1, p. 22. AG Witness
Mosenthal goes on to state that approving savings goals that are unnecessarily conservative does not
benefit low income and public sector customers. AG Initial Brief, p. 5.

An additional issue raised by the AG in the evidentiary hearing is the challenge of municipal
franchise agreements in which municipalities receive free energy from utilities reducing their
incentive to pursue energy efficiency. In its Initial Brief, the AG requested that DCEO identify the
number and identity of communities with such franchise agreements and urged the Commission to
require DCEO to provide this information. AG Initial Brief, p. 18. Only the Utilities can provide this
detailed information.

4. NRDC’s Position

NRDC Witness Chris Neme states “DCEO’s proposed energy savings goals appear to be
considerably lower than they should be, given their available budget and their actual, evaluated
experience to date and the proposed savings goals appear to be low relative to the available budget.”
NRDC Ex. 1 p. 5. NRDC also recommends the Commission reject DCEO’s Plan 3 as filed. NRDC
asks the Commission to direct DCEO to increase its energy savings goals to reflect what was actually
saved per dollar spent in previous program years. NRDC Initial Brief, p. 2.

5. Analysis and Conclusions

Both the AG and NRDC request that Staff Witness Hinman’s recommendation to lower
DCEO’s goals should be rejected. However, both the AG and NRDC failed to provide
suggestions on how to overcome market barriers such as franchise agreements and the current
lack of public sector funds to pay for energy efficiency projects. In response to the NRDC and
AG recommendations, Staff states that “DCEO’s plan simply cannot be analyzed using the blunt
instrument of a cost-per-unit approach. DCEO’s savings obligations are simply too complicated
to be approached in this manner” and that DCEO “has perhaps the most difficult “target market”
for energy savings: the public sector.” Staff Initial Brief, p. 20.

DCEO agrees with Staff Witness Hinman’s recommendation to lower its electric and
natural gas savings goals to no greater than the average of the previous two years’ savings results
per utility territory. At the time of the Draft Proposed Order, DCEO has not received its program
year 5/2 final evaluated savings numbers from its independent evaluation contractors, but
expects to have them within the next month.
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Finally, the Commission should encourage continued discussion within SAG to consider
strategies to address DCEO’s unique market challenges of franchise agreements and utility-
owned streetlights that create barriers to achieving higher goals.

B. Program Flexibility

1. DCEO’s Position

In its previous two plans, DCEO has requested and been granted, with no opposition or
comment, the flexibility to modify budgets and programs to meet specific utility territory
limitations and to meet changing market demands on a timely basis.

DCEO has and will continue to participate in the SAG meetings and sub-committees, and
to maintain regular communication with the utilities. DCEO has also brought new programs and
program approaches to the SAG’s attention whenever applicable. Statements made in this
proceeding in intervener testimony imply that DCEO plans to disregard the established planning
process and the SAG process. This is simply not the case. Two examples of DCEO’s
collaboration with both the utilities and the SAG are the Codes Collaborative working group and
the Combined Heat and Power working group. In the interest of using ratepayer dollars as cost
effectively as possible while examining the EEPS energy savings potential of both these
initiatives, these collaborations were funded with non- EEPS funds.

DCEO’s flexibility request is a reasonable request. DCEO simply needs the flexibility to
shift funds within a market sector to other program line items. For example, if a targeted
program is not meeting expectations while another program – such as retro-commissioning – is
exceeding expectations, DCEO has the ability to move funds to the more successful program.
Although they have separate budget lines, both programs are public sector and both pass the
TRC. The Public Sector works on various budget approval calendars. Many public entities must
present a pre-approved project to a school board or city council before it is approved within an
annual budget. If a project doesn’t receive local approval or a tax referendum is not passed, the
pre-approved project may be cancelled. Often times a large amount of funds are de-obligated,
and DCEO must spend the budget elsewhere in a short timeframe. Waiting for SAG approval
would delay project decisions and create a missed opportunity.

However, DCEO feels complete program flexibility with no limitations is a reasonable
request; however agreed to ELPC Witness Crandall’s recommendation in ELPC Data Request
3.1 that moving more than 20% of the total portfolio budget between market sectors may require
goal adjustments and Commission approval.

2. Commission Staff’s Position

Staff was silent on this issue.

3. ELPC’s Position
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As ELPC Witness Crandall states, “DCEO’s request for flexibility is vague as to what
authorization it is seeking as well as the reason and need for such authorization, having described
the request in two sentences in its entire filing. For example, the request to modify programs
could potentially allow DCEO to temporarily stop, start, suspend, expand, reduce, delete or add
measures, and otherwise modify programs at its sole discretion.” ELPC Ex. 1.0, p. 4.
Specifically, ELPC proposes that any shifts of budgets that result in a variance from planned
annual program budgets of 20% or more would trigger goal adjustments.

ELPC proposes that DCEO would approach the Commission for approval to adjust its
goals if it is considering moving than 20% of the funds in one of its portfolios (public sector, low
income and market transformation) to another. ELPC Initial Brief, p. 31.

4. AG’s Position

AG Witness Mosenthal states there should be some limitations on DCEO’s budget and
program flexibility. He argues that some amount of program and budget flexibility is needed to
optimize program implementation, but some meaningful limits must be included to ensure the
integrity of the Commission review process. AG Witness Mosenthal goes on to state that
unfettered flexibility makes it much easier for DCEO to simply diverge from its approved plan
and shift budgets from more expensive to less expensive programs. AG Ex. 1.0, p. 24.

“The ELPC compromise appears to be reasonable and ensures that program dollars are
not shifted unilaterally between sectors without confirmation from the Commission. This
proposal should be approved by the Commission and included in the commission’s final Order in
this case, with the caveat that SAG consultation occurs before making significant programs
changes, rather than after the fact.” AG Initial Brief, p. 32

5. Analysis and Conclusions

The Commission acknowledges that although DCEO hesitates to agree to limitations that
could jeopardize timely response to market demands, DCEO will agree to this limitation at an
overall portfolio level. DCEO accepts ELPC Witness Crandall’s recommendation that the 20%
budget threshold is interpreted to apply to shifts in spending among DCEO’s public sector,
market transformation, and low income programs at the portfolio level.

B. Core and Targeted Programs

1. DCEO’s Position

DCEO proposed in its Plan 3 a series of core and targeted programs to address energy
efficiency in the Public Sector. For clarification, targeted programs are subsets of the DCEO
core programs: Public Sector Standard and Custom Programs. Each of the core programs is
parallel to similar business programs offered by the Utilities and included in state and utility
efficiency programs across the country.

The targeted programs are of two types. One type is direct install. DCEO is proposing a
Green Nozzle program to reduce energy required to heat water in commercial kitchens at
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colleges, universities, schools, and prisons. DCEO is also proposing a program called Savings
Through Efficient Products (STEP) to install low-cost efficiency measures in public schools and
park districts. Both programs were successfully piloted last program year (5/2).

