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(I.)  Identification and Qualifications 1 

 2 

Q. Please state your name and business address. 3 

A.  Philip H. Mosenthal, Optimal Energy, Inc., 10600 Route 116, Hinesburg, VT 4 

05461.  5 

 6 

Q. On whose behalf are you testifying? 7 

A. I am testifying on behalf of the People of the State of Illinois (“the People” or 8 

“AG”). 9 

 10 

Q. By whom are you employed and in what capacity? 11 

A. I am the founding partner in Optimal Energy, Inc., a consultancy specializing in 12 

energy efficiency and utility planning. Optimal Energy advises numerous parties including 13 

utilities, non-utility program administrators, government and environmental groups. 14 

 15 

Q. Have you submitted testimony before the ICC before? 16 

A. Yes. I have testified in numerous dockets related to the Commission’s review of 17 

utility-run energy efficiency programs mandated by Sections 8-103 and 8-104 of the Public 18 

Utilities Act (“the Act”). 19 

 20 

Q. Please provide a summary of your qualifications and experience. 21 

A. I have 30 years of experience in all aspects of energy efficiency, including facility 22 

energy management, policy development and research, integrated resource planning, cost-23 

benefit analysis, and efficiency and renewable program design, implementation and 24 
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evaluation. I have developed numerous utility efficiency plans, and designed and evaluated 25 

utility and non-utility residential, commercial and industrial energy efficiency programs 26 

throughout North America, Europe and China. 27 

I have also completed or directed numerous studies of efficiency potential and 28 

economics in many locations, including China, Colorado, Delaware, Kansas, Maine, 29 

Massachusetts, Michigan, New England, New Jersey, New York, Quebec, Texas, and 30 

Vermont. These studies ranged from high level assessments to extremely detailed, bottom-31 

up assessments evaluating thousands of measures among numerous market segments. A 32 

current example of the latter is an ongoing project to analyze the electric, natural gas and 33 

petroleum efficiency and renewable energy potential for New York State, on behalf of the 34 

New York State Energy Research and Development Authority (NYSERDA).  35 

I am currently a lead advisor for business energy services in Rhode Island and 36 

Massachusetts on behalf of the Energy Efficiency Resource Management Council and the 37 

Energy Efficiency Advisory Council, respectively, overseeing and advising on utility 38 

program administrators plans, program designs, implementation and performance in those 39 

states. 40 

I have been actively engaged in the Illinois Stakeholder Advisory Group (SAG) 41 

since its inception, representing the People of the State of Illinois. Prior to co-founding 42 

Optimal Energy in 1996, I was the Chief Consultant for the Mid-Atlantic Region for 43 

XENERGY, INC. (now DNV-KEMA).  I have a B.A. in Architecture and an M.S. in 44 

Energy Management and Policy, both from the University of Pennsylvania. My full 45 

resume is attached as AG Exhibit 1.1. 46 

 47 

 48 
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(II.) Introduction and Summary of Testimony 49 

 50 

Q. What is the purpose of your testimony in this proceeding?  51 

A. My testimony addresses Integrys’ Second Triennial Energy Efficiency Plan (“Plan 52 

2”) for the Peoples Gas Light and Coke Company (“Peoples” or “PGL”) and the North 53 

Shore Gas Company (“North Shore” or “NS”), (together the “Companies”). This Plan 2 54 

covers the gas program years 4, 5 and 6 (“PY4-6”). 55 

 56 

Q. Please summarize your testimony. 57 

A. My testimony focuses on the following areas that are addressed in the Companies’ 58 

Plan 2: 59 

1. The appropriateness of the Companies’ proposed programs, measures, goals and 60 

budgets. 61 

2. The Companies’ request for flexibility to modify its Plan 2 with no limitations. 62 

3. The Companies' proposed application of net-to-gross (“NTG”) adjustments, 63 

inclusion of spillover in all NTG studies, and adjustments based on changes to the 64 

Technical Reference Manual (“TRM”). 65 

4. Discussion of the success and continuation of the Stakeholder Advisory Group 66 

(SAG). 67 

 68 

Q. Please explain your major points related to each of the above major testimony 69 

areas. 70 

A. Below I summarize my main points: 71 

1. Programs, Measures, Goals and Budgets:  The Companies have 72 

proposed a portfolio of programs that would expend the available budget 73 
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over the three year period, but would dramatically reduce goals from the 74 

statutory targets of 0.8%, 1.0% and 1.2% of gas sales for program years 4-6. 75 

The Companies claim the original goals articulated in the statute are 76 

unachievable given the budget limits. I agree that goals must be modified 77 

downward because of the budget limits. However, I have some concerns 78 

related to the specific program designs the Companies propose, as well as 79 

the measures being promoted. In general, my concerns relate to a lack of 80 

comprehensiveness in some programs, significant promotion of some 81 

measures that the Companies estimate will not even be close to being cost-82 

effective, and failure to optimally integrate some services with its electric 83 

counterparts--Commonwealth Edison and the Illinois Power Authority.   84 

 85 

2. Flexibility:  The Companies are proposing complete flexibility to 86 

modify their Plan 2 unilaterally throughout the Plan period. In addition, it 87 

appears the Companies would like this flexibility without any obligation to 88 

also adjust savings goals based on shifts between programs and budgets. 89 

Because of the significant variation in costs per unit savings among the 90 

various programs, this unlimited flexibility would provide the Companies 91 

the ability to simply shift funds from more expensive programs to less 92 

expensive ones, thereby easily meeting goals that were established 93 

assuming more resources were devoted to the expensive programs. This 94 

offers the Companies an unreasonable ability to meet their goals without 95 

following their intended plan and undermines the purpose of establishing 96 

and approving a plan in the first place.  97 

I support program administrator flexibility to respond to market 98 

changes and undertake midcourse corrections as appropriate. However, I 99 

propose some limits on this flexibility and a mechanism to adjust goals 100 

accordingly for any shifts in expenditures beyond those limits. I also 101 

propose that any shifts be presented to and discussed among SAG members 102 

prior to adoption. 103 

 104 
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3. Net-To-Gross Estimation and Goal Adjustments Based on Net-105 

To-Gross or Technical Reference Manual Changes: The Companies 106 

propose a modification of the ICC-approved Net-to-Gross (“NTG”) 107 

framework, despite the fact that the SAG has made great progress and I 108 

believe is very close to a reasonable consensus on a new NTG framework 109 

that could be adopted by all Illinois program administrators. I address the 110 

Companies’ NTG proposal and provide an alternative version of a SAG- 111 

and Staff-developed proposal (AG Exhibit 1.2) that I believe would resolve 112 

most of the Companies’ concerns about certainty while providing a 113 

formalized and consistent approach throughout Illinois that benefits from 114 

the consensus of all parties. I encourage the ICC to either adopt this 115 

framework in each of the program administrators Plan 3 dockets, or 116 

alternatively, to direct the SAG to finalize its work on establishing a new 117 

modified common NTG framework for all program administrators and file 118 

it with the ICC by a date certain. The Companies also propose adjusting 119 

goals based on changes in either planned NTG values or changes to the 120 

Technical Reference Manual (“TRM”) during the Plan period. I oppose this 121 

proposal. 122 

 123 

4. Stakeholder Advisory Group: I offer some comments on the 124 

Stakeholder Advisory Group (“SAG”) process and encourage the 125 

Commission to affirm continued support for the SAG. 126 

 127 

(III.) Programs, Goals and Budgets 128 

 129 

Q.  Please describe the Companies’ proposed efficiency portfolio for program 130 

years 4-6. 131 

A.  The Companies are largely continuing their existing programs from their first 132 

Triennial Plan. They propose three residential programs and two commercial and industrial 133 

programs. In addition, the Companies argue that the statutory budget caps found in Section 134 
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8-104(d) will prevent them from meeting the unmodified statutory targets of 0.8%, 1.0% 135 

and 1.2% of gas sales. I agree that the budget caps will constrain the ability to meet 136 

unmodified goals. I further find that the overall cost per unit of savings from these 137 

programs seems reasonable, both in comparison to actual results available so far from the 138 

first plan as well as from typical metrics from programs outside of Illinois. 139 

