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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 submitted Direct Testimony in this docket. In addition, I have testified in 17 

numerous dockets related to the Commission’s review of utility-run energy efficiency 18 

programs mandated by Section 8-103 and 8-104 of the Public Utilities Act (“the Act”). My 19 

qualifications were summarized in my direct testimony. 20 

 21 

22 
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Q. What is the purpose of your testimony? 1 

A. I address a number of issues raised in the Companies' Witness Michael Marks’ 2 

Rebuttal Testimony,
1
 and some comments made by Staff Witness Jennifer Hinman in 3 

Direct Testimony.
2
 The issues I address include: 4 

1. The Companies' proposal for flexibility to modify their Plan without any goal 5 

adjustments. 6 

2. The appropriate net-to-gross (“NTG”) framework. 7 

3. The Companies' proposal to adjust savings goals based on future changes to the 8 

Technical Reference Manual (“TRM”) and NTG values. 9 

4. The Companies' failure to include electric costs and benefits in analyzing the 10 

total resource cost (“TRC”) test cost-effectiveness of measures, programs and 11 

its portfolio. 12 

5. Program design concerns including promotion of air sealing in single family 13 

homes, and the lack of cost-effectiveness of the Residential Outreach and 14 

Education Program and the Companies' inability to merge billing data across 15 

utilities. 16 

 17 

(II.) Portfolio Flexibility 18 

 19 

Q. Please summarize your comments related to portfolio flexibility. 20 

A. The Companies have proposed virtually unlimited flexibility to modify their Plan at 21 

any time during the Plan period. I believe all parties support flexibility in general, to allow 22 

for modifications that can improve strategies and respond to changes to markets and other 23 

things that might create new opportunities or constrain well-intentioned plans that are not 24 

working as well as expected. However, as I pointed out in my direct testimony (at page 25 

                                                 

 

1
 NS-PGL Ex. 3.0 
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22), the Companies' Plan proposes a number of different programs with widely varying 1 

costs per unit of savings. As a result, acting on this flexibility can allow the Companies to 2 

simply shift emphasis from relatively expensive programs to relatively inexpensive 3 

programs, thereby capturing much greater savings per dollar spent than originally intended. 4 

Because the Companies are requesting the goals be modified downward significantly based 5 

on a specific mix of proposed expensive programs, this provides the Companies with an 6 

unreasonable ability to simply guarantee they can meet goals by shifting funds to 7 

inexpensive programs. 8 

 In rebuttal testimony, the Companies’ witness Mr. Marks argues that “they 9 

[intervenors] made these recommendations without any evidence of misuse of the program 10 

flexibility granted to the Utilities during Plan 1.”
3
 To be clear, I have not accused the 11 

Companies of acting imprudently or trying to “game the system.” However, this argument 12 

is irrelevant to whether the Companies’ request for unlimited flexibility is appropriate for 13 

ensuring best practices and cost-effective efficiency programs.  Commission approval of 14 

the Companies’ unlimited flexibility request would permit the Companies to effectively 15 

pursue a different and much cheaper plan than was actually approved by the Commission.  16 

 17 

Q. What does Staff Witness Hinman propose regarding flexibility? 18 

A. Ms. Hinman supports the Companies' proposal, but suggests a number of rather 19 

burdensome and complex strategies and reporting requirements to effectively “police” the 20 

Companies and prevent abuse of this allowed flexibility.
4
 I oppose Ms. Hinman’s proposal. 21 

                                                                                                                                                    

 

2
 Staff Ex. 1.0. 

3
 NS/PGL Ex. 3.0 (Marks Rebuttal) at 19. 

4
 See Staff Ex. 1.0 (Hinman Direct Testimony) at  16-25. 
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I believe the requirements she suggests would simply provide a false sense that regulators 1 

can effectively micromanage every utility decision in real time, and would create a 2 

burdensome and contentious regulatory process. I believe it is far better to set reasonable 3 

limits on flexibility in transferring program dollars and create the proper incentives for best 4 

practices, and allow the Companies the freedom to manage their portfolio as they choose 5 

within those limits. In my experience, trying to simply catch any undesirable changes and 6 

then challenge them is a poor use of regulatory resources. I also believe it is unrealistic that 7 

this can be done effectively in real time. If, for example, the Companies chose to shift a 8 

large amount of spending from their most expensive program (Residential Single Family) 9 

to their cheapest program (Residential Outreach and Education), they could do this within 10 

days. The latter program costs approximately one quarter as much per unit of savings.
5
  11 