The second type of targeted program is essentially an extension of the core Public Sector
Standard and Custom program. Participants fill out the regular Standard and Custom
application, but receive special bonus incentives to bring them into the program. DCEO
proposed several of these targeted programs in Plan 3: Public Sector Aggregation, High Impact
Natural Gas Efficiency (HINGE), Waste Water Treatment, and Combined Heat and Power.
These targeted programs meet several needs. Waste Water Treatment Plants and CHP were
identified by DCEO’s Energy Efficiency Potential Study as having significant potential for
efficiency gains beyond current program performance. Aggregation was created as a pilot
program to simplify program administration for municipalities or other entities with multiple
efficiency projects. HINGE was created to solicit larger natural gas efficiency projects. The
pilot program resulted in projects twice as cost-effective as originally projected.

All of the targeted programs are designed, in part, to help overcome the challenge of so
many communities receiving free electricity or gas under their franchise agreements. These use
special incentives and marketing to generate additional energy efficiency projects that may not
have occurred without the special targeted programs. DCEO believes that offering targeted
public sector programs is an effective strategy for maximizing energy savings and may develop
additional targeted programs in the future. Depending on the actual applications received,
DCEO will shift the funds among the sub-programs to make the best use of the funds and to
maximize energy savings. DCEO Ex. 2.0 and DCEO Ex. 8.0 Rebuttal Testimony.

2. Commission Staff’s Position

The Commission Staff commented on two targeted programs: the Waste Water
Treatment Plant program and a Data Center program proposed by an intervener, ELPC.

Staff Witness David Brightwell argued that the $5 million allocated to the Water
Treatment Plan program was too large a sum for a program that is at present unproven. Witness
Brightwell recommended that DCEO “A) allocate this money to other programs with an
understanding that it can be reallocated to Waste Water facilities if the program proves to be
successful; or B) provide the Commission a contingency Plan for reallocating these funds in the
event the money cannot be spent as effectively as anticipated in this Plan.” Staff Ex. 2.0, p. 12.

DCEO believes this recommendation reflects a misunderstanding of the nature of
DCEO’s Plan and Public Sector programs. The plan analysis shows potential spending and
savings separately for the full range of core and targeted programs that DCEO intends to
administer, in order to provide transparency. The dollars allocated to each program in the plan
are not intended to be rigid budgets. Projects are funded on a first-come, first-served basis
within the Public Sector Energy Efficiency Program, and if demand for a particular program in a
particular utility territory exceeds expectations, the dollars are immediately reallocated from
programs where activity is lower than expected. Actual spending among the targeted and core
programs will most certainly vary significantly, particularly across the various utility territories.
This has been DCEO’s experience from PY 1 on, and DCEO expects that pattern to continue.
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DCEO believes the $5 million in program incentives for the Waste Water Treatment Program is
a reasonable estimate, but will quickly make adjustments up or down based on the actual
program activity. DCEO believes this an adequate “contingency plan.”

In response to testimony from the ELPC that DCEO should be directed to implement a
targeted Data Center Program, Staff Witness Hinman suggests that “a dedicated Data Center
Program may not be necessary”. She recommends the Commission direct DCEO to
“investigate” rather than unconditionally “implement” a Data Center Program. Staff Ex. 3.0
Rebuttal, p. 20-21.

Staff did not challenge any other targeted programs, either the direct install or other
programs that are extensions of the Standard and Custom programs.

3. AG’s Position

None of the Interveners challenged the direct install programs and most did not question
the wisdom of offering targeted Standard and Custom programs. However, AG Witness
Mosenthal was the only intervener to challenge DCEO’s approach of offering targeted public
sector programs. AG Witness Mosenthal questioned “the logic in separating these [targeted
programs] out from the main programs that already appear to cover these opportunities, rather
than just providing more targeted services within these programs.” He acknowledged that
“targeting specific initiatives to particular markets and opportunities can be a good strategy,” but
argued that “these “programs” are more appropriately simply services to support the main
programs, and separating out their budgets results in a very unclear picture of what programs are
cost-effective and why certain things are targeted.” AG Ex. 1.0, p. 5, lines 6-14.

In its Initial Brief, the AG also offers some comments on the design of DCEO’s
Wastewater Treatment (WWT) Program. The AG recognizes that “WWT facilities are highly
energy intensive, and typically offer large and cost-effective opportunities for efficiency
improvements” and “can be highly important to the public sector.” However, the AG believes
that “DCEO may not be taking full advantage of the potential of such a program” because it is
focusing too much on a single technology category – improved aeration – and seems to ignore
the potential for natural gas savings and CHP in WWT plants. AG Initial Brief, p. 12-13.

4. ELPC’s Position

ELPC Witness Crandall recommends that DCEO adopt an additional targeted program to
address data centers. He argued that data centers “are relied on heavily throughout the public
sector, including universities and government operations.” He recommended that the
Commission “direct DCEO to implement a data center pilot program or modify its existing
public sector programs to respond more comprehensively to data centers’ unique energy use
characteristics” within six months of the date of the Order in this proceeding. ELPC, Ex. 1.0, p.
14-15. While DCEO does not agree with this recommendation, DCEO agrees to refine or update
its energy efficiency potential study within the next six months to include the savings potential
for public sector data center projects in Illinois and to present the results to the Stakeholder
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Advisory Group. At that point it will determine if a data center program is justified. DCEO
Response to ELPC Data Request 3.2. DCEO plans to continue to fund data center projects
through its Public Sector Custom program and provide related technical assistance through the
Smart Energy Design Assistance Center (SEDAC), unless the updated potential study or demand
for data center incentives indicates a need for a targeted program. DCEO Ex. 6.0 Rebuttal
Testimony, p. 8-9.

5. Analysis and Conclusions

The Commission accepts DCEO’s proposed public sector program structure of core
programs and targeted programs. The Commission agrees that DCEO has provided sufficient
justification and experience for that structure. DCEO will reallocate the funds identified for the
targeted programs to other public sector programs “in the event the money cannot be spent as
effectively as anticipated in this Plan.” This is consistent with Staff’s recommendation in Staff
Ex. 2.0. Further, DCEO will update its energy efficiency potential study within the next six
months to include the savings potential for public sector data center projects in Illinois and to
present the results to SAG.

Finally, to address criticisms of the WWT program, DCEO will, in its compliance filing,
adjust the program to make it a more holistic, comprehensive program to reach out to WWT
plants and more effectively tap into their large energy efficiency potential. As the AG suggests,
the program will be designed as an extension of the Public Sector Custom (and Standard)
program, but with special marketing and outreach.

C. Targeted Programs - Combined Heat and Power (CHP) Program:

1. DCEO Position

DCEO believes that CHP technologies, when properly designed, installed and operated,
will provide the public sector market in Illinois a very cost effective energy efficiency measure
that will save energy, reduce utility costs, benefit the environment, and provide more reliable
energy. With the passage of Public Act 98-0090 (SB 1603) which expands the definition of
energy efficiency to “include measures that reduce the total Btus of electricity and natural gas
needed to meet the end use or uses,” technologies such as CHP and Geothermal Heat Pumps are
now allowable under the State Energy Efficiency Portfolio.

