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INTRODUCTION

The Department of Commerce and Economic Opportunity (DCEO) respectfully submits,

pursuant to the 83 Ill. Admin. Code Part 200.830 and the briefing schedule established by the

Administrative Law Judge (“ALJ”), its Brief on Exceptions (“BOE”) to the ALJ’s Proposed

Order (“ALJPO” or “Proposed Order”) issued in this proceeding on December 23, 2013. DCEO

recognizes the magnitude of the undertaking that the ALJPO represented and DCEO appreciates

the careful evaluation by the ALJ of the numerous issues in this docket, which is reflected in the

Proposed Order. As follows, however, DCEO takes exception to certain conclusions of the

ALJPO and seeks clarification and/or correction with respect to other aspects of the Proposed

Order. With respect to each matter discussed, appropriate substitute language for the ALJPO is

provided. For the reasons stated below, DCEO respectfully requests that the ALJPO be modified

in accordance with DCEO’s positions and with the substitute language provided.

I. Exception – DCEO’s use of realization rates and adjusted gross net impact in

Plan 3.

A. Realization rates

As a fundamental matter, the Proposed Order agrees that modified goals are appropriate for

Plan 3. However, “[t]he Commission finds the lowered savings goal proposed by Staff and accepted

by DCEO to be unreasonable when considered with the increased budgets that will be available to

DCEO. As discussed below under the NTG issue, the Commission denies DCEO’s request to

assume lower realization rates which results in a higher savings goal for DCEO.” ALJPO p.9.
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As stated in the ALJPO, “the Commission should order DCEO to resubmit its Plan, pursuant

to Section 8-103(f) and 8-104(f), to remove the reduced realization rates proposed in its Plan for

both public sector and low income programs, which have the effect of lowering proposed savings

goals unnecessarily.” ALJPO p. 48.

To clarify, for planning purposes DCEO applied a “net-to-gross” value of 80% to its public

sector programs and 90% to its low income programs. The net-to-gross value combined realization

rate (adjusting for such factors as data errors, installation and persistence rates, and hours of use),

free ridership and spillover (to the limited extent that it was measured) into a single value. DCEO

used a value based on the average net savings from the past four years’ evaluation results, but erred

on the side of higher energy savings by rounding upward. The actual calculated net value for the

public sector programs based on four years of evaluation reports was actually lower than the 80%

used in the modeling. DCEO believes use of this conservative value in its plan resulted in

establishing ambitious, yet realistic and achievable energy savings goals.

DCEO believes inclusion of realization rate in its modeling and goal setting is fully

appropriate. Despite the AG’s claim that the Technical Reference Manual insulates DCEO from

many of the factors beyond its control, DCEO’s experience with the TRM does not support that

claim, as stated in DCEO’s Rebuttal Testimony:

“The adoption of the TRM may reduce some of the factors that contribute to differences

in realization rates, but it does not eliminate them. Although the Illinois TRM does provide

deemed savings for some measures that have an estimated low impact on portfolio savings, for

most of the high impact measures the TRM deems an algorithm (not the savings). The

algorithms contain a variety of inputs that have to be chosen by the implementer. While the

Illinois TRM guides and somewhat limits the choice of those inputs within a number of pre-

approved values, those choices are open to interpretation. Depending on the values selected, the
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savings calculation can vary significantly (by an order of magnitude). Since the adjusted gross

framework proposed by DCEO is retrospective, the evaluator may challenge the values selected.

Furthermore, some input values can be changed from the pre-approved ones specified in the

TRM, should the program-specific data available to the program implementer suggest doing so.

Finally, the TRM is updated annually, thus introducing the potential for even greater variance in

a retrospective adjusted gross savings framework.” DCEO Ex. 9.0 Rebuttal Testimony, p. 3-4.

DCEO respectfully proposes the following language modification to the Proposed Order:

The Commission is persuaded that DCEO’s drastic increase in cost per unit is unrealistic.

The Commission finds the lowered savings goal proposed by Staff and accepted by DCEO to be

unreasonable when considered with the increased budgets that will be available to DCEO. As

discussed below under the NTG issue, tThe Commission approves DCEO’s use in its plan of

conservative net-to-gross values that incorporate realization rate, free ridership and spillover based

on past evaluation results to establish the denies DCEO’s request to assume lower realization rates

which results in a higher savings goal for DCEO. Although this is a more aggressive goal, tThe

Commission’s review of the record shows this savings goal to be achievable, and it is consistent with

the Commission’s goal to have as robust an energy efficiency plan as possible. ALJPO p. 9.