Even though the Companies would later report this change to the ICC, if Staff disagreed 12 

with this decision it is not clear what the remedy would be, or whether any remedy could 13 

be timely enough.  14 

 15 

Q. What is your proposal? 16 

A. Under my proposal, I simply suggest that if the Companies make a major shift of 17 

more than 20% of budget from one program to another, the energy savings goals be 18 

adjusted consistent with the budget transfer. This protects both the Companies and 19 

ratepayers by simply resetting goals to reflect the actual plan the Companies ultimately 20 

choose to pursue. This energy savings goals adjustment can be done after the fact, is not 21 

burdensome, would be transparent to all parties, and simply ensures that goals reflect the 22 

                                                 

 

5
 AG Ex. 1.0 (Mosenthal Direct Testimony) at 22. 
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approximate plan being pursued. Further, because my proposal permits the Companies to 1 

shift up to 20% of a program budget with no energy savings goals adjustments, it still 2 

provides them with a great deal of flexibility that would not even trigger any goal 3 

adjustments. Finally, flexibility to modify individual programs — for example adding or 4 

removing measures, adjusting incentives, changing marketing strategies, etc. — would still 5 

be fully allowed to respond quickly to market events or evaluation findings. 6 

 7 

Q. How does the goal adjustment you propose compare to adjustments the 8 

Companies and Staff have supported related to changes to the TRM? 9 

A. It is far simpler and far more transparent to all parties. The Companies and Staff 10 

seem to have no concerns about adjusting goals based on TRM changes, which, as 11 

explained later in my rebuttal testimony, could be quite complex and burdensome, and 12 

involve literally hundreds or even thousands of different calculations. However, the 13 

Companies desire to be completely insulated from any adjustments that might be triggered 14 

by their own unilateral actions. Such a proposal makes no sense, is inequitable, and should 15 

be rejected by the Commission. 16 

(III.) NTG Framework 17 

 18 

Q. What have the Companies proposed regarding the NTG framework? 19 

A. In rebuttal testimony, the Companies’ witness Marks proposes a framework that 20 

would provide for an opportunity for the SAG to discuss and attempt to reach consensus on 21 

NTG values provided by its evaluators. If consensus is not reached, then the evaluator 22 

values would be adopted. Specifically, Mr. Marks proposes: 23 

 24 
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 If consensus on a NTG value is reached by the parties at SAG, 1 

then that NTG value should apply. 2 

 If no consensus is reached at the SAG, then the EM&V contractor 3 

values should be used. 4 

 NTG values shall be used prospectively.  5 

 A set calendar for process of NTG values: 6 

o Existing programs – EM&V contractor will provide 7 

values by March 1 for existing programs with estimated 8 

NTG values, and such value will apply for the next 9 

program year (beginning June 1). 10 

o New programs – planning NTG values provided by the 11 

EM&V contractor will apply for the next program year 12 

(beginning June 1). 13 

o Prior to March 1 of each year, the EM&V contractor will 14 

present proposed NTG values to the SAG for discussion. 15 

The EM&V contractor, after advice from the SAG is 16 

considered, will adjust values as applicable and those final 17 

determined values by the EM&V contractor will be used 18 

for the upcoming program year (beginning June 1). (NS-19 

PGL Ex. 3.0 at p. 25, l. 559 – p. 26, l. 575) 20 

 21 

Q. Do you support Mr. Marks’ proposed NTG Framework? 22 

A. Generally, yes.  However, I would propose one slight modification. The change 23 

would be to have evaluators act as the final arbiter to decide any non-consensus values.  24 

They would not, however, be required to simply default to the latest individual utility 25 

evaluation result.
6
 Rather, all Illinois evaluators would work together to agree on 26 

appropriate NTG values based on all the information before them, including prior 27 

evaluations, the discussions among the SAG, the specific program plans, and any other 28 

research or information that is available and relevant. 29 
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 This approach has already been adopted by the Commission in Ameren Illinois 1 