  140 

Q.  Do you have any concerns with the program designs that the Companies are 141 

proposing? 142 

A.  Yes. Below I discuss some concerns related to specific program proposals in the 143 

Companies' Plan 2. Specifically, I address: 144 

1. Lack of comprehensiveness and “one-stop-shopping” services in the Residential 145 

Single Family program, including the Companies' failure to include comprehensive 146 

blower-door guided air sealing services which Nicor and ComEd will be pursuing 147 

in  their joint program. 148 

2. Limited coordination with ComEd and engagement with Commercial & Industrial 149 

(“C&I”) new construction projects. 150 

3. Use of direct installation in the core Business Existing Facilities program, and 151 

limitations on comprehensiveness in the Small Business Efficiency program. 152 

4. Limited use of on-bill financing that could provide the Companies with greater 153 

ability to leverage limited efficiency funding. 154 

5. Promotion of non-cost-effective measures. 155 

 156 

 157 

 158 
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Q.  Please explain your concerns with the Residential Single Family program? 159 

A.  The core residential program for single family homes includes two paths:  “Home 160 

Energy Jump Start” and “Home Energy Rebate.” Home Energy Jump Start is a direct 161 

installation delivery mechanism whereby a contractor will come to a customer’s home and 162 

directly install some low cost measures such as faucet aerators, showerheads, 163 

programmable thermostats, and pipe insulation. They will also complete a “high level 164 

assessment to identify other energy saving opportunities.”
1
 The contractor will also 165 

educate the customer on financial incentives to pursue these additional measures through 166 

prescriptive rebates under the Home Energy Rebate path. My concern with this approach is 167 

twofold:  First, the direct installation path ignores what are generally the most important 168 

savings opportunities in the home, specifically air and duct sealing using a blower-door 169 

process to effectively identify and seal up leaks. Second, rather than providing a one-stop-170 

shopping mechanism where customers can agree to install additional measures and have 171 

the contractor either return to install them or at least provide direct referrals to obtain these 172 

additional services, it appears the customers will be left needing to arrange for these 173 

additional measures on their own and submit rebate applications. I believe this approach 174 

loses the primary benefits of having a direct installation program in the first place. 175 

 176 

Q.  Are other utilities in Illinois offering the services you mention above that the 177 

Companies are omitting? 178 

A.  Yes. This program is planned as a joint program with ComEd. This makes sense 179 

because both electric and gas efficiency opportunities can be pursued simultaneously, and 180 

                                                 

 

1
 Plan 2 at 33. 
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there will be cost savings from combining efforts. However, according to ComEd’s three-181 

year plan, ComEd and Nicor will be offering a much more streamlined and comprehensive 182 

service than will PGL and NS.
2
  Specifically, ComEd and Nicor will include a “whole 183 

house approach to energy efficiency” which includes air sealing services. Further, “if the 184 

customer chooses to move forward with the weatherization work recommended the 185 

contractor will facilitate scheduling and installation of measures during a subsequent visit.” 186 

Finally, the contactor will apply the 50% incentive as an “instant rebate to the customer’s 187 

invoice,” thus negating the need for the customer to pay the full cost and later get 188 

reimbursed through a rebate path. As ComEd’s plan makes clear, consistent with the 189 

Companies' program description, the services in PGL and NS territory only include a “high 190 

level assessment,” and much less comprehensive services and assistance  to facilitate 191 

measure installations than are being offered in Nicor territory. 192 

 193 

Q.  Do you know why the Companies' have chosen this approach, especially given 194 

that ComEd clearly can support the more comprehensive approach since it plans to 195 

do so in Nicor territory? 196 

A.  No. Neither the Companies' Plan 2 nor their direct testimony discusses this issue. 197 

However, I understand that in their past Chicagoland Energy Efficiency program and in 198 

discussions in the SAG, the Companies have expressed a concern over liability related to 199 

potential indoor air quality problems if they perform air sealing services. I suspect this may 200 

be the underlying reason. 201 

 202 

                                                 

 

2
 Commonwealth Edison 2014-2016 Energy Efficiency and Demand Response Plan, ComEd Exhibit 1.0 in 
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Q.  Do you believe concerns about liability have merit? 203 

A.  No. Blower-door guided air sealing services have been mainstream residential 204 

efficiency measures throughout the U.S. for over a decade. They are very common in 205 

virtually every utility jurisdiction that offers residential programs that I have been involved 206 

in, and are also heavily supported by the Federal low income weatherization services. I am 207 

not aware of any other utility or program administrator anywhere in the country making a 208 

claim that liability and indoor air quality are major enough concerns to preclude offering 209 

these services. Typically, as part of air sealing, mechanical ventilation is installed that 210 

actually improves indoor air quality. Further, I see no reason why this would be a major 211 

concern for the Companies when it apparently is not for Nicor, nor for the Department of 212 

Commerce and Economic Opportunity (“DCEO”) who also offers these services to low-213 

income customers. 214 

 The Companies should clarify their reasons for offering this significantly less 215 

comprehensive and streamlined residential program in their rebuttal, including any specific 216 

justification and support if indeed it is based on concerns around indoor air quality. 217 

 218 

Q.  What are your concerns regarding services for business new construction 219 

projects? 220 

A.  The Companies are proposing a Business Existing Facilities program, and a Small 221 

Business Efficiency program, also limited to existing facilities. On its face, it appears that 222 

they are not offering any services to businesses undergoing new construction projects.  223 

New construction is an important “lost opportunity” efficiency resource because typically 224 
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the costs of incremental improvements in efficiency are low compared to the benefits, and 225 

failure to capture them can result in the opportunity being “lost” for the lifetime of the 226 

building.  That is the case because it can be much more expensive to go back and retrofit 227 

buildings after they are constructed.  228 

 The Companies do say that under the “custom incentives” path of its Business 229 

Existing Facilities program, the “Companies may, under this path, consider funding both 230 

Retrofit-Commissioning projects…as well as C&I new construction.” [Emphasis added.]
3
  231 

However, in my view this is not sufficient. The Companies should put in place actual plans 232 

to market to new construction actors, coordinate seamlessly with ComEd on all C&I new 233 

construction projects to address all cost-effective gas and electric efficiency measures, and 234 

also allow new construction projects to take advantage of the standard incentives available 235 

to existing facilities, where appropriate. Simply saying they might consider providing a 236 

custom incentive, but not actually marketing these services or aggressively helping to 237 

identify and promote efficiency opportunities in this important market segment is not 238 

sufficient, and certainly does not reflect best practices in the efficiency industry. 239 

 240 

Q.  What are your concerns regarding direct installation services in the business 241 

programs? 242 

A.  The Companies are proposing two business programs—Existing Facilities and 243 

Small Business Efficiency. The Small Business Efficiency program primarily relies on a 244 

direct installation path, with additional incentives available for more complex and costly 245 

measures that would be difficult and costly to promote strictly under a direct installation 246 

                                                 

 

3
 Plan 2 at 52. 
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model. This is a fairly typical program for small customers, and similar services are widely 247 

offered throughout the U.S. Further, this program is combined as part of ComEd’s small 248 

business program to be delivered under the Illinois Power Authority’s procurement 249 

mechanism in the next three-year plan. Effectively, the Companies would “piggyback” on 250 

these electric direct installation services, which is a good plan to provide one-stop-251 

shopping, seamless services to customers while minimizing administrative and overhead 252 

costs. This program is available to all business customers with usage “less than 60,000 253 

therms per year and a peak electric demand of 100 kw or less.”
4
 These are reasonably large 254 

customers and as the Companies note, can include strip malls, theaters, restaurants, etc. 255 