DCEO proposed CHP program is focused on encouraging investment in Conventional or
Topping Cycle CHP systems as well as Waste Heat-to-Power or Bottoming Cycle CHP systems.
DCEO intends to issue a competitive solicitation in the spring of 2014 that will seek qualified
applications that will reduce the total Btus of electricity and natural gas required to meet the end
use needs of the facility through well-designed CHP projects. Depending on the application, the
saved Btus can be converted totally into kWh saved or a combination of kWh and therms saved.
DCEO Ex. 2.0 p. 21. The targeted market sectors for this program include Schools, Community
Colleges, Public Universities, Prisons, Public Healthcare Facilities, Waste Water Treatment
Facilities, as well as other public sector facilities.
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In June 2013, DCEO convened a special CHP workshop at the request of the Illinois
Stakeholder Advisory Group (SAG) with over fifty interested stakeholders to discuss CHP as an
energy efficiency measure in the State EEPS Program. As a result of that workshop, the DCEO
developed the CHP Program Template, a detailed outline of the proposed program, and
submitted it as part of the filing. DCEO Ex. 2.7. DCEO has made it clear that it will expand the
detailed program outline into a much more detailed set of Program Implementation Guidelines,
as it does for all of its approved programs, before the program is introduced. The guidelines will
include the actual solicitation document (RFP), approved application forms, details on field
metering requirements, grid interconnection requirements, data submittal requirements, flow
charts on how the program will be monitored and other program requirements. DCEO will
continue to work closely with the utilities and the Stakeholder Advisory Group (SAG) in
developing the implementation plans and documents. DCEO Ex.7.0, p. 4.

As discussed at the workshop, the Program Template outlines a CHP program that
includes:

 Issuing a competitive solicitation in the spring of 2014 that will seek qualified
applications that will reduce the total Btus of electricity and natural gas required to meet
the end use needs of the facility;

 Providing performance based incentives for qualified CHP projects (with a minimum
system efficiency of 60% (a level that ensures significant use of the available waste heat
and a level utilized by the federal government to qualify for a CHP investment tax credit
and utilized in other state efficiency programs;

 Utilizing a method of calculating the energy (Btu) savings of topping cycle CHP systems
that is utilized by the U.S. EPA in their emission calculator as well as the method utilized
by several states that have CHP as part of their energy efficiency programs; and

 Allocating energy (Btu) savings between both electricity and natural gas when
appropriate.

2. Commission Staff Position

The testimony submitted by the ICC Staff contained no specific comments on the CHP
Program.

3. MCA’s Position

MCA witness Daniel Natura submitted testimony in support of the proposed DCEO CHP
program. The MCA represents many of the developers, engineering firms, and CHP
manufacturers that serve the CHP industry. MCAWitness Natura specified the following as the
key elements of the proposed DCEO program MCA Ex. 1.0:

1) Minimum Conventional CHP system efficiency requirements of 60% with at least
20% of the system’s total useful energy in the form of thermal energy;

2) Up to 1/3 of the proposed incentive available during the design and construction
phase of the project;

3) “We (MCA) believe that both the level of the incentives and structure proposed
by the DCEO are fair and reasonable and will have a positive impact on our ability to move the
market forward in Illinois”; MCA Ex. 1.0.
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4) Inclusion of both forms of CHP in the proposed program (Conventional or
Topping Cycle CHP and Waste Heat to Power or Bottoming Cycle CHP); and

5) “DCEO’s methodology for counting topping cycle CHP energy savings fairly
accounts for the increased on-site use of natural gas and the operating efficiency of the electric
grid both of which are important aspects to calculate energy savings for CHP”. MCA Ex. 1.0.

4. Natural Resource Defense Council’s Position

The NRDC stated in its Initial Brief the position that the DCEO CHP proposed program
is not well designed and that “NRDC’s priority here is to ensure good quality CHP program
development that creates actual efficiency improvements”. NRDC witnesses Sullivan and Neme
provide four specific recommendations.

1) Prioritize applications based on estimated overall system efficiency, taking into
account the portion of the useful thermal output of the CHP system that will actually be used.

2) Prioritize applications based on end use efficiency
3) For topping cycle CHP systems, DCEO should be allowed to claim savings credit

for the portion of the useful thermal output of the CHP system that is actually used
4) For topping cycle CHP systems, DCEO should set the production incentive so

that the approximate $750 /kW total incentive is reached when a CHP system is operating at 75%
system efficiency (measured on a lower heating value (LHV) basis) and DCEO should modify
the production incentive so that a project developer gets an incentive based on the fuel savings
associated with the CHP system instead of based solely on the electrical output of the system.
NRDC Initial Brief p. 12, 17 - 21.

5. AG’s Position

AG Witness Philip Mosenthal states “while CHP can be a worthwhile technology, there
is no reason it cannot be adequately promoted as either a Custom or Standard measure”. Witness
Mosenthal recommends the Commission to direct DCEO to include a CHP measure as a subset
of the Custom program. AG Initial Brief, p. 14. AG Witness Mosenthal also expressed his
concerns related to how DCEO proposes to calculate the savings from a CHP topping cycle
system. “DCEO appears to have chosen a method of estimating this primary energy savings and
then arbitrarily allocating 80% of the savings to electricity and 20% to natural gas. This approach
to calculating CHP energy savings is misguided and should be rejected by the Commission.” AG
Initial Brief, p. 34 - 35.

6. Analysis and Conclusions

The Commission accepts DCEO’s proposed public sector Combined Heat and Power (CHP)
program as filed with the following modifications and additions to the Program Template
(detailed program outline). These modifications and additions are in response to NRDC and AG
comments.

 DCEO will utilize cost effectiveness (TRC) as the most important criteria to prioritize
applications submitted under the competitive solicitation (RFP) DCEO Ex.7.0 p. 4. By



15

utilizing cost effectiveness as the criterion, the DCEO is prioritizing by highest overall
efficiency at lowest system cost.

 DCEO will include an evaluation criterion in the competitive solicitation that requires the
applicants to address what they have done within their facilities to improve energy
efficiency (other than CHP) to address NRDC’s proposal that applications be prioritized
based on previous efforts to improve end use efficiency.

 For Topping Cycle CHP systems, DCEO will only claim savings for the portion of the
useful thermal output that is actually used at the facility.

 DCEO will modify the production incentive to a tiered production incentive, providing
$0.08 / kWh for CHP systems that achieve 75% (LHV) efficiency or higher over 12
months of operation, and providing $0.06 / kWh for CHP systems that achieve system
efficiencies between 60% and 74% over 12 months of operation.

 DCEO will continue to work closely with the utilities and the Stakeholder Advisory
Group (SAG) in developing the implementation plans and documents. DCEO Reply Brief
p 14 - 15.

E. Low Income Programs

1. DCEO’s Position

The Energy Efficiency Portfolio statute requires that the utilities, in cooperation with
DCEO, offer a portfolio of energy efficiency program to low income households with incomes at
or below 80% of area median income, proportionate to the share of utility revenues in Illinois
accounted for by households at or below 150% of the federal poverty level. Section 8-103(f)(4)
and 8-104(f)(4). As in its first two three-year plans, DCEO has proposed to fulfill this mandate
on behalf of the Utilities.