Company’s (“Ameren”) three-year plan docket: 2 

In order to provide additional certainty, which all parties advocate, prior to 3 

March 1 of each year, the independent evaluator will present its proposed 4 

NTG values for each program to the SAG. The purpose of this meeting 5 

will be for the independent evaluator to present its rationale for each value 6 

and provide the SAG, in their advisory role, with an opportunity to 7 

question, challenge and suggest modifications to the independent 8 

evaluator’s values. The independent evaluator will then review this 9 

feedback and make the final determination of values to be used for the 10 

upcoming year. In all other respects, the NTG Framework adopted in Plan 11 

2 should be utilized.  12 

 13 

ICC Docket No. 13-0498, Order of January 28, 2014 at 123. 14 

 15 

 It is important that a single NTG framework be established for all Illinois utilities, 16 

and that NTG values are developed consistently (although not necessarily identically) for 17 

each utility. I therefore encourage the Commission to apply this reasonable approach in 18 

this docket as well.  19 

I further encourage the Commission to clarify that the SAG should be given a 20 

reasonable period of time to review information and attempt to reach consensus. 21 

Technically, the reference to “prior to March 1” could allow the evaluators to propose 22 

values on February 28
th

 and then declare a failure to reach consensus the next day. I 23 

believe the SAG can work out a reasonable schedule and the Commission need not specify 24 

the schedule. Rather, the Commission’s final order should simply be clear that reasonable 25 

time be allocated for this effort. 26 

 27 

                                                                                                                                                    

 

6
 While it is not explicit, I believe the Companies' use of the term “evaluator value” implies a value that is 

taken from the latest single evaluation report for a utility program. 
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Q. Why do you suggest that evaluators should not simply adopt the latest 1 

evaluation result? 2 

A. There are a number of reasons I think this would be a mistake. First, with only one 3 

impact evaluation per program during each three-year plan period, given the lags in 4 

completing evaluations, it is quite possible the latest evaluation might be examining a 5 

program that was implemented as many as five years ago. Many things can change in that 6 

timeframe, and the evaluation may no longer be actually predictive of a future NTG value. 7 

Second, even if the evaluation is more recent, there may have been significant changes to 8 

the actual program design or delivery strategies that would have material impacts on NTG 9 

values in the future that have not been considered. Third, the markets themselves may have 10 

evolved significantly since the last evaluation, such as when a new code or standard is 11 

passed, or natural penetrations of efficient equipment change substantially. Fourth, it is 12 

always possible that a single evaluation might be deemed unreliable by the parties, and 13 

effectively viewed as an “outlier.”  This could occur, for example, if a new evaluation 14 

methodology was attempted that did not work as expected because of limited sample sizes 15 

or for some other reason.  16 

As a result, it is preferable to allow the collective input of SAG members and 17 

evaluators to use their best professional judgment to formulate the best estimate of future 18 

NTG values than to force parties to adopt a single number that all parties might agree is not 19 

representative of the actual likely future NTG value. This approach is also fairer because it 20 

allows all utility NTG values to be set using similar information and rationales.  21 

Finally, this approach actually encourages reasonable parties to reach consensus. If 22 

the prior evaluation result is set as the automatic default, then all parties would know that 23 

value and would discourage utilities from agreeing to any reasonable NTG value if it is 24 

lower than the default value. By allowing independent evaluators the flexibility to use their 25 
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best judgment based on the collective input of the SAG, all parties are motivated to work 1 

in good faith to agree on a consensus value. 2 

 3 

Q. Please briefly summarize the distinctions you see between the Companies' 4 

proposal and your proposal as articulated in the Ameren Order (Docket No. 13-5 

0498).  6 

A. As I mention above, it is not entirely clear that they are significantly different. 7 

However, in Mr. Marks’ testimony, he references the ComEd Proposed Order in Docket 8 

13-0495 at 119.
7
 In this Proposed Order a ComEd proposed framework is referenced that 9 

refers to the use of the most recent prior evaluation report values. The ComEd framework 10 

also envisioned that each utility’s evaluator would independently develop that utility’s 11 

NTG values, with no consideration for what other utilities and their evaluators have 12 

determined. Therefore, while Mr. Marks’ language does not explicitly require this, it is 13 

important for the Commission to understand the distinction between allowing evaluators 14 

the flexibility to select what they view as the best estimate of future NTG values and to 15 

work collectively on all utility NTG values, rather than be constrained by a single prior 16 

utility-specific study. I believe the Ameren Order allows for this, and the Commission 17 

should explicitly allow this in future orders. Second, Mr. Marks’ language simply refers to 18 

“prior to March 1” and the commission should be clear that adequate time should be 19 

provided to the SAG to attempt to reach consensus.  20 

 21 

                                                 