 What I take issue with is that the Companies' are also proposing a direct installation 256 

path for the Business Existing Facilities program designed for the larger customers. In my 257 

experience this is very unusual. Typically, direct installation services are offered for small 258 

customers because they have greater barriers, and lack the resources and sophistication to 259 

effectively self-direct efficiency installations. They also tend to have a limited number of 260 

efficiency opportunities that are fairly standard and common across most buildings. Larger 261 

customers, however, generally have the largest efficiency opportunities among more site-262 

specific efficiency measures, and have greater resources (both technical, time, and 263 

financial) to fully engage in more traditional program models. The direct installation plans 264 

the Companies are proposing are only very limited low-cost measures, and overall account 265 

for just 6% of the total program savings. However, these services can be very expensive 266 

and, given the limited budgets, seem inappropriate for these larger customers. It is 267 

interesting to note that the Companies actually project higher per unit savings from the 268 

                                                 

 

4
 Plan 2 at 63. 
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small direct install measures than they do from the larger customer direct installation 269 

component. This seems counterintuitive and further evidence that perhaps the larger direct 270 

installation strategy should be reconsidered. 271 

 272 

Q.  Do you have any other comments related to the business direct installation 273 

services? 274 

A.  Yes. I note that while the Companies have proposed including programmable 275 

thermostats as one of the direct install measures for larger buildings, they have omitted it 276 

from the small direct installation program. The small direct installation program only 277 

includes four measures:  bathroom aerator, kitchen aerator, showerheads, and pre-rinse 278 

sprayer (the latter is only relevant where commercial dishwashing is occurring, such as 279 

restaurants). These are fairly limited measures. Programmable thermostats offer far higher 280 

savings than any of these other measures, and are easily installed during a direct contractor 281 

visit. Also, in my experience larger buildings are much more likely to already have 282 

programmable thermostats, or even centralized computer controlled HVAC systems. I 283 

cannot explain why the Companies would include this direct install measure for larger 284 

customers but omit it from the small customer programs. I do note that they offer 285 

programmable thermostats rebates under the non-direct installation portion of the small 286 

business program. However, adoptions of this measure would be higher if it was included 287 

in the direct installation path. 288 

 Similarly, in general the direct installation measures being offered in the Small 289 

Business program are far from comprehensive. At a minimum, I recommend they also add 290 

pipe insulation (for both heating and domestic hot water pipes) and boiler reset controls, as 291 
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well as the programmable thermostats. These measures should be fairly widely applicable 292 

and can be installed by an on-site technician. 293 

 294 

Q.  What are your concerns related to on-bill-financing? 295 

A.  I commend the Companies for proposing to offer on-bill-financing (“OBF”) in 296 

conjunction with their rebate programs. Given the budget caps, OBF can be an effective 297 

way to leverage limited efficiency funding by ensuring customers can access financing for 298 

their portion of efficiency costs, and potentially allow for reductions in rebate levels. The 299 

Companies indicate the OBF will be available; however, they provide virtually no other 300 

details about it. My concern is that it appears from the limited information that OBF will 301 

be so limited as to barely have any impact on the overall portfolio. Tables 2A (PGL) and 302 

2B (NS) of Plan 2 have line items for “OBF – Admin” and then a total “OBF Budget.”
5
 303 

For PGL, the entire OBF budget is approximately $35,000 per year, and approximately 304 

half of that appears to be dedicated to “OBF-Admin.” For NS, only about $10,000 per year 305 

are allocated to the entire OBF budget, with about $2,800 each year going to “OBF-306 

Admin.” These values appear so de minimis that it seems this may be more of an 307 

afterthought than a serious strategy to leverage third party capital to expand program 308 

participation and savings. Further, it is concerning that approximately half of the OBF 309 

budget is going to administrative costs in PGL territory. It is possible these budgets just 310 

reflect the administrative costs of managing and servicing these loans, and the capital being 311 

lent is not included here because is it coming from a third party. In that case, perhaps these 312 

numbers are more reasonable. The Companies should clarify in rebuttal if that is the case, 313 

                                                 

 

5
 Plan 2 at 4. 



AG Exhibit 1.0 

16 

 

and provide more information on how many loans they expect to make over the three-year 314 

period, and how much capital would be lent.  315 

 316 

Q.  What are your concerns related to non-cost-effective measures? 317 

A.  First, it is important to note that the requirements under Section 8-104 of the Public 318 

Utilities Act simply require that the overall efficiency effort be cost-effective and pass the 319 

total resource cost (“TRC”) test. It does not require that every individual measure pass the 320 

TRC. I believe all parties are supportive of this requirement and it has been confirmed by 321 

the ICC. However, generally speaking, one should not be heavily promoting measures that 322 

are non-cost-effective unless there is some other reason to promote them. These reasons 323 

could include, but are not limited to:  promotion of an immature technology that is 324 

expected to become cost-effective through greater promotion and increased volume of 325 

sales over time or through technological advancement; promotion of ancillary measures 326 

that, while not cost-effective on their own, can help to facilitate customer and trade ally 327 

participation, increase overall efficiency comprehensiveness, or in some other way enable 328 

greater efficiency to be captured that is overall cost-effective; ancillary measures that may 329 

be important to install with other cost-effective measures for non-efficiency reasons (such 330 

as mechanical ventilation when air sealing homes); measures that are generally cost-331 

effective but not in all instances (e.g., more efficient lights in a low use space when 332 

retrofitting other lights in a facility). 333 

 My concern is that the Companies appear to be relying heavily on some non-cost-334 

effective measures, but have not discussed or justified them  or offered any reasons why 335 

this makes sense. For example, in the Business Existing Facilities program, a number of 336 

the measures with the highest estimated participation levels do not even come close to 337 



AG Exhibit 1.0 

17 

 

passing the TRC based on the Companies' work papers.
6
 The single largest measure in 338 

terms of participation in this program appears to be “industrial burner tune-up,” with 339 

participation levels anticipated at 10,000 for PGL in PY4 and 500 for NS in PY4. 340 

However, the Companies' work papers indicate this measure has a benefit-cost ratio of 341 

only 0.59 for PGL and 0.61 for NS. Similarly, “boiler tune-up” is also a relatively large 342 

measure in this program but has benefit-cost ratios of only 0.23 (PGL) and 0.24 (NS). 343 

Also, a number of efficient boiler measures have TRC benefit-cost ratios in the range of 344 

0.48 to 0.59, while the Companies estimate substantial participation from them. It is not 345 

clear why the Companies are choosing to rely so heavily on these non-cost-effective 346 

measures. 347 

 348 

Q.  Are there non-cost-effective measures being promoted in any of the other 349 

programs? 350 

A.  Yes. This problem is not unique to the Business Existing Facilities program, and in 351 

fact exists with all the Companies’ proposed programs. For example, in the Residential 352 

Single Family program the PGL measure with the largest participation (outside of the 353 

direct installation measures) is “Furnace >95% AFUE, <225MBH” which only has a 354 

benefit-cost ratio of 0.9. A few other furnaces and boilers in this program are being 355 

promoted with substantial participation by PGL and NS and are also failing the TRC test. 356 

 In the Residential Multifamily program similar problems exist. Six PGL and four 357 

NS measures are failing the TRC test. Again, in this case they include some of the 358 

measures with the highest expected participation. For example, “TAPI Furnace Tune-Up” 359 

                                                 

 

6
 TRC values are from attachments in response to Staff discovery JLH 1.02 and 1.03, attachment labeled 
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estimates 1,400 participants in PGL territory, substantially more than double the next 360 

highest efficiency measure (Furnace Tune-Up at 500 participants), and more than an order 361 

of magnitude higher than most measures. The TAPI Furnace Tune-Up only has a benefit-362 

cost ratio of 0.29. What is worse, the Furnace Tune-Up (the next highest measure 363 

mentioned above) is also failing with a benefit-cost ratio of only 0.19. Boiler Tune-Up and 364 