DCEO is proposing a similar set of Low Income programs as approved by the
Commission under Plan 1 and Plan 2. The only change is that DCEO is raising the status of
“Energy Savers,” a project that retrofits multi-family housing, which had previously been funded
under the Residential Retrofit program, so that it is now a standalone program. The programs
include:

 Energy Efficient Affordable Housing Construction Program – provides grants to
affordable housing developers to help cover the incremental costs of meeting energy
efficiency standards beyond current building code requirements in new construction and
gut rehab of low-income housing units;

 Residential Retrofit Program – provides grants to existing housing rehab programs and
the state’s Illinois Home Weatherization Assistance Program to retrofit existing low-
income housing with energy efficiency measures;

 Energy Savers Multi-family Program – designed as a “one-stop shop” for comprehensive
energy efficiency services in existing low-income multi-family housing, works with
building owners and managers to provide energy audits, financial guidance, construction
oversight, and monitoring; and

 Efficiency Living Public Housing Program – assists the 99 public housing authorities
(PHAs) across Illinois to identify energy efficiency opportunities in PHA buildings and
provides incentives for efficiency measures.
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While the Illinois statute (220 ILCS 5/103 and 5/104) exempts the low-income programs
from the Total Resource Cost (TRC) test, DCEO has endeavored to design low income programs
that are cost effective. The energy modeling used in development of the plan estimates an
overall TRC for the low income programs of 0.97. The programs take a comprehensive,
“building system” approach to energy efficiency in low income housing. They are designed to
achieve the maximum amount of energy efficiency in the housing units served within the fiscal
constraints of the programs. DCEO Ex. 3.0. For example, the programs have an important
societal benefit that is not captured by a TRC analysis: they help reduce or eliminate the need
for energy assistance for some households and, therefore, free up funds to serve additional
households. DCEO Ex. 8.0 Rebuttal Testimony.

2. Commission Staff Position

Staff Witness Brightwell raised issues about the structure of the Public Housing
Authority Program and the cost-effectiveness of the measures installed. Staff Witness
Brightwell argued that the PHA program should not pay for energy efficiency measures in
housing authority offices or maintenance facilities; that these should be paid for from public
sector funds and any associated energy savings and cost-effectiveness calculations considered
under the public sector rather than low income sector. ICC Staff Ex. 2.0, p. 13-14. DCEO
addressed this issue by pointing out that the non-residential PHA buildings are so few in number
– 1% of the total – it would be administratively burdensome for the PHAs and DCEO to require
a separate application process for them. DCEO Ex. 8.0 Rebuttal Testimony, p. 6-7.

Staff Witness Brightwell further argues that DCEO could increase the energy savings
from its low income programs and serve more low income households by focusing on the more
cost-effective measures, in other words those measures with higher TRC values. Staff Ex. 2.0, p.
14-20. DCEO believes this is unnecessary. DCEO’s funding does enable existing programs
such as the Illinois Home Weatherization Assistance Program to reach a larger number of low
income households than they could otherwise reach. Yet, on an annual basis they can only reach
a certain number of households and need the ability to install measures to achieve the maximum
amount of energy efficiency in the housing units they serve within the fiscal constraints of the
program. DCEO Ex. 8.0 Rebuttal Testimony, p.8-10.

3. AG’s Position

. The AG recommends that the Commission order a workshop to be held with DCEO,
Staff, and other interveners to address the issue of DCEO’s participation in the Illinois Power
Agency (IPA) procurement to expand funding for DCEO’s low income programs. AG Ex. 1.0.
DCEO believes that the Commission should make decisions regarding DCEO’s role in the IPA
proceeding in that docket, 13-0456, rather than in this case.

4. NRDC’s Position

In its Initial Brief, NRDC explains why using the TRC to evaluate low-income programs
is misguided: “Many of the documented benefits in low-income homes are non-energy benefits
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not captured in the TRC: ability to pay rent, reduced arrearages, increased health, improved
comfort and less stress….And until these non-energy benefits are fully captured in the TRC, the
TRC should not be used as a guide for what is included in the low-income programs.” NRDC
Initial Brief, p. 32. The General Assembly recognized this by not requiring low income
programs to pass the TRC test.

5. CUB’s Position

CUB Witness Devens agreed with Staff Witness Brightwell’s recommendation that
“DCEO should seek to lower the per facility savings in order to increase the number of facilities
that are served”, although CUB Witness Devens went on to say “if for specific measures or
programs, DCEO is limited in how many customers the Department can reach, CUB is not
opposed to DCEO installing a more efficient unit”.

CUB Witness Devens also recommended that DCEO promote the Percentage of Income
Payment Program (PIPP), a type of energy assistance available to low income households,
through its portfolio of low income programs. CUB Ex. 2.0, p. 10-11.

6. Analysis and Conclusions

The Commission approves DCEO’s proposed portfolio of low income energy efficiency
programs, with an understanding that DCEO will work with its colleagues who administer the
Low Income Home Energy Assistance Program, including the Percent of Income Payment
Program option, to determine an outreach strategy for PIPP that makes administrative sense
given the funding levels and program structure. The Commission should not make decisions in
this docket related to the DCEO’s role in the IPA procurement.

F. Market Transformation Programs

1. DCEO’s Position

DCEO believes that strong Market Transformation programs – in the form of technical
assistance, training and education – are critical to the long-term success of the Illinois Energy
Efficiency Portfolio. DCEO is proposing a similar set of Market Transformation programs as
approved by the Commission under each of the two previous three-year plans. The programs
include:

 SEDAC – provides advice, technical assistance, and energy audits to assist potential
clients to identify the most promising building energy efficiency measures and quantify
the benefits of those measures;

 Energy Performance Contracting (EPC) Technical Assistance – technical assistance to
public sector and non-profit entities interested in pursuing energy performance
contracting as a financing option;

 Building Industry Training and Education (BITE) – umbrella program for many of the
following training programs that also solicits proposals from consultants to provide
marketing and outreach in particular sectors, such as schools or park districts;
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 Building Operator Certification (BOC) – nationally recognized competency-based
training and education program for building operators, including special program targeted
to Illinois veterans;

 Building Energy Codes Education and Technical Assistance – education and training
program for code officials, contractors, engineers, architects and other building
professionals on most current Illinois Energy Conservation Code designed to increase
compliance with the code;

 Lights for Learning – education and fundraising opportunity for k-12 schools and youth
organizations, promoting sale of CFLs, LEDs, and other energy efficiency products;

 Illinois Home Performance – based on national Home Performance with ENERGY
STAR® program, the program is a partnership between DCEO and the utilities to
connect homeowners with qualified contractors and energy auditors to assess home
energy performance make energy improvements, and certify performance; and

 Trade Ally Program – program to educate and communicate with the more than 300 trade
allies of DCEO to increase understanding of and participation in DCEO Illinois Energy
Now programs.