 

7
 NS-PGL Ex. 3.0 at 25. 
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(IV.) Goal Adjustments Based on Changes to the TRM and NTG Values 1 

 2 

Q. Please summarize your comments related to the Companies' proposal to 3 

adjust goals annually based on changes to the TRM and NTG values. 4 

A. The Companies are requesting that goals be adjusted annually based on any 5 

changes to the TRM or to NTG values. I oppose this, and address various comments on 6 

this issue made by the Companies' witness Marks in Rebuttal Testimony and Staff Witness 7 

Hinman in Direct Testimony. 8 

 9 

Q. What does Mr. Marks argue about why the Companies should be allowed to 10 

adjust goals? 11 

A. Mr. Marks makes a number of arguments in rebuttal testimony, including: 12 

 13 

1. Allowing adjustment of goals would still leave the Companies “responsible for 14 

achieving participation targets.” (NS-PGL Ex. 3.0 at 20, l. 433) 15 

2. Independent oversight and existing ICC mechanisms can address any perverse 16 

incentives from adjustments that might discourage the Companies from making 17 

appropriate changes to maximize savings and net benefits. (NS-PGL Ex. 3.0 at 20, 18 

l. 440-442) 19 

3. The Companies “have a performance based contract with its implementation 20 

contractor and they are highly motivated to strive for the highest NTG values 21 

possible.” (NS-PGL Ex. 3.0 at 20, l. 446-448) 22 

4. “Mr. Mosenthal provided no evidence that the utilities have ever behaved in” a 23 

manner where they did not strive to continuously improve programs and delivery 24 

strategies and to maximize NTG ratios. (NS-PGL Ex. 3.0 at 21, l. 450-451) 25 

5. The Companies do not have any “managerial flexibility” as suggested by ELPC 26 

Witness Crandall in direct testimony that can make up for any reduction in measure 27 

or program savings from changes to the TRM or NTG values. (NS-PGL Ex. 3.0 at 28 

21, l. 464-470) 29 
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 1 

Below I discuss each of these arguments. 2 

 3 

Q. What are your comments on Mr. Marks’ first point, that the Companies 4 

would still be responsible for meeting participation targets? 5 

A. Mr. Marks argues that so long as the Companies capture the participation levels 6 

they anticipated at the beginning of the plan, they should be credited with meeting savings 7 

goals. His point appears to be that if a measure is determined to save less than the 8 

Companies initially projected, they should be insulated from this risk. Further, if the 9 

program attracts significantly more free riders than the Companies initially assumed, they 10 

should also be insulated from this risk. I believe this view both contradicts Section 8-104 11 

of the Act and is also bad policy that creates perverse incentives. 12 

While I am not an attorney, the Act clearly set incremental savings targets and 13 

penalties for failing to meet them. Nowhere in the Act does it indicate that simply giving 14 

away a set number of efficiency measures, or capturing a set number of participants, is the 15 

goal. Quite simply, the Companies are asking the Commission to ignore the Act and dilute 16 

the risk that the legislature clearly intended the utilities to shoulder.  17 

Perhaps more importantly, it would be bad policy for the Commission to endorse 18 

this view as adoption of the policy risks creating a number of perverse incentives. The best 19 

way to explain the potential for these perverse incentives is through example.  Say that the 20 

Companies parked a truck in downtown Chicago and gave faucet aerators to every passer-21 

by. In theory, the Companies could claim they gave away hundreds or thousands of 22 

aerators. However, the likelihood that a set number of the aerators would not get installed 23 

or that many of the citizens already had aerators would be ignored. The end result of such a 24 



AG Exhibit 2.0 

 12 

program would be that the TRM would credit the Companies for savings based on 1 

assumptions that were no longer valid, but they would be insulated from any adjustments. 2 