TAPI Boiler Tune-up are also failing by significant margins and represent some of the next 365 

highest participation levels. There are other measures in this program failing, as well as 366 

some for the NS territory, although not as many as for PGL. 367 

 In the Small Business Efficiency program “Boiler Tune-Up” has significant 368 

projected participation and a TRC benefit-cost ratio of only 0.55 (PGL) and 0.57 (NS).  369 

 The Residential Education and Outreach program has two components. The first 370 

component is a home energy report program to encourage customers to conserve and to 371 

take efficiency actions. I believe this component represents the largest share of this 372 

program’s budget, however, the budget is not broken out by component. The Companies' 373 

work papers indicate the TRC benefit-cost ratios for this home energy report program are 374 

0.83 and 0.85 for PGL and NS, respectively. It is therefore unclear why the Companies are 375 

pursuing this program at all, when the entire program path is not cost-effective. 376 

 377 

Q.  Do you believe there is a way for the Companies to reduce the costs of home 378 

energy reports and make that program path more cost-effective? 379 

A.  Yes. This program is also being offered by ComEd for electric savings under the 380 

Illinois Power Authority procurement mechanism. Ideally, it should be a combined 381 
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program. This would provide better customer service, but also significant economies of 382 

scale. The primary costs of delivering this program once the software is set up are the costs 383 

of printing and mailing the home energy reports. Therefore, combining reports would 384 

provide substantial economies of scale. The Companies indicate that at this time their 385 

vendor cannot integrate the Companies gas reports with the electric reports administered 386 

by ComEd and the IPA.
7
 However, in response to ELPC data request 1.11 the Companies 387 

confirm that OPower is their vendor for this program. Opower is also the vendor for the 388 

same program in Ameren Illinois Company territory, and Ameren has proposed a 389 

combined gas-electric program. It is not clear why this same vendor can effectively 390 

integrate gas and electric reports for Ameren, but cannot do this for ComEd and the 391 

Companies. The Companies should explain in rebuttal why this is the case and what efforts 392 

they have taken to overcome this limitation. I believe this program is close enough to being 393 

cost-effective that if the gas and electric components can be combined it would pass the 394 

TRC test. 395 

 396 

Q.  Do you have any overall comments about the non-cost-effective measures? 397 

A.  Yes. As mentioned above, I do not oppose some promotion of non-cost-effective 398 

measures when the Companies have a valid reason for why they believe doing so is in the 399 

overall long term interests of the ratepayers. I also recognize that average cost-400 

effectiveness estimates across an entire population can cloud the fact that many of these 401 

measures may indeed be cost-effective for many customers, just not the “average” 402 

customer. If the Companies were pursuing these measures on more a customized basis 403 

                                                 

 

7
 Plan 2 at 48. 
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where they will take steps to ensure they are being adopted primarily by those customers 404 

where the measures are cost-effective I would support that. Similarly, if the Companies 405 

believe these promotions will provide long term net benefits to ratepayers, that would be 406 

okay too. However, the Plan makes no mention of this. In fact, the Companies’ Plan 2 407 

specifically states that “the overriding objectives of this Second Triennial Plan are to 408 

attempt to achieve the indicated energy efficiency goals as cost-effectively as possible.” 409 

[Emphasis added].
8
 Adding large numbers of non-cost-effective measures works to reduce 410 

overall net benefits and, all else equal, will generally make the overall portfolio less cost-411 

effective, in contradiction to the Companies’ stated objective. The fact that many of the 412 

measures that it appears the Companies will rely on for the bulk of their savings are failing 413 

cost-effectiveness screening is concerning. It is imperative that the Companies articulate a 414 

justification for this approach, given the limited budgets and other efficiency opportunities 415 

they could be pursuing. 416 

(IV.) Flexibility 417 

Q.  What are the Companies requesting in terms of flexibility? 418 

A.  The Companies have proposed virtually unlimited flexibility to modify its Plan 2, 419 

including “the latitude to reallocate funding between programs, to add or delete cost-420 

effective measures, and increase or decrease incentive amounts, at their discretion.”
9
 It 421 

appears that the Companies are asking for unilateral permission to make changes to their 422 

plans as they see fit without any stakeholder or Commission approval.  423 

 424 

                                                 

 

8
 Plan 2 at 3. 

9
 Plan 2 at 29. 
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Q.  Do you support the Companies’ flexibility request? 425 

A.  Not completely. In most circumstances I am very supportive of allowing program 426 

administrators wide latitude to make plan and program design modifications as they see fit, 427 

based on what they are learning in the field, how markets are responding, and to effectively 428 

and in a timely manner make mid-course corrections to improve program effectiveness. 429 

Ideally, I would still like the Companies to have an unfettered ability to do this. However, I 430 

believe the Companies’ request is too broad and effectively allows the Companies to easily 431 

“game the system.” In the past, the legislature had established goals and budgets, and if the 432 

Companies found better and more effective ways to meet the goals while still achieving 433 

broad policy objectives, this flexibility was appropriate. However, now that the budget 434 

constraints are drastically limiting the approved goals, allowing unfettered flexibility gives 435 

the Companies the ability to simply pursue a completely different plan that is designed to 436 

achieve savings much more cheaply simply by shifting from more expensive to less 437 

expensive programs. In short, the Companies are requesting that the statutory goals be 438 

modified downward based on the specific allocation of budgets across different programs. 439 

If these allocations are not adhered to, then the basis for approving the specific modified 440 

goals proposed is moot. 441 

 442 

Q.  Can you further explain and give an example of how this could occur? 443 

A.  Yes. The Companies are proposing goals that are drastically modified downward 444 

from those originally set in the legislation, due to the Section 8-104 budget cap limits. In 445 

addition, the Companies are proposing a relatively balanced portfolio of programs that 446 

does not strive to hit the highest goals possible, but rather to spend additional funds for 447 

longer lived and more expensive resources, and to meet other policy objectives. I support 448 



AG Exhibit 1.0 

22 

 

the Companies’ decision to do this, and indeed virtually all SAG parties have expressed a 449 

strong interest in pursuing this balanced approach. However, the Companies are asking the 450 

Commission to approve significantly downwardly modified goals based on this specific 451 

plan and allocations of resources among different programs with widely varying costs per 452 

unit of savings. Based on the program net therm savings and budgets, as provided in Plan 453 

2, I calculate that the cost per annual therm saved by the programs ranges from a high of 454 

$4.32 for the Residential Single Family program to a low of $1.13 for the Residential 455 

Outreach and Education program. In other words, the Single Family program is roughly 456 

four times more costly than the Outreach and Education program. Clearly, given this wide 457 

range in cost per therm saved, dramatically shifting the allocation of program funding can 458 

make it far easier or far harder to meet goals.   459 

 If hypothetically, the Commission approves the Companies’ proposed goals based 460 

on this planned program mix, and then the Companies chose to shift significant funds from 461 

the Single Family program to the Outreach and Education program, it would make the 462 

Companies’ job of meeting goals far easier. Effectively, they would be pursuing a 463 

different, cheaper plan than the one approved by the ICC. With unlimited ability to shift 464 

funds, the Companies are virtually guaranteed they can easily meet any approved goal 465 

simply by shifting more effort to the cheapest programs. Because the budget cap 466 

constraints prevent the Companies from pursuing all cost-effective efficiency resources in 467 

each market, they have significant flexibility to ramp up the least expensive programs.  468 

Such a result would run contrary to the Companies’ overall plan of spending additional 469 

funds for longer lived and more expensive resources. 470 

 471 
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Q.  Do you have a proposal that can still provide the Companies flexibility while 472 

addressing your concern? 473 

A.  Yes. I suggest the ICC establish some limits on flexibility.   Specifically, I propose 474 

that any shifts of budgets that result in a variance from planned annual program budgets of 475 