In addition to these programs, all of which are active programs under DCEO’s current
Energy Efficiency Portfolio, DCEO is proposing an Illinois Codes Collaborative in conjunction
with the Illinois utilities. DCEO and the utilities have formed a Codes Collaborative working
group with assistance from the Midwest Energy Efficiency Alliance (“MEEA”) to facilitate the
development of a statewide program to increase compliance with the Illinois Energy
Conservation Code beyond the education and technical assistance currently provided by DCEO.
The purpose has been to design and implement more aggressive programs for codes compliance,
such as a Third Party Inspectors Program. DCEO Ex. 4.0 Direct and DCEO Ex. 8.0 Rebuttal
Testimony.

This collaboration is important for several reasons: builders and inspectors work across
utility boundaries, the statewide energy code should be interpreted with consistency, program
elements should be consistent across the state, and finally codes compliance is a statewide
concern. In EEPS Program Year 4/1, DCEO began to explore how to claim savings for energy
savings attributable to the codes training funded from EEPS. The utilities and DCEO have
worked together for over a year to take this further, agreeing on the input/output numbers,
estimated savings and program costs, an allocation system and statewide TRC calculations.

Illinois is on the cutting edge when it comes to its code programs, and DCEO
acknowledges that measuring and claiming savings will be an evolving and complicated process.
The Codes Collaborative will continue to meet to hash out these issues and will continue to
consult with the SAG as the initiative progresses. DCEO Ex. 8.0 Rebuttal Testimony, p. 13.14.

Just as under its previous three-year plans, DCEO is proposing to spend up to 10 percent
of its budget for Market Transformation programs. The only exception is that, depending on the
nature of the Codes Collaborative initiative, the programs could in part be funded from the
research and development budget.
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In Plan 2 DCEO also proposed identifying and claiming savings from two of the
programs: the SEDAC and Building Operator Certification (BOC). DCEO further proposed
developing methods for identifying savings from residential and commercial buildings due to
improvements in compliance with building energy codes attributable to the codes education and
technical assistance. The Commission approved those plans. DCEO is proposing to claim
savings from SEDAC, BOC, and Codes programs in Plan 3. Only direct energy savings beyond
those installed with incentives from DCEO or utility programs would be claimed to ensure no
double counting.

2. Commission Staff’s Position

Staff did not comment on DCEO’s Market Transformation programs.

3. AG’s Position

Only one Intervener commented on DCEO’s Market Transformation programs, AG
Witness Mosenthal. He questioned the separate existence of two Market Transformation
programs and raised concerns about double counting savings from Market Transformation
programs. AG Ex. 1.0.

AG Witness Mosenthal argued that rather than provide technical assistance and energy
audits under SEDAC and assistance with performance contracting under the EPC Technical
Assistance program, “DCEO should instead simply treat these ancillary services as part of their
overall programs rather than standalone programs.” AG Ex. 1.0, 32-34. The AG urges the
Commission to direct DCEO to include the SEDAC and Energy Performance contracting
programs as part of DCEO’s overall customer program rather than as a standalone program and
encourage DCEO to continue seeking the input of the SAG in development of this program.

DCEO does not agree with this position, given that both SEDAC and the EPC Technical
Assistance program have long, well-established track records. To date, SEDAC has provided
design assistance with quantified recommendations for more than 1,100 buildings and the EPC
program has facilitated the implementation of over $380 million in energy efficiency capital
improvements resulting in over $124 million in annual savings. DCEO Ex. 4.0, p. 6-9.

Finally, AG Witness Mosenthal expressed his concern “about the possibility of double-
counting savings between these programs [SEDAC and EPC] and the core public sector
programs.” AG Ex. 1.0, p 28. However, the AG accepted the DCEO’s explanation that its
evaluators have been very careful to avoid any double counting of savings that are separately
being claimed under other DCEO or utility programs, which was clearly stated in their
evaluation reports. DCEO Ex. 3.0, p. 13.

In regards to Codes Collaborative programs, AG Witness Mosenthal state that ‘there are
complex issues around trying to measure improved code compliance, and to attribute any
improvements to particular programmatic actions”, but he stated that he is “not opposed to
DCEO pursuing this strategy and claiming some savings”. AG Ex. 1.0, p 28-29.

4. Analysis and Conclusion
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DCEO recommends that the Commission accept DCEO’s proposed Market
Transformation programs. DCEO further recommends that the Commission approve spending
up to 10 percent of its budget on these programs and additional funds from the three percent set
aside for breakthrough equipment and programs, if necessary, to implement programs in
conjunction with the utilities under the Illinois Codes Collaborative. Finally, the Commission
should approve DCEO claiming savings from its Market Transformation programs, provided that
the evaluations are conducted to preclude double counting of savings.

Finally, DCEO requests the Commission to agree with DCEO and reject the AG’s
recommendation to incorporate the SEDAC and Energy Performance Contracting programs into
its Custom program.

G. Natural Gas Self Direct Program

1. DCEO’s position

Section 8-104 requires large gas customers who want to participate in the self-direct
program (rather than pay into and participate in the gas utility programs) to apply to DCEO’s
Natural Gas Self Direct Program.

DCEO is required to review and approve applications. DCEO verifies compliance with the
self-directing customer requirements through a review of the annual reports submitted by the
approved Self Direct Program customers. Pursuant to 220 ILCS 5/8-104(m)(3), DCEO has the
right to audit the information provided in the application and annual reports to ensure continued
compliance. If DCEO determines that the customer is no longer in compliance, DCEO will
follow the procedures for noncompliance outlined in this section of the statute.

DCEO has followed the statute closely in establishing application, customer approval
guidelines and in the review of the annual reports submitted by the SDCs. However, the
legislation did not provide guidelines for project documentation or funding for DCEO to conduct
site visits to verify completed projects and reported energy savings. DCEO is willing to use
EEPS dollars for these activities if the Commission authorizes such use of EEPS dollars with an
associated energy savings related to the expenditure of the DCEO funds.

DCEO’s interpretation of the statute is that it does have the right to audit the activity of
the Self-Direct Customer’s energy efficiency project/s. However, the term “audit” is not defined
clearly in the statute. DCEO requests Commission clarification on this matter to create a clear
guideline for project verification or evaluation. DCEO is currently working to create a more
defined project verification structure for its Natural Gas Self Direct Program and would like to
implement this with the support of the SAG and the Commission. DCEO is willing to use EEPS
dollars for these activities if the Commission authorizes such use of EEPS dollars with an
associated energy savings related to the expenditure of the DCEO funds.

2. Commission Staff’s Position

Staff is silent on this issue.

3. ELPC’s Position
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All interveners agreed that DCEO was following the statutory guidelines thus far in the
Natural Gas Self Direct Program, but felt DCEO should expand its project verification process.
ELPC Witness Crandall recommends the Commission should recognize that the self-direct
program is reporting significant savings, but those savings are not currently properly verified to
ascertain if these are real efficiency savings. Witness Crandall recommends verification
guidelines be developed and submitted to the Stakeholders group within six months of this
proceeding. EPLC Ex 1.0, p. 8.