Similarly, but less extremely, the Companies would have little incentive to strive 3 

for maximum NTG values in their marketing, technical assistance, and other delivery 4 

aspects. The Companies and their contractors would be indifferent to degrading NTG 5 

values because they effectively would no longer count at all. If the NTG values change, the 6 

goals simply change with them. This removes any incentive to work at modifying 7 

programs and delivery practices to maximize the net benefits accruing to ratepayers, and 8 

ultimately makes the Companies indifferent to actual performance. 9 

Fundamentally, the Companies’ argument is analogous to an employee suggesting 10 

that as long as she shows up to work for eight hours every day she should get a good 11 

performance review, regardless of her actual performance. No unregulated competitive 12 

business employer would likely endorse such a concept, nor should they. 13 

 14 

Q. What are your comments on Mr. Marks’ second point, that the ICC has 15 

enough oversight mechanisms to ensure that the Companies would still do everything 16 

they could to maximize ratepayer net benefits and never be influenced by any 17 

perverse incentives? 18 

A. I believe this assertion is naïve and unrealistic. While mechanisms do exist to 19 

scrutinize the Companies’ activities and review their performance, in practice it is very 20 

difficult for the Commission or other parties to effectively monitor all of the Companies’ 21 

actions, nor would it be a good use of societal resources to do so even if they could. The 22 

devil is always in the details in terms of efficiency program delivery. It is the day-to-day 23 

actions of the numerous program staff that fundamentally impact performance. Examples 24 

include: how an account representative markets a program to a large customer; or how a 25 
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technical assistance provider identifies and recommends efficiency measures. It is 1 

impossible for regulators or intervenors to possibly monitor all these actions. It is far better 2 

policy to set proper overarching incentives and then allow the Companies an appropriate 3 

level of flexibility in order to act on those incentives. 4 

 5 

Q. Does Staff support the Companies’ view that oversight mechanisms are 6 

sufficient? 7 

A. Yes, I believe they do. Staff Witness Hinman warns the Commission that the 8 

Companies' proposal “potentially allows the Companies to take a ‘set-it-and-forget-it’ 9 

approach to managing their portfolio. That is, there is no reason to divert funds from any 10 

measure where the savings values change, because the Companies' overall savings goal 11 

changes proportionately.”
8
 However, Ms. Hinman ultimately supports the Companies' 12 

proposal so long as the Commission also adopts a number of additional reporting 13 

requirements that she believes would be sufficient to police the Companies and allow 14 

parties to intervene to force the Companies to make appropriate changes. As discussed 15 

above in the flexibility section of my testimony, I believe this is unrealistic, 16 

bureaucratically and administratively burdensome, and unlikely to work in practice. 17 

 18 

Q. What are your comments on Mr. Marks’ third point, that the Companies’ 19 

implementation contractor has a performance based contract and is therefore 20 

motivated to maximize NTG values and net benefits? 21 

                                                 

 

8
 Staff Ex. 1.0 at 25-26 
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A. I find this comment odd. In direct testimony, Mr. Marks indicated one reason that 1 

the Companies needed to make adjustments was because of this performance based 2 

contract, and that otherwise, the contractor would be exposed to unreasonable risk.
9
 In 3 

other words, by allowing the adjustments the Companies propose, the contractor would 4 

then be protected from these risks. Now in rebuttal, Mr. Marks seems to argue that this 5 

same performance based contract will somehow still motivate the contractor to strive for 6 

maximizing NTG ratios even once they are insulated from this risk. However, this logic is 7 

flawed simply because that is only the case if the Commission rejects the Companies’ 8 

proposed goal adjustments. If, however, the Commission adopted the Companies’ 9 

proposed goal adjustment mechanism this incentive to maximize NTG values would be 10 

completely removed. 11 

 12 

Q. What are your comments on Mr. Marks’ fourth point, that there is no 13 

evidence the Companies have acted imprudently in the past? 14 

A. This is not relevant. It is not necessary to show past imprudent acts to set policy 15 

that discourages future imprudent acts. I do not accuse the Companies of acting 16 

inappropriately; however, I also note that the past policy not allowing goal adjustments 17 

may have helped to discourage the Companies from doing so.  18 

 19 

 20 

                                                 

 

9
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Q. What are your comments on Mr. Marks’ fifth point, that the Companies do 1 

not have the “managerial flexibility” to compensate for a reduction in savings credit 2 

from a future TRM or NTG change? 3 

A. I completely disagree with this assertion. The Companies promote literally 4 

hundreds of measures to thousands of customers. It concerns me that the Companies 5 

suggest they have no ability to do things such as:  modify marketing strategies, change 6 

incentive levels, adjust eligibility standards, add or remove measures, target their 7 

marketing, manage costs and staff effectively and prudently, and utilize many other tools at 8 

their disposal. Clearly, the Companies have ability to manage and influence spending and 9 

outcomes of their large portfolio of programs and services, especially given that they are 10 