20% or more would trigger goal adjustments. In other words, the Companies could 476 

underspend 10% in one program and overspend 15% in another program with no 477 

adjustments. However, if they were to shift resources beyond the 20% benchmark, then 478 

goals would be modified accordingly. While these limits would not prevent the Companies 479 

from exceeding the 20% threshold for movement of funds should they so choose, it would 480 

trigger goal adjustments should it choose to exceed them. For example, if program A had a 481 

cost of $4.00/therm and program B had a cost of only $1.00/therm, and if the Companies 482 

shifted funds beyond the limit from program A to program B, a commensurate increase in 483 

goals would be triggered based on the four-times higher amount of therms expected to 484 

come from the shifted dollars than what was originally planned. I note that this can also 485 

work in the Companies’ favor if they are having success with an expensive program and 486 

want to shift funds into it from a cheaper program.
10

 This approach protects the Companies 487 

and the ratepayers by ensuring that the Companies’ ultimate goals are reasonably reflected 488 

in the plan they are actually pursuing.  489 

 490 

                                                 

 

10
 In other words, it would result in a decrease in goals and protect the Companies in the event that a 

relatively inexpensive program is not working well and they decide to shift funds to more expensive 

program.  
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Q.  Given that even a 10% or 15% shift in budget can have significant impacts on 491 

the Companies’ ability to meet goals, why are you proposing only making goal 492 

adjustments if 20% or more of budget is shifted? 493 

A.  As I mention above, I strongly support providing program administrators flexibility 494 

to manage their portfolios to ensure they are devoting resources where they work best and 495 

result in the best overall impacts, given the statutory policy objectives and constraints. It is 496 

unreasonable to expect a program administrator to always land a program at the end of the 497 

year at exactly the planned budget. In fact, expecting or requiring this would be a bad idea 498 

because it can create perverse year-end incentives. For example, if the Companies had a 499 

large customer choose to participate late in the year in the Business Existing Facilities 500 

program in a way that would cause an overspending of the budget it would be 501 

counterproductive for the Companies to have an incentive to deny that project because of 502 

budget adjustment concerns.  503 

  504 

Q.  Do you have any further recommendations on flexibility? 505 

A.  Yes. I recommend the ICC order the Companies to first bring any proposed 506 

modifications to the Stakeholder Advisory Group (“SAG”) for discussion and ideally to 507 

build consensus around the change. This should happen whether or not the 20% limit is 508 

exceeded, but is particularly important for big changes.
11

 The SAG has proven to be an 509 

effective sounding board to allow various stakeholders to provide input and ultimately help 510 

build support for the programs and provide the program administrators with an added level 511 

                                                 

 

11
 Certainly, it is often the case that without any intentional plan modifications a particular program can be 

somewhat under or over spent. I am referring here to explicit plan changes, not simply a program coming in 

at somewhat more or less than the original planned budget at program year end.  
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of security in knowing if any stakeholders have major concerns prior to any after-the-fact 512 

litigation. While I do not suggest the SAG should have the authority to overrule a program 513 

administrator decision, this process will ensure all stakeholders are aware of proposed 514 

changes and that the Companies have the opportunity to consider differing points of view 515 

prior to any final decision. In the event that a modification does require a modified goal, it 516 

can also reduce contentious litigation by ensuring all parties reach consensus on the exact 517 

amount to modify goals. 518 

(V.) NTG Estimation and Application and Adjustments based on NTG and TRM 519 

changes  520 

 521 

Q.  What is a net-to-gross (“NTG”) ratio? 522 

A.  The NTG ratio is used to adjust the total estimated “gross” savings from all 523 

measures tracked through the program to estimate the true “net” effect that the program has 524 

produced. This can be different for a number of reasons, with the two primary components 525 

being “free ridership” and “spillover.” Free ridership refers to the portion of customers 526 

participating in the program that would have installed some or all of the efficiency 527 

measures even without the programs’ existence. Therefore, while these savings are counted 528 

in the utility’s gross savings tracking system, they do not provide true additional net 529 

savings to society since the customer would have captured some or all of the savings 530 

anyway. Spillover refers to influences of the program that result in some customers or 531 

trade allies actually pursuing additional efficiency, but not formally participating in the 532 

program. In this case, the utility gross tracking system does not count these savings, but to 533 

the extent customers and trade allies were influenced by the program and it caused them to 534 
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do additional efficiency measures on their own, these savings are in fact a net effect of the 535 

program.  536 

 537 

Q.  What are the Companies proposing regarding how NTG ratios should be 538 

determined and applied? 539 

A.  The Companies argue that they need certainty around NTG estimations to properly 540 

plan and manage their portfolio. Further, they argue that values for a given year should be 541 

fully certain by March 1 for the following program year beginning June 1, and be based 542 

solely on prior and available past program evaluations of the Companies’ existing 543 

programs. For new programs, they propose that the evaluators propose a planning NTG 544 

value, to be deemed.
12

 A “deemed” value means it is decided upon in advance to be used to 545 

estimate future savings, and is not subject to any retroactive adjustments. 546 

 547 

Q.  What is your opinion on this proposal? 548 

A.  I am sympathetic to the Companies’ desire to ensure with certainty exactly what 549 

every deemed NTG value will be by March 1 of each year. However, I also point out that 550 

is exactly what my proposed new NTG framework attached as AG Exhibit 1.2 intends.  551 

 Exhibit AG 1.2 is a proposed NTG framework that I propose the ICC adopt in lieu 552 

of the Companies' proposal. This is based on a draft NTG framework that the SAG has 553 

been working to develop and reach consensus.
13

 This proposed framework is intended to 554 

                                                 

 

12
 The Companies Witness Marks, Direct Testimony, at 22-24. 

13
 This exhibit reflects a modified version of a new NTG framework based on the latest comments and edits 

by AG, ELPC, NRDC and Staff applied to an original utility NTG framework proposal.  
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achieve certainty by March 1, allowing for deemed NTG values to be established in a 555 

timely fashion each year. 556 

 The Companies are asking the Commission to make a specific ruling on NTG 557 

procedures for the Companies in this docket. However, it is important that any NTG 558 

procedures be consistent and applied equally to all Illinois utilities. As a result, I encourage 559 

the ICC to either:  1) adopt Exhibit AG 1.2 as the new NTG framework in all utility plan 560 

dockets, or alternatively; 2) direct that the SAG formalize a consensus agreement poste 561 

haste that gives the utilities the certainty they are looking for, on an annual basis, prior to 562 

the start of each program year. 563 

 564 

Q.  What are your concerns with the Companies’ proposal? 565 

A.  I have a few concerns. First, as I understand it the Companies would automatically 566 

use the most recently completed evaluation of the NTG result for each existing program. I 567 

believe this is too restrictive, creates too much burden on limited EM&V resources, and 568 

may not result in the best estimates of future NTG. There are often multiple sources of 569 

information on NTG for a particular program, even within Illinois. For example, Nicor or 570 

Ameren may also be offering a virtually identical program that is subject to a NTG 571 

evaluation. Because of the uncertainty inherent in any single NTG estimation method and 572 

sample, it can be valuable to use professional judgment and consider multiple studies over 573 

multiple years to best estimate a single future NTG value for a program. Under the 574 

Companies' proposed approach, the NTG value could potentially vary significantly from 575 

one year to the next even with very stable programs and markets. Further, the values 576 

applied to the Companies and Nicor and Ameren for a virtually identical program could be 577 

very different. 578 
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 Second, the Companies have proposed that each program only be evaluated once 579 

during the entire three-year planning period.
14

 While I support judicious use of limited 580 

EM&V resources, and believe this may be appropriate for other reasons, it is problematic 581 

given the Companies' NTG proposal. Basically, this means that NTG values can only be 582 

updated once every three years, because they would be based only on these specific 583 

evaluation results. If a program or market is undergoing significant modifications, it is 584 

unreasonable to continue to rely on a three-year-old evaluation NTG finding that may no 585 

longer best reflect anticipated future NTG ratios.  586 

 Programs can and do change over time. Markets evolve, and baselines, incentive 587 

levels and eligibility requirements change. As a result, if the Companies modify a program 588 

design, it would be better to estimate a likely NTG value going forward than to simply 589 

always use a prior evaluation of a different program design or market, and one that may be 590 

very outdated. AG Exhibit 1.2 allows for these kinds of changes by simply suggesting that 591 