4. NRDC’s Position

NRDC Witness Neme states, “unfortunately, the legislation establishing the self-direct
program does not have such an evaluation requirement. I say “unfortunately” because good
evaluation has been identified as one of the keys to successful self-direct program.” NRDC Ex
1.0, P 19.

NRSC states that “[a]n unresolved matter the commission should address if how to pay
for DCEO to verify the energy savings reported by self-direct customers. NRDC strongly
supports the use of 1-2 percent of ECEO’s gas budget to be used for verification activities
associated with the self-direct program.” NRDC Initial Brief, p. 26

5. AG’s Position

In its initial brief, the AG states that the Commission should require DCEO to more
effectively audit and verify the claimed natural gas savings by the Self Direct customers and
direct DCEO and the SAG to develop self-direct program guidelines and recommendations to
ensure that claimed savings are real. AG Initial Brief, page 7.

6. Analysis and Conclusions

The Commission agrees with DCEO’s interpretation of the statute that it does have the
right to audit the activity of the Self-Direct Customer’s energy efficiency projects. However, the
term “audit” is not defined clearly in the statute. The Commission will develop clarification on
this matter to create a clear guideline for project verification or evaluation. The Commission
acknowledges that DCEO is currently working to create a more defined project verification
structure for its Natural Gas Self Direct Program and would like to implement this with the
support of the SAG and the Commission. DCEO is willing to use EEPS dollars for these
activities if the Commission authorizes such use of EEPS dollars with an associated energy
savings related to the expenditure of the DCEO funds.

H. Electric Self Direct Program

1. DCEO’s Position

Given the vague project verification processes in the existing Natural Gas Self Direct
statute, DCEO believes its priority in this docket is to clarify the project verification aspect for
the existing Natural Gas Self Direct Program before it begins contemplating a pilot electric self-
direct program.
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2. Commission Staff’s Position

Staff is silent on this topic.

3. REACT’s Position

REACT Witness Fults proposes an Electric Self-Direct Pilot Program “that would allow
the largest Illinois electricity users to access their own energy efficiency funds to make cost-
effective investments in energy efficiency projects, while providing appropriate monitoring and
verification.” REACT Ex. 1.0, p. 11. REACT proposes a “well designed Electric Self-Direct
Program which has the potential to significantly increase participation by the largest energy
users, resulting in implementation of additional cost-effective energy efficiency projects.”
REACT Ex. 1.0, p. 17-18.

4. Analysis and Conclusions

DCEO recommends that the Commission not take action on an Electric Self Direct
Program proposal as part of this proceeding. DCEO believes the adoption of an electric self-
direct program is premature. However, DCEO would support further discussion of the needs of
Illinois’ largest energy users and how the portfolio can better serve them.

I. Adjusted Gross Methodology Proposal

1. DCEO’s position

DCEO believes that the current net-to-gross methodology is a flawed approach and that a
different approach should be taken, particularly for its unique sectors, for the following reasons:

First, the calculated Net-to-Gross values for the Illinois EEPS programs managed by the
utilities and DCEO have varied considerably for similar or identical programs and from year to
year, generally without any clear explanation. This seems to indicate differences in the methods
used by various evaluators or variability inherent in the methods used by presumably equally
competent evaluation teams.

Second, according to experts at a workshop sponsored by the Midwest Energy Efficiency
Alliance about evaluation approaches: “[a]ttributing savings to one cause or another can be quite
complex. Further, there is a lack of consensus amongst States, utilities, and evaluators on which
factors should be considered – and how those factors are defined.” 8

Third, the analyses to date have focused primarily on the free rider measurement, and
have not adequately addressed spillover, because spillover is more difficult and costly to
measure.

8
Midwest Energy Efficiency Alliance, “A Net or Gross Energy Savings Approach: Perspectives at the MEEA 2012

Annual Meeting of the Membership”, April, 2012
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Fourth, according to ACEEE, all of the other states in the Midwest (Indiana, Iowa,
Michigan, Minnesota, Missouri, Ohio, and Wisconsin) reported taking such an adjusted gross
approach for all or a portion of their energy efficiency programs. Illinois is the only Midwestern
state that has been applying a purely “net” savings approach across all of its programs.
[Personal telephone communication from Marty Kushler, Senior Fellow, ACEEE]

Lastly, participants in MEEA’s workshop point out another shortcoming to the current
approach: “[a] net savings approach may result in an underestimate of savings potential and
program cost-effectiveness, thereby preventing utilities from moving forward with innovative
programs that while less cost-effective in the short term, have great value in the long-term.”
DCEO supports an approach referred to as an “adjusted gross” approach. Again to quote the
MEEA report which summarizes the views of its panel of experts:

“The evaluators predict that, ultimately, experienced utilities that have gone through the
net savings process will make a further shift to an “adjusted gross” approach for the
purpose of setting and assessing progress towards savings goals... Adjusted gross savings
typically refer to the change in energy consumption and/or demand that results directly
from program-related actions taken by participants in an efficiency program, regardless
of why they participated. It adjusts for such factors as data errors, installation and
persistence rates, and hours of use, but does not adjust for free ridership or spillover.”
DCEO Ex. 1.0.

DCEO advocates such an “adjusted gross” approach for Illinois’ Energy Efficiency
Portfolio of programs under sections 8/103 and 8/104 of the Act. DCEO believes such an
approach is appropriate for the utilities’ programs as well as DCEO’s programs, but believes the
case is particularly strong for the market sectors it serves.

DCEO has already adopted this approach with its low income programs in both Plan 1
and Plan 2 and no intervener objected to doing so in Plan 3. Free ridership is not considered an
issue with low income programs because generally the energy efficiency measures would not be
installed without the program. DCEO believes it is equally justifiable to adopt an “adjusted
gross” approach with its public sector programs.

Given the complicated nature of public sector financing and the often troubled fiscal
situation of local governments, k-12 schools, universities, state and federal government, DCEO
will never use free ridership as a criterion for whether a public entity will receive DCEO EEPS
funding. If the applicant pays into the fund and submits a qualifying application, DCEO will
fund them. Should a public entity possess the foresight to adopt solid plans to pursue energy
efficiency as a goal, DCEO will support the energy savings endeavors as long as they fit into the
EEPS program. As DCEO argues in its initial testimony, DCEO believes an adjusted gross
approach satisfies the statutory requirement that the evaluator conduct “a full review…of the
broader net program impacts,” since it adjusts the estimated gross savings for such factors as
data errors, installation and persistence rates, hours of use, etc. to develop a net savings number.
DCEO Ex. 1.0 and DCEO Ex. 6.0 Rebuttal Testimony.

2. Commission Staff’s Position
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Staff does not support DCEO’s proposal for the Adjusted Gross evaluation approach.
DCEO disagrees with comments from Commission Staff and other interveners that argue that
DCEO should use a net approach that incorporates not only the evaluated realization rate, but
also free ridership and spillover, even though as Staff Witness Brightwell states, “It is often
difficult and costly to estimate spillover.” Staff Ex. 4.0 Also, Staff Witness Hinman’s net to
gross proposed framework (Staff Ex. 3.1) was designed to enable Utilities to prospectively adopt
deemed net-to-gross values for their programs, so that they can have certainty for their program
planning. DCEO did not request any prospective deeming and has agreed to accept the
evaluation results on a retrospective basis. Therefore, DCEO sees no need for the Staff
recommended NTG framework to apply to DCEO.