asking for virtually unlimited flexibility to modify this portfolio.  11 

 The Companies’ position seems to imply a direct and fixed link between its 12 

planning numbers and actual program delivery outcomes that simply does not exist. While 13 

spreadsheets that use TRM values are part of what the Companies use to build up goals, 14 

the fact is that their goals are ultimately a planning estimate of savings that relies on a large 15 

number of assumptions and assumed averages. They must make educated guesses about: 16 

specific participation rates; who will participate and what their hours of use and other 17 

parameters are; what types of custom measures they might cause to be installed in which 18 

types of customers’ facilities; how effective a marketing strategy will be; and literally 19 

hundreds of other factors. The implication that a single change to one TRM parameter 20 

automatically produces a known and certain change in their performance is simply not true.  21 

 While the Companies have some risk based on changes to TRM and NTG values, 22 

this risk is not large or onerous. The fact is that the Companies have numerous ways to 23 

compensate for these changes, and should be encouraged to do so. To assume otherwise 24 

implies that all program administrators throughout the country would achieve exactly the 25 
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same the savings given the same plan, and that performance is not influenced by the 1 

administrator’s actions. 2 

 3 

Q. Does Staff have any comments on this issue of managerial flexibility and the 4 

link between goals and the explicit TRM inputs? 5 

A. Yes. Ms. Hinman argues “annually adjusting the savings goals based strictly on 6 

changes to the IL-TRM and NTG ratio values should be administratively easy to implement as 7 

it involves simply changing an assumed NTG ratio value or IL-TRM value in a spreadsheet to 8 

calculate the revised savings goals.”10 As the Companies imply, Ms. Hinman seems to believe 9 

that the planning spreadsheets the Companies use to estimate goals are completely 10 

deterministic and accurate, and that actual program activities will exactly match what is in the 11 

spreadsheets. This is not true.  12 

Given the literally thousands of TRM parameters, I disagree with Ms. Hinman’s belief that 13 

adjusting these spreadsheets is a simple activity. For example, the Companies make 14 

assumptions on average in their spreadsheets about the different customer types that might 15 

participate and install a measure. However, the TRM accounts for things like different hours of 16 

use by different customer type. The TRM allows for numerous specific calculations that are at 17 

a much greater level of granularity than the Companies' planning spreadsheets rely on. 18 

Therefore, if for example, the hours of use for a single building type changes for a single 19 

measure in the TRM, it is completely unclear how this would translate into a direct change to 20 

the overall estimated savings the Companies have predicted from that measure. Further, the 21 

likelihood that the Companies will do exactly the same number of every measure, among the 22 

exact same customer types as they projected, is virtually zero. The example above related to 23 

                                                 

 

1010
 Staff Ex. 1.0 at 28. 



AG Exhibit 2.0 

 17 

hours of use is just one of many. Specific existing equipment removed at customer sites may 1 

be different than the TRM assumes, the actual level of efficiency of the new efficient 2 

equipment can vary, and numerous other factors can impact the ultimate savings the 3 

Companies claim. Further, a significant amount of savings comes from custom measures that 4 

are completely undefined in the TRM and under the Companies’ control. 5 

 6 

Q. Are there other reasons that you believe adjusting goals based on changes to 7 

the TRM is unworkable? 8 

A. Yes. The TRM is and should be a living document that undergoes regular 9 

improvements and additions. Similarly, the programs should not remain static. New 10 

technologies regularly come to market, and over time it is expected that the Companies 11 

should and will promote new measures that may not have previously been in their 12 

programs, plans, or in the TRM. When this happens, the TRM is necessarily modified to 13 

include them. It is unclear how this “TRM change” would be handled under the 14 

Companies' proposal. In fact, the Companies' proposal attempts to essentially fix all 15 

programs for three years to be exactly as they estimated in their spreadsheets, and would 16 

discourage the addition of new measures, or the removal or shift in strategy away from 17 

poorly performing measures. The Companies’ proposal simply holds them harmless if they 18 

pursue exactly the projected number of each measure, regardless of whether this course of 19 

action is actually in the interests of ratepayers. This seems in complete contradiction to the 20 

Companies' request for complete flexibility to diverge from these plans without any goal 21 

modifications. 22 

 23 

 24 
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(V.) Cost-Effectiveness Analysis 1 