SAG parties reach consensus on their best estimate of the most appropriate NTG value to 592 

apply, regardless of whether it came out of a single study or not. 593 

 594 

Q.  Does the new proposed framework resolve any of these issues and ensure a 595 

more timely and orderly process? 596 

A.  Yes. I believe it does. One of the underlying disputes among parties that caused 597 

delays in the past was disagreement about how to define whether a program or market has 598 

changed significantly. This was necessary because the original NTG framework approved 599 

by the Commission called for retroactive application of NTG when programs or markets 600 
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have changed. The new proposed framework allows for deeming NTG values in all cases, 601 

and simply requires that EM&V consultants work jointly to recommend a single 602 

comprehensive set of best-estimate NTG values to use for each program, even when there 603 

is no historic Illinois evaluation to rely on and irrespective of whether a program or market 604 

is undergoing significant change. Further, it establishes a schedule that, if kept to, resolves 605 

concerns about not having certainty by March 1.  606 

 Finally, while the intent is for all parties to reach consensus by March 1 of each 607 

year on the deemed NTG values, it provides clear procedures if consensus is not reached to 608 

still provide certainty prior to the next program year. Under my proposal, if consensus 609 

cannot be reached by March 1, existing programs already evaluated would use the average 610 

of the last two evaluations. For new programs or where no evaluation exists, the 611 

Companies would file their proposed NTG value, along with an explanation of the non-612 

consensus issues for a Commission decision within 90 days. I believe this approach would 613 

allow any party objecting to a value to file its reasons for that objection, but ensures that 614 

final deemed values would still be determined prior to the start of the next program year.   615 

 616 

Q.  Do you have any other comments related to the NTG framework? 617 

A.  Yes. I submitted direct and rebuttal testimony in Ameren’s on-going Plan 3 Docket 618 

No. 13-0498, and in ComEd’s Plan 3 Docket No. 13-0495. I submitted very similar 619 

comments on the NTG issues in those dockets, and also sponsored a similar framework 620 

exhibit. However, in those dockets Commission Staff proposed a very similar, but not 621 

identical, NTG framework (Staff Exhibit 1.1 in Dockets 13-0498 and 13-0495). Further, in 622 

testimony Staff rebutted a few aspects of my proposed framework. Because I believe there 623 

should be a single rule on NTG that applies to all utility program administrators I include 624 
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these issues here in the hopes that the Commission can resolve these discrepancies at the 625 

time Orders are entered in these dockets.   626 

 627 

Q. What are the differences in the two NTG framework versions? 628 

A. There are two primary differences. One is slight variations in the proposed 629 

schedule. Staff has proposed two schedule tracks—one for the residential sector and a 630 

separate but parallel schedule for the commercial and industrial sectors. This is because the 631 

evaluators have informed Staff that typically residential evaluations are completed about 632 

one month prior to the C&I evaluations. Staff’s schedule allows slightly more time for the 633 

residential sector by acknowledging the timing of evaluations. I support this minor change. 634 

I believe either schedule could work, and also encourage the Commission to allow the 635 

SAG to modify the schedule as appropriate so long as it ensures a timely process that is 636 

concluded by March 1.  637 

 638 

Q. What is the second difference between Staff’s and the AG’s versions of the 639 

NTG framework? 640 

A. AG Exhibit 1.2 defines “voting parties” in the SAG. Specifically, footnote 3 641 

defines the voting parties as “the program administrators, Staff and other parties that have 642 

traditionally intervened in the EEPS dockets and consistently participated in the SAG. 643 

These are AG, NRDC, ELPC and CUB. However, voting members cannot also be 644 

subcontractors in Section 8-103/104 efficiency programs.”
15

 In contrast, Staff’s version of 645 

the NTG framework is silent on defining any “voting” parties. Based on Staff testimony in 646 
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Dockets 13-0498 and 13-0495 it is my understanding that their intent is that any entity that 647 

is participating in any SAG meeting can object to consensus. 648 

 649 

Q. What is your opinion on voting parties? 650 

A. I am concerned that Staff’s approach is too broad. My intent is not one of limiting 651 

any particular party or to be exclusive. SAG meetings have traditionally been open to 652 

anyone to attend. I believe this is a good practice that allows for honest sharing of ideas 653 

and ensures greater transparency of SAG’s deliberations. I also support that any SAG 654 

attendee can offer input and discussion on NTG values. However, Staff’s approach in 655 

practice could allow literally anyone to attend a SAG meeting and refuse to agree to a NTG 656 

consensus position regardless of whether that party has any particular knowledge or 657 

expertise on the issue, or whether they have ever intervened or otherwise been involved in 658 

energy policy in Illinois. In fact, ComEd Witness Brandt noted in rebuttal testimony that 659 

under Staff’s proposal “a child could wander into a SAG meeting and cast her vote against 660 

a given value, which would have to be given weight under Ms. Hinman’s proposal and 661 

thus force a lack of consensus.”
16

 662 

 In addition, many attendees at the SAG are subcontractors to another party. For 663 

example, consultants helping the program administrators design and plan programs, 664 

evaluators, and implementation contractors who sometimes are paid based on performance 665 

could conceivably vote under Staff’s approach and have a clear conflict of interest in 666 

regard to the ultimate NTG ratio. I believe it would be inappropriate to allow these parties 667 

a formal vote because they generally are attending the SAG as contractors to some other 668 
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party that already has a vote. In addition, I believe it would be inappropriate for the 669 

evaluation consultants to have a vote.  As the NTG framework describes, they are tasked 670 

with working together as independent parties to propose NTG values based on their 671 

professional expertise. I believe that to preserve this independence, they should not then be 672 

in a position of actually advocating for any particular outcome.  In addition, any party that 673 

has subcontracted with a utility to provide programs should not be permitted to vote on 674 

evaluation parameters.  Finally, I believe the SAG facilitator should retain her 675 

independence to effectively facilitate and manage the SAG, rather than taking a formal 676 

position on substantive issues. To be clear, I am not suggesting all these other SAG 677 

attendees cannot offer their input, thoughts, and expertise in discussions around reaching 678 

consensus. However, I believe potential conflicts of interest should prevent these other 679 

groups from having the ability to prevent a consensus agreement among the voting parties. 680 

 681 

Q. Do you believe it is problematic if any additional parties besides the ones you 682 

list in AG Exhibit 1.2 are included? 683 

A. No. I am certainly open to including other parties in the future. I have listed those 684 

that I believe are the appropriate voting parties based on my experience of what entities  685 

have been regular, active members of the SAG and that, to date, do not have any obvious 686 

conflicts. However, if any other party or parties that fit that criteria were to join and 687 

become more active and desire to participate in voting on NTG consensus issues I would 688 

support that right, so long as they do not have a clear conflict such as being a contractor for 689 

a utility program. 690 

 691 



AG Exhibit 1.0 

33 

 

Q.  Does the AG Exhibit 1.2 proposal elevate either the SAG or the independent 692 

evaluators to being a decision making body with direct authority over the 693 

Companies? 694 

A.  No. The intent of AG Exhibit 1.2 is to allow all informed parties and experts to 695 

reach consensus on a set of deemed values that best reflect estimates of future NTG values. 696 

However, these values would simply be recommended values supported by the SAG and 697 

evaluators, for submission to the Commission by March 1. Ultimately, any true decision-698 

making authority would rest with the Commission. This is no different than how the 699 

current process of developing and modifying the TRM operates. SAG members attempt to 700 

reach consensus around TRM values, when consensus cannot be reached, the independent 701 

TRM administrator makes the final recommendation, taking into account all parties views. 702 