However, Staff recommends in its Initial Brief that the Commission reject DCEO’s
proposal. Staff argues that DCEO’s approach, is contrary to the present approach of measuring
net savings, is inconsistent with Sections 8-103 or 8-104 of the Illinois Public Utilities Act, and
is not beneficial to ratepayers. Staff Initial Brief, p. 15.

3. AG’s Position

None of the interveners objected to DCEO using the adjusted gross approach for its Low
Income programs. AG Witness Mosenthal stated that for these programs “deeming a 1.0 net-to-
gross ratio is appropriate rather than spending funds evaluating if some de minimis amount of
free ridership is occurring. AG Ex. 1.0, p. 21. The AG recommends the Commission reject
DCEO’s Adjusted Gross proposal for the public sector.

The Commission has been clear in numerous orders that he Section 8-103 and 8-104
program goals are net goals, and should reflect the true net savings captured9., See, e.g., That
means examination of free ridership and spillover post-delivery of efficiency programs for the
public sector should be retained. AG Witness Mosenthal argues that it is not good practice to
ignore NTG adjustments as a matter of policy because doing so creates significant perverse
incentives and ignores the true impact of the programs and evaluations of cost-effectiveness.
AG Ex. 10 p. 19. Witness Mosenthal recommends that examination of free ridership and
spillover post-delivery of efficiency programs for the public sector should be retained.

4. CUB’s Position

CUB Witness Rebecca Devens argued that, “the NTG approach is inappropriate for
DCEO’s Low Income Programs. CUB Witness Deven’s direct testimony provides additional
arguments in support of the adjusted gross approach for DCEO’s public sector programs as well.
CUB Witness Devens states that “[a]pplying the NTG approach to DCEO’s public sector
programs is punitive and inappropriate” and “can yield results that are inaccurate and unhelpful.”

9 ICC Docket No. 10-0570, Order of December 21, 2010 at 47; ICC Docket no. 10-0568, Order

of December 21, 2012 at 72.
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CUB Ex. 1.0, p. 9 and CUB Ex. 2.0, p. 7. DCEO already faces many challenges administering
programs. Due to the economic climate, many public entities have constrained budgets that do
not allow for investments beyond what is absolutely necessary. This typically excludes energy
efficiency investments, because they bear a higher price tag upfront, even though a more
efficient investment may prove to be more cost-effective over the life of the measure.

5. NRDC’s Position

NRDC Witness Neme stated, “I think it is reasonable to assume that the NTG for low
income programs is 1.0 NRDC Ex. 1.0 p. 24. Witness Neme agrees that there are “challenges to
estimating net saving”; however, he views the adjusted gross approach as “effectively ignoring
free ridership and spillover effects…”. Overall, NRDC Witness Neme states “a focus on
adjusted gross savings rather than on net savings will almost inevitably result in less effective
programs, with the result being less actual savings.” NRDC Ex. 1.0, p. 6.

NRDC recommends that the Commission direct DCEO to use a statewide NTG
framework. NRDC Initial Brief, p. 30.

6. ELPC’s Position

ELPC Witness Crandall recommends “DCEO use a net-to-gross methodology relying
exclusively using the retroactive application of the NTG only if free ridership and spillover
impacts are in included in the NTG value calculation (done by an independent evaluator) or
apply the uniform net-to-gross framework that is currently in place or as modified by the
Commission in its Plan 3 reviews.” ELPC Ex. 1.0, p. 11.

ELPC recommends the Commission to reject DCEO’s proposal to use an Adjusted Gross
methodology for Evaluation of its programs, rather than the standard NTG framework developed
through the SAG Process. ELPC believes it would be inappropriate for the Commission to
approve DCEO’s request. The Commission should reject DCEO’s request to adopt a gross
adjustment method and either 1) require DCEO at apply the Commission approved net-to-gross
framework, or 2) all DCEO to apply net-to-gross values retroactively to it programs as the
independent EMV contractors issue final (ex post) net to gross values in the final EMV reports
and analyses. If and when the evaluations indicate that there is no longer a need for net to gross
analysis of the programs, ELPC will support such change. ELPC Initial Brief, p. 11.

7. Analysis and Conclusion

DCEO respectively requests the Commission approve DECO’s proposed “adjusted
gross” approach as the appropriate approach for determining net program impacts for both the
Public Sector and Low Income Sector served by DCEO Energy Efficiency Portfolio. The
Commission should not require DCEO to adopt the Staff’s proposed net-to-gross framework.
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J. Other issues

1. DCEO’s position

Several other issues were addressed by Staff and the Interveners in their Initial Briefs,
including reporting requirements, breakthrough devices, energy efficiency potential study, a
potential policy manual, and SAG “voting parties.” DCEO responded to these issues in its Reply
Brief.

DCEO believes that the reporting requirements and schedules proposed by the Staff are
reasonable. DCEO has already agreed in its plan to provide quarterly reports to SAG. DCEO
also agrees with the proposed EM&V schedules for TRM and NTG updates, with the
clarification that the reference to “NTG updates” means that the evaluation reports are due in
draft form by the proposed dates.

DCEO’s agrees with Staff’s proposed definition of “breakthrough equipment and
devices”. DCEO will identify in its compliance filing containing its modified savings goals a list
of potential measures and programs which meet the definition that it could support through its
portfolio.

DCEO believes that the Commission should not accept Staff’s recommendation to direct
DCEO to include “economically efficient potential” in its next Energy Efficiency Potential
Study. DCEO’s current study has utilized USEPA’s definitions for conducting an economic
potential study. DCEO believes this resulted in a reasonable estimation of the economic
potential for energy efficiency in the public and low income sector in Illinois, aligned with the
highest current industry standards. DCEO does not intend to revise the Energy Efficiency
Potential Study at this time. DCEO will consider adding this additional analysis to its next
Energy Efficiency Potential Study and is willing to discuss this with SAG, but does not believe
the Commission should order DCEO to do so.

DCEO agrees with Staff that the Commission should not direct the SAG to create an
Illinois Energy Efficiency Policy Manual as proposed by the AG.

DCEO agrees with the Staff position that the Commission should reject ELPC’s proposal
that the SAG establish “voting parties”. SAG’s role as an advisory body to the Utilities, DCEO,
and the Commission on the Energy Efficiency Proposal has worked well without voting. DCEO
sees no justification for turning SAG into a voting party. DCEO Reply Brief.