 2 

Q. What are your comments related to the Companies' cost-effectiveness 3 

analysis? 4 

A. Staff witness Jennifer Hinman in her Direct Testimony criticized the Companies for 5 

failing to properly perform their cost-effectiveness analyses by not including any electric 6 

costs and benefits.
11

 As Ms. Hinman notes, recognition of these benefits is required by 7 

Section 8-104(f)(5) of the Act. In addition, SAG parties had previously reminded the 8 

Companies' that this was necessary when previously presented with a draft plan in a SAG 9 

meeting. 10 

 In rebuttal, the Companies' Witness Marks confirms that the cost-effectiveness 11 

analyses failed to consider electric costs and benefits.
12

 However, he argues that because 12 

both the electric costs and benefits were excluded, and the Companies allocated costs for 13 

joint programs “consistent with the benefits between the two utilities”
13

 that nothing would 14 

change in terms of cost-effectiveness had they included the electric costs and benefits. 15 

 16 

Q. Do you agree with Mr. Marks that there is no need for the Companies to 17 

include the electric costs and benefits? 18 

A. No. First, I agree with Ms. Hinman that the Act requires this analysis. So, while I 19 

am not an attorney, even if Mr. Marks were entirely correct, I do not believe it is up to the 20 

Companies to simply choose to omit this information. More importantly, Mr. Marks’ 21 

                                                 

 

11
 Staff Ex. 1.0 at 6-8. 

12
 NS/PGL Ex. 3.0 at 3. 

13
 Id. 
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comment is only true in some circumstances, as I describe below. Finally, even where it is 1 

true, it simply means that the benefit-cost ratio would be the same under either analysis 2 

approach. However, the actual net benefits from pursuing efficiency are much more 3 

important than simply the TRC benefit-cost ratio. The ratio simply indicates whether 4 

something passes or not, however the net benefits show the actual impact on the economy 5 

and ratepayers. For example, a program that has a 1.1 benefit-cost ratio but provides a 6 

million dollars in net benefits if far more valuable than one that has a 5.0 benefit-cost ratio 7 

but only provides a hundred thousand dollars in net benefits.   8 

Also, it is important that the Commission and other parties are able to understand 9 

not only the net benefits of a measure but the actual allocation of costs and benefits 10 

between the Companies and ComEd for joint programs, to understand the assignment of 11 

costs and benefits between gas and electric ratepayers, and among different customer 12 

classes. Without this information, the Commission cannot know how these costs are 13 

allocated or whether there might be an inappropriate cross-subsidy between ratepayer 14 

groups. Quite simply, the Companies are failing to provide important and relevant 15 

information that all parties should be able to review. 16 

 17 

Q. Please explain why you believe Mr. Marks claim is not true in all 18 

circumstances? 19 

A. There are a number of reasons where Mr. Marks’ assertion is not accurate.  First, it 20 

is only accurate when programs are completely merged and jointly funded and delivered, 21 

and all costs are perfectly allocated based on the overall program electric and gas 22 

benefits. Indeed, in this case, the TRC benefit-cost ratios would by definition be identical 23 

for both the Companies and ComEd, and would also be the same under a combined 24 

analysis. However, this is not always the case. I note that even where it might be the case, 25 
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the Commission cannot verify the allocations are done properly or even know what the 1 

cost allocations are given the lack of electric savings and cost information in workpapers. 2 

This alone is an important concern.  3 

More significantly, not all programs are jointly delivered with ComEd, and even 4 

when they are, allocations may not cover all costs. Also many standalone gas efficiency 5 

measures have electric impacts even when done as a non-joint effort. In these cases, it is 6 

important to understand the true cost-effectiveness of these gas measures.  7 

For example, the Companies are proposing to promote a number of gas measures 8 

that are not cost-effective, but that will provide some electric benefits that might make 9 

them cost-effective had they included them. These include furnace and boiler tune-ups, 10 

wherein electric power to run burner motors, blowers, and pumps can provide additional 11 

benefit and perhaps make these measures cost-effective. If, as Mr. Marks suggests, these 12 

are being offered as part of a joint program where ComEd is paying part of the costs of 13 

these gas measures, we do not know what portion of the stated incentive costs for these 14 

measures the Companies are proposing will be covered by its ratepayers. While the 15 

Companies indicate that all costs are shared, they also provide explicit incentive levels for 16 

gas only measures, with the implication that these are borne only by gas ratepayers. 17 