Finally, this TRM is filed with the Commission for formal approval.  703 

 704 

Q.  Do you have any other comments related to the NTG Framework? 705 

A.  Yes. In rebuttal testimony in Dockets 13-0498 and 13-0495, the utilities’ primary 706 

disagreement with AG Exhibit 1.2 is that they are concerned consensus will not be reached 707 

and therefore, they won’t have certainty by March 1. If the Commission is not willing to 708 

adopt AG Exhibit 1.2, I could support a compromise suggestion made by Chris Neme, 709 

witness for NRDC in Docket 13-0495. Under this approach, if consensus is not reached by 710 

March 1, the independent evaluators could effectively act as arbitrators, and propose NTG 711 

values taking into consideration all the discussion. ComEd Witness Brandt seems to 712 

support a similar but not identical approach by proposing: 713 

Prior to March 1st of each year, the independent evaluator will present its 714 

proposed NTG values for each program to the SAG. The purpose of this 715 

meeting will be for the independent evaluator to present its rationale for 716 

each value and provide the SAG, in their advisory role, with an opportunity 717 
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to question, challenge and suggest modifications to the independent 718 

evaluator’s values. The independent evaluator will then review this 719 

feedback and make the final determination of values to be used for the 720 

upcoming year.
17

 721 

 722 

While Brandt’s suggestion above also allows for the independent evaluators to 723 

make the final determination, the primary difference is that it does not establish a 724 

reasonable time and opportunity for the SAG to first attempt to reach consensus. While I 725 

could support evaluators making a final determination, this should still be done only as a 726 

last resort when consensus is not reached, after the appropriate time and opportunity to 727 

attempt to reach consensus has been granted, as described in AG Exhibit 1.2. Further, I 728 

suggest that if the Commission pursues this option, that any objecting parties would still be 729 

free to file their concerns with the Commission, and ultimately the Commission must 730 

decide on either the evaluators’ recommended values or some other values. 731 

 732 

Q.  The Companies propose that if any NTG values or TRM changes are made 733 

during the three-year Plan period that their goals should also be adjusted 734 

accordingly. Do you support that request? 735 

A.  No. The Companies have proposed a savings measurement construct that virtually 736 

eliminates all performance risk. In short, the Companies propose to deem values for a full 737 

three years, and in the event any values are modified, to directly adjust goals based on this 738 

modification. This would include not only NTG ratios, but also any TRM measure-level 739 

savings assumptions.
18

 While I do support deeming of some factors, I believe locking them 740 

in for the entire three-year Plan period is unreasonable and unnecessary.  741 
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 742 

Q.  The Companies have proposed that savings goals be adjusted based on 743 

changes in NTG values in future years. Do you support this policy? 744 

A.  No. I believe this is unreasonable. NTG values can be highly influenced by 745 

program administrators, and this would remove any incentive for utilities to strive for 746 

higher NTG values and to make appropriate program changes when NTG values are 747 

becoming increasing low. For example, the utility would be indifferent if an assumed NTG 748 

value dropped precipitously because its goals would simply be adjusted to accommodate 749 

this unfortunate outcome. Instead, the utility should have a clear incentive to forecast likely 750 

NTG results and make program changes as necessary to ensure they are not expending 751 

resources inappropriately on things that are largely transformed in the market already. For 752 

example, the utility could raise efficiency eligibility requirements, perhaps modify 753 

incentives, consider targeted approaches to reach non-free riders, or perhaps discontinue 754 

promotion of the program or measure altogether. The Companies are asking for this sort of 755 

flexibility, and with the diverse portfolio of programs and measures they are proposing, 756 

they have ample opportunity to make annual modifications to their Plan 2 to accommodate 757 

newly determined (but applied only prospectively) NTG values and still meet goals. 758 

Further, while the Companies should anticipate likely shifts in NTG over time and act on 759 

these forecasts, adoption of the proposed NTG framework shown in AG Exhibit 1.2 also 760 

ensures that the Companies would have 90 days prior to each program year start to make 761 

changes once the values are known.  762 

 763 

 764 
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Q.   The Companies are also proposing that goals be adjusted based on annual 765 

changes to the TRM. Do you support that request? 766 

A.  No. The TRM is a living document, and it is imperative that it go through annual 767 

updates to modify any values for which there is new and better information, or to add new 768 

measures. The TRM and TRM policy dockets
19

 were established, and procedures agreed 769 

to, to ensure a timely update process whereby program administrators will know any TRM 770 

changes by March 1 of each year, 90 days prior to the beginning of the next program year 771 

and use of the next TRM version. This allows utilities the opportunity to modify plans, 772 

shift promotions of measures, incentive levels, etc. as they see fit to manage these known 773 

and certain changes.  774 

 It is important that the utilities be held to an overall goal and are incented to make 775 

appropriate annual adjustments to ensure prudent programs. Because the portfolio is 776 

diverse and includes numerous programs and measures, there is plenty of opportunity for 777 

utilities to make these appropriate adjustments and accommodate TRM changes annually. 778 

Alternatively, if the Companies simply get to adjust all goals whenever the TRM changes 779 

they have no incentive to make appropriate midcourse corrections. For example, if the 780 

TRM determined that a measure was saving very little and no longer cost-effective, the 781 

utility could still simply pursue that measure and get full credit for goals based on the 782 

number of measures rebated, even when this is no longer in the ratepayers interest. 783 

 784 

 785 
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Q.  Beyond the policy reasons for your opposition to adjustments to goals based 786 

on annual TRM changes, do you see any practical problems with this proposal? 787 

A.  Yes. I believe this would be administratively burdensome and impractical. The 788 

TRM literally contains hundreds of measures and thousands of individual assumptions. 789 

The process of maintaining and revising it already consumes significant SAG resources. If 790 

every change in a TRM had to be translated into explicit goal adjustments this would result 791 

in constantly moving targets, require extensive administrative effort, and significantly 792 

reduce the transparency of goals. It would be very difficult for SAG parties to follow and 793 

understand how goal adjustments were made and whether they were appropriate.  794 

 In addition, even if one was willing to absorb these extensive administrative 795 

burdens, it is still unclear exactly how this would be done. For example, annual updates of 796 

the TRM can include adding new measures being promoted that were not in the latest 797 

version. While this is clearly a TRM change, it is unclear how this would translate into 798 

goal adjustments when no original TRM value existed. It is important that program 799 

administrators constantly consider and adopt new efficiency measures as they are 800 

appropriate, and a rule that any TRM modifications would drive goal adjustments would 801 

create a strong disincentive to improving the TRM over time and for utilities to pursue new 802 

opportunities that can benefit ratepayers. 803 

 804 

Q.  The Companies argue that they should not bear this risk. Further, they argue 805 

that this risk is untenable because they have pursued performance-based contracts 806 

with their implementation vendor. Do you have any response to that? 807 

A.  Yes. The Companies' testimony makes clear that they would like to have virtually 808 

all risk of energy savings performance removed, and establish a system that virtually 809 
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guarantees it won’t fail to achieve the statutory savings goals (as modified by the statutory 810 

cost cap), even if it chooses to pursue inappropriate measures and resources. This is not 811 

good public policy and I believe is contrary to the legislature’s intent in establishing 812 