Also DCEO respectfully recommends deleting paragraphs (6) and (7) from the Findings and

Ordering Paragraphs ALJPO p. 48 and replacing them with the following:

(6) The Commission approves use of the conservative net-to-gross values that incorporate

realization rate, free ridership and spillover based on past evaluation results to establish DCEO’s

savings goal.
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B. Adjusted gross net impact

The ALJPO states that “[t]he Commission approves DCEO’s retrospective application of

third-party evaluated results, rather than the AG’s suggestion of prospective application of deemed

values because DCEO’s retrospective approach accounts for real world variables and actual results.

Because DCEO proposes a retrospective approach, adopting an NTG Framework, either that

proposed by the AG or Staff, is not necessary.” However, the proposed order states that “DCEO

should be directed to incorporate the same NTG evaluation principles that apply to all utility

efficiency programs for its public sector offerings, and thereby retain the calculation of net energy

savings.” ALJPO p. 48.

DCEO cites several reasons why the current net-to-gross methodology used in evaluating the

Illinois Energy Efficiency Portfolio programs is flawed. DCEO also points out that no other

Midwestern states use a purely “net” savings approach to evaluation and that experts at a Midwest

Energy Efficiency Alliance workshop on evaluation methods predicted 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.” Indiana,

Iowa, Michigan, Minnesota, Missouri, Ohio, and Wisconsin have all made the pragmatic decision to

move toward an adjusted gross approach to measuring net energy savings. DCEO advocates such an

“adjusted gross” approach for the utilities’ programs as well as DCEO’s programs, but believes the

case is particularly strong for the market sectors it serves.

Finally, 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. Illinois should follow the lead of other Midwestern states and

make the pragmatic decision to adopt an adjusted gross approach to measuring net energy savings.
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DCEO respectfully proposes the following language to replace paragraph (8) in the Findings

and Ordering Paragraphs in the Proposed Order:

(8) The Commission approves the adjusted gross approach as the appropriate evaluation

approach for determining net program impacts for both the Public Sector and Low Income Sector

served by the DCEO Energy Efficiency Portfolio. ALJPO p. 48.

DCEO further proposes that the same sentence be inserted into the last paragraph in

Commission Analysis and Conclusion ALJPO p. 19-20 and that the first five paragraphs be

struck.

II. Clarification – Natural gas self-direct program, project verification and energy

savings.

Per the ALJPO, “DCEO should be directed to use energy efficiency funds to audit the natural

gas self-direct program.” ALJPO p. 48. “There is no question that DCEO should be auditing

whether the measures were installed and the energy saved. There is nothing in the statute that

would prohibit the use of energy efficiency funds to perform the required audit. In order to

eliminate any uncertainty, the Commission orders DCEO to more effectively audit and verify

savings from natural gas self-direct customers and the Department is authorized to use EEPS funds

for that purpose.” ALJPO p. 43.

DCEO seeks clarification of its request to claim an associated energy savings related to the

expenditure of the DCEO EEPS funds to audit the natural gas self-direct program. DCEO

believes that if it verifies the savings from the program that it should report those verified

savings to the Commission and Stakeholder Advisory Group and count the savings as part of its

overall portfolio. DCEO recommends that since it is uncertain what level of savings will be
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achieved from the self-direct program that it modify its plan at a future date to include the

savings from that program in its savings goals.

DCEO respectfully proposes the following language modification to the Proposed Order.

Add the following sentences after the Commission Analysis and Conclusion, ALJPO p. 43:

The Commission further orders DCEO to report the verified savings to the Commission and

the Stakeholder Advisory Group on an annual basis. The Commission directs DCEO to modify its

plan to include the savings from the natural gas self-direct program in its annual goal after it

establishes the expected level of savings based on the audit results.

Modify Findings and Ordering Paragraphs, ALJPO p. 48:

(5) DCEO should be directed to use energy efficiency funds to audit the natural gas self-

direct program, to report the verified savings to the Commission and the Stakeholder Advisory

Group on an annual basis, and to modify its plan to include the savings from the Natural Gas Self

Direct Program in its annual goal after it establishes the expected level of savings based on the audit

results.
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CONCLUSION

For the reasons set forth above, DCEO respectfully requests that the Commission modify

the ALJPO in a manner consistent with DCEO’s positions and proposed changes.
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