2. Commission Staff’s Position

In its Initial Brief, Staff recommends certain reporting requirements and schedules. Staff
recommends that the Commission require “quarterly reports to present the estimated savings
values and costs by program for each utility’s service territory.” Staff Initial Brief, p. 7. Staff
further “recommends that the Commission adopt the EM&V schedules for TRM and NTG
updates that are set forth in Staff Ex. 3.2.”
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In its Initial Brief, Staff recommends that the Commission define “breakthrough
equipment and devices” in this proceeding as “measures or programs in their early stage of
development that are subject to substantial uncertainty about their cost-effectiveness during the
planning period.” Staff Initial Brief, p. 8. Staff further recommends that DCEO identify
measures which meet the definition in its compliance filing containing its modified savings
goals.

Staff recommends in its Initial Brief that the Commission direct DCEO to include
“economically efficient potential” in its next Energy Efficiency Potential. Staff Witness
Brightwell argued that this additional analysis would improve the study. Staff Ex. 2.0.

Staff urges the Commission to reject AG Witness Mosenthal’s recommendation to direct
the SAG to create an Illinois Energy Efficiency Policy Manual. Staff argues that this would
place an “excessive and unnecessary burden on all [SAG] participants.” Staff Initial Brief, p. 21.

Staff further recommends, in its Initial Brief, that the Commission reject ELPC’s
proposal to establish “voting parties” within SAG. Staff argues that the SAG should remain a
consensus body and that establishing voting parties would restrict participation by certain current
members.

3. AG’s Position

The AG recommends that the Commission direct the SAG to create an Illinois Energy
Efficiency Policy Manual to ensure consistency among the Utilities and DCEO in how certain
policies are applied. The goal of establishing a Policy Manual would be to ensure that evaluators
and program administrators for the various utility service territories and customer bases play by
the same set of rules in terms of monitoring savings achieved and evaluating programs. The
People urge the Commission to include in its Order in this docket specific direction for the SAG
to complete an Illinois Energy Efficiency Policy Manual, designed to ensure that programs
across the state and as delivered by various program administrators can be meaningfully and
consistently evaluated. AG Initial Brief p. 50-51.

4. ELPC’s Position

ELPC proposed the establishment of “voting parties” within the SAG. The SAG from its
inception during Plan 1 has operated as an advisory body to the Utilities, DCEO and the
Commission on the Energy Efficiency Portfolio. ELPC’s definition of “voting parties” is to
include program administrators, Staff, and other parties that have traditionally intervened in
EEPS dockets and consistently participate in the SAG process. ELPC Ex. 1.2. 2.

5. Commission Analysis and Conclusion

The Commission should adopt the Staff proposal on quarterly reports and EM&V
schedules for TRM and NTG updates; with the clarification that the reference to “NTG updates”
means that the evaluation reports are due in draft form by the proposed dates. The Commission
should adopt Staff’s proposed definition of “breakthrough equipment and devices”. The
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Commission should not direct DCEO to include “economically efficient potential” in its next
Energy Efficiency Potential Study, since the current DCEO study already follows USEPA’s
definitions for conducting an economic potential study. Finally, the Commission should not
direct the SAG to develop an Illinois Energy Efficiency Policy Manual or establish “voting
parties”.

IV. CONCLUSION

Commission believes DCEO presents a reasonable, comprehensive Plan 3 that satisfies
every statutory requirement and is supported by extensive evidence. Evidence shows Plan 3 is
the product of a lengthy and detailed analysis of potential measure, cost-effectiveness studies, a
potential study, new legislation, and comprehensive market forecasts. Evidence also shows Plan
3 adopts a prudent and responsible mix of measures and programs that maximize efficiency both
today and in the future.

Foremost, Interveners ask the Commission to impose higher electric and natural gas
savings goals on DCEO, but provide little to no supporting evidence or analysis as to what those
higher goals could (or should) be, nor how those higher goals could (and should) be attained.
DCEO, by contrast has taken the time to put forth evidence that fully substantiates it proposed
modified targets.

Indeed, a thorough potential study and extensive modeling with the DSMoore system
demonstrate that DCEO cannot reasonably be expected to meet the statute’s unmodified goals,
given the statutory funding limits.

The Commission’s obligation under the Act is to either approve Plan 3 or provide a
detailed reason for rejection with instructions as to what must be fixed. Given the universally
acknowledged time and effort by DCEO, the Commission should not outright reject Plan 3. It
should also not set unrealistic goals simply because Interveners have offered unsubstantiated
criticisms and vague programmatic proposals regarding possible additional kWh and therm
savings. DCEO remains committed to using its Commission- approved flexibility to continue
working with Staff, the utilities, and the Stakeholders to implement new effective programs and
measures, to phase out ones that do not work, to achieve the maximum efficiency possible within
the statutory spending limits, and to exceed the proposed goals.

DCEO’s Plan 3 is a comprehensive, long-term Plan that represents best practices and
conforms to the spirit and letter of the law. The record evidence dictates that the Commission
approves it.

Should the Commission order any modification’s to DCEO’s Plan 3, DCEO respectfully
requests that it be allowed to either implement the modification’s post-Final Order, or be allowed
to file a compliance filing in this docket reflecting the Commission’s modifications.
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Finding and Ordering Paragraphs

The Commission, having given due consideration to the entire record and being fully
advised in the premises, is of the opinion and finds that:

(1) The Illinois Department of Commerce and Economic Opportunity(DCEO) is a state
agency that is statutorily obligated, pursuant to 220 ILCS 5/8-103(e) and 220 ILCS
5/8-104(e) to utilize 25% of a Utility’s electric and natural gas funding. Therefore,
pursuant to statute, this portion of the plan is subject to Commission approval before
implementation;

(2) The Commission has subject-matter jurisdiction and jurisdiction over this proceeding;
(3) The statements of fact set forth in the prefatory portion of the Order are supported by

the evidence and the record and are hereby adopted as findings of fact;
(4) The testimony and exhibits admitted into the record provided substantial evidence

that the Energy Efficiency Plan filed by the DCEO will meet the filing requirements
of Section 8-103(f) and Section 8-104(f) of the Public Utilities Act, if DCEO submits
a revised Plan in a compliance filing within 30 days of the date of this Order that
incorporates and is consistent with the conditions and requirements stated herein;

IT IS THEREFORE ORDERED by the Commission that the Petition filed by the Illinois
Department of Commerce and Economic Opportunity requesting approval of it energy
Efficiency Plan is hereby approved.
IT IS FURTHER ORDERED that all motions, petitions, objections and other matters in
this proceeding that remain unresolved are hereby disposed of in a manner consistent
with the conclusions herein.
IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of the
Public Utilities Act and 83 Illinois Administrative Code 200.880, the Order is final; it is
not subject to the Administrative Review Law.

By Order of the Commission this 24th day of December 2013.
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WHEREFORE, the Illinois Department of Commerce and Economic Opportunity
respectfully requests that its Draft Proposed Order as submitted herein be adopted, and that the
Commission grant any and all other appropriate relief.

Dated: December 11, 2013 Respectfully submitted,

Illinois Department of Commerce and
Economic Opportunity

LISA MADIGAN By: /s/Nathan Lusignan

Attorney General of Illinois NATHAN LUSIGNAN

HELLIN JANG

Assistant Attorneys General

100 W. Randolph St., 13th Fl.

Chicago, Illinois 60601

312-814-4417

312-814-7199