Section 8-104 of the Act. The Act explicitly established performance targets and penalties 813 

to utilities for failure to meet these energy savings performance targets. Clearly the 814 

legislature intended for the utilities to absorb some performance risk or they would not 815 

have included these penalty provisions. The utilities are using the ratepayers’ money to 816 

implement programs for ratepayers. That’s an important point that should not be lost in 817 

this discussion.  The utilities must have some accountability to ensure that they perform 818 

this statutory duty on behalf of ratepayers in a prudent way, and in a way that maximizes 819 

energy savings while providing net benefits to the ratepayers. 820 

 The Companies argue that they have a “performance-based contract with their 821 

implementation contractor. It is impossible to administer a performance-based contract if 822 

the goal criteria upon which the contractor is being measured changes.”
20

 I disagree with 823 

this claim for a number of reasons. First, it was clearly the Companies' choice to enter into 824 

this contract, and it is certainly not required by any legislation or regulation. Second, 825 

performance-based contracts can be done in many different ways, including for example, 826 

basing performance on number of participants or measures installed rather than strictly net 827 

therm savings. Third, I believe the Companies also had performance-based contracts in 828 

their first three-year Plan, so clearly the contention that it is “impossible to administer” 829 

seems questionable. More importantly, the Companies' are simply choosing to pass their 830 

performance risk onto  contractors through this contracting mechanism. While this may be 831 
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appropriate, the Companies' decision to do this should not drive Commission policy. The 832 

contractors should be viewed as an extension of the Companies. In essence, the Companies 833 

are asking that all performance risk be shifted from them to ratepayers, who ultimately will 834 

suffer if the program budgets are spent but the benefits are not achieved. Since it is the 835 

Companies and their contractors who have control of the program administration and 836 

implementation, they should continue to bear this performance risk. 837 

 838 

Q.  What do the Companies propose regarding treatment of spillover as part of 839 

NTG adjustments? 840 

A.  The Companies have proposed that “if an evaluation is unable to account for 841 

spillover, then the free rider effect should also be ignored.”
21

 842 

 843 

Q.  Do you agree with this proposal? 844 

A.  Not completely. I do agree that both free ridership and spillover should apply to 845 

NTG ratio estimation, and encourage the ICC to confirm that spillover is a legitimate 846 

aspect of estimating NTG. However, as I understand the Companies’ proposal they are 847 

asking that any study that does not explicitly estimate spillover cannot be used for NTG 848 

ratio estimation based on the free ridership portion. I think this would be a mistake, could 849 

unreasonably prevent parties from considering valuable and relevant information when 850 

estimating reasonable NTG values to deem, and ignores the significant role the Companies 851 

and other stakeholders play in establishing evaluation plans.  852 
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 The Companies have a great deal of involvement in development and approval of 853 

evaluation plans for their programs. As a result, where appropriate they can ensure that 854 

spillover is indeed estimated along with free ridership. However, there are some instances 855 

where all stakeholders might agree that spillover is likely to be very de minimis and not 856 

worth expending EM&V resources to try to estimate. In these cases, completely 857 

eliminating any free ridership adjustments simply because the SAG agreed not to spend 858 

resources estimating de minimis spillover would be throwing the baby out with the 859 

bathwater. Rather, I propose, consistent with my recommendations about a new NTG 860 

framework, that the SAG, in consultation with EM&V consultants, can agree to deem a 861 

spillover assumption regardless of whether there is any formal EM&V study on it. These 862 

can be based on research outside of Illinois and professional judgment, and could be 863 

selected as zero or any other number. What is important is that the NTG framework 864 

process not prevent consideration of free rider estimates simply if the same study did not 865 

also consider spillover. 866 

 867 

Q.  Is there any precedent for the SAG adopting spillover factors when they were 868 

not explicitly evaluated? 869 

A.  Yes. In the latest SAG process of attempting to reach consensus on NTG ratios for 870 

EPY5 & 6 and GPY 2 &3, all parties reached consensus to explicitly add an estimate of 871 

spillover to the evaluated free ridership results for some programs for some selected 872 

utilities whose evaluations had not included spillover. Based on my recollection, this was 873 

because only one utility’s evaluation explicitly estimated spillover for a particular program. 874 

As a result, stakeholders agreed to allow this same amount of spillover to be assumed for 875 

the other program administrators for this program. I see no reason why the SAG cannot 876 
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still operate in this way, and deem values while carefully allocating limited EM&V 877 

resources. In fact, as AG Exhibit 1.2 shows, the intent of deeming NTG values for 878 

prospective application is not simply to formulaically adopt any evaluation result, but 879 

rather to agree on what all parties think is the best reasonable estimate of likely NTG in the 880 

future, given whatever past evaluation results and known program and market changes 881 

exist. This also allows for much greater consistency between program administrator values 882 

for similar programs and recognizes that any single evaluation can suffer from a wide 883 

uncertainty band.  884 

(VI.) The SAG 885 

 886 

Q. You mentioned that you have been and are an active member of the energy 887 

efficiency Stakeholder Advisory Group (“SAG”).  Do you support its continuation as 888 

a forum for consideration and resolution of energy efficiency policy, procedures and 889 

technical issues? 890 

A. Yes.     The Commission established the SAG in the final orders approving the first 891 

three-year Section 8-103 Plan Filings.
22

  The Commission’s directives on the stakeholder 892 

process included: 893 

 Reviewing progress toward achieving the required energy efficiency and demand 894 

response goals and to continue strengthening the portfolio;  895 

 Reviewing final program designs;  896 

 Establishing agreed-upon performance metrics for measuring portfolio and program 897 

performance;  898 

 Reviewing Plan progress against metrics and statutory goals;  899 
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 Reviewing program additions or discontinuations; 900 

 Reviewing new proposed programs for the next program cycle; and  901 

 Reviewing program budget shifts between programs where the change is more than 902 

20%. 903 

 904 

ICC Docket No. 07-0540, Order of February 6, 2008 at 24.   905 

The Commission expanded the role of the SAG in the orders approving the second 906 

three-year 8-103 and 8-104
23

 plans to include discussion of the following topics to include: 907 

 Reviewing budget shifts by more than 20%
24

; 908 

 Reviewing new program proposals
25

; 909 

 Comprehensive review of financing options
26

; and 910 

 Working with the SAG to develop periodic reports about issues that the SAG 911 

deems appropriate.
27

 912 

 913 

I support continued operation of the SAG for the duties listed above.  The SAG 914 

process to date has fostered dialog, collaboration, education on key issues relating to 915 

efficiency, and opportunities to comment upon and inquire about new and modified 916 

programs.   I appreciate that the Companies have worked constructively and openly 917 

with the SAG to date, and request that the Commission order the Companies to 918 

continue participating in the joint electric – gas statewide SAG for the duties listed 919 

above and in this testimony.  In addition, the Commission should direct the Companies 920 

to work with the SAG on the following: 921 
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 ICC Docket No. 10-0564, Order of May 24, 2011 at 92.  
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 ICC Docket No. 10-0570, Order of December 21, 2010 at 17. 
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 Id. at 19 and 35.  
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 Considering other sources of funding that could be used to fund energy 922 

efficiency outside of ratepayer funds; 923 

 Annually updating the Technical Reference Manual (“TRM”) jointly with the 924 

SAG and other utilities and providing annual TRM updates; 925 

 Continuing to participate in a joint gas-electric SAG; 926 

 Improving the evaluation, measurement and verification (“EM&V”) process so 927 

that reports are produced in a timely fashion to inform TRM and NTG updates; 928 

 Providing SAG input to draft EM&V plans so that SAG participants can 929 

recommend information and data that is gathered and produced through the 930 

EM&V process; 931 

 Requiring the Companies’ evaluators to concurrently send draft EM&V reports 932 

to the Companies, the ICC and the SAG; 933 

 Providing written quarterly reports to the SAG no later than forty-five (45) days 934 

after the close of the quarter that contain program and portfolio-level 935 

accomplishments (kWh, kW, therms) relative to goals, program and portfolio-936 

level expenditures relative to budget forecasts, any fund shifts greater than 20% 937 

of program budgets, expenditures on administrative costs, EM&V costs and 938 

marketing and outreach costs;  939 

 An Illinois Energy Efficiency Policy Manual, designed to streamline and 940 

encourage consistency on various program-related policies for review and 941 

approval by the Commission; and 942 

 Identifying how Illinois exemplifies “best practices” programs, and identifying 943 

other “best practice” programs offered in other jurisdictions that could be 944 

brought to Illinois. 945 

 946 

Q.  Does this conclude your testimony? 947 

A.  Yes. 948 