Without full information on the electric side we are left with a very unclear picture of what 18 

the actual incentives and ratepayer costs are.  19 

 While Mr. Marks indicates costs are allocated based on benefits, it is unlikely this 20 

is fully the case for all costs in all joint programs, and seems to be inconsistent with the 21 

Plan language. Further, it is not clear this would be in the interests of ratepayers in all 22 

cases. However, without seeing these numbers, one cannot form an opinion on them. For 23 

example, will ComEd ratepayers cover a portion of the salaries and overhead of the 24 

Companies' staff based on its portion of benefits from the program as a whole? And if so, 25 
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what is this share and how can the Commission ensure the Companies' proposed costs are 1 

reasonable if they can only see a fraction of the actual costs?  2 

Similarly, will ComEd ratepayers fund prescriptive incentives paid for gas measures 3 

that have no electric impacts at all? In fact, the Companies' Plan contradicts this claim and 4 

makes it clear that actual cost allocations are not yet determined. For example, under their 5 

proposed joint Multifamily Program, the Companies state “the utilities will determine a 6 

framework for cost allocations based on savings/benefits to each utility’s customers.”
14

 7 

Clearly, this allocation has not yet been determined, and this statement is also ambiguous 8 

as to whether allocations will be based on savings or benefits. This language is similar for 9 

most of the Companies proposed joint programs. 10 

Further, the Companies detail specific incentives they will pay for all specific gas 11 

measures in their Plan 2. Is the Commission to believe that ratepayers will only have to 12 

cover a fraction of these incentives, but also that they will have to pay for other electric 13 

incentives the Companies are not declaring to the Commission? If this is the case, the 14 

Companies need to be clear exactly how much of these incentives will be paid by its 15 

ratepayers, and how much will be contributed by ComEd ratepayers. The Companies are 16 

asking for budgets to be approved, and yet Mr. Marks’ claim raises concerns about 17 

whether these are even the actual budgets that will be allocated to their ratepayers. 18 

The Companies also have programs that are not jointly delivered, but will still likely 19 

produce electric benefits. For example, for the Business Existing Facilities Program (one 20 

of the largest contributors to overall energy savings), the Companies state “it is the intent 21 

of the Companies to cooperate in the offering of this program with ComEd. Measures that 22 
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could benefit both gas and electric energy use may be offered jointly, where 1 

possible.”[Emphasis added]
15

 Similarly, for the Residential Single Family Program, the 2 

Companies say “it is the intent of the Companies and ComEd to cooperate in the offering 3 

of this program. There are some measures that could benefit both the gas and electric 4 

energy use.”[Emphasis added].
16

 Finally, the Residential Outreach and Education Program 5 

is a gas-only program. However, it seems highly likely that as a result of receiving this 6 

broad based efficiency education some electric impacts will result from this program as 7 

well that should have been quantified.   8 

For all of these reasons, the Commission should require the Companies to fully analyze 9 

all costs and benefits from related to both gas and electricity, and report how they propose 10 

to allocate all costs between their ratepayers and ComEd, in an updated Plan. 11 

  12 

(VI.) Program Designs 13 

 14 

Q. What are your concerns related to program designs? 15 

A. In my direct testimony, I raised concerns about the lack of air sealing services in 16 

the Residential Single Family Program.
17

 This joint program is also being offered by 17 

ComEd and Nicor, but with a much more comprehensive approach than the Companies are 18 

proposing. CUB witnesses Devens and Francisco also raise similar concerns.
18

 While it 19 

was unclear why the Companies were not pursuing this very common residential efficiency 20 
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measure, I hypothesized it might be related to concerns about indoor air quality that the 1 

Companies had previously raised in a SAG meeting. Mr. Marks confirmed in rebuttal 2 

testimony this is indeed the case.
19

 Specifically, the Companies are concerned it is possible 3 

that radon levels in homes could be exacerbated by air sealing, and so have declined to 4 

pursue this measure. 5 

 6 

Q. Do you agree that increased radon levels comprise a significant concern? 7 

A. No. Home air sealing is one of the most effective and common efficiency measures 8 

being deployed throughout the country, and is being done cost-effectively. I have been 9 

involved in energy efficiency for thirty years and I am unaware of any other utility that has 10 

this air quality concern. In Illinois alone, ComEd, Nicor, Ameren and DCEO are all 11 

offering this measure and have not raised this issue. Further, the Companies have provided 12 

no actual evidence that this is a serious or significant concern in their territory, nor why 13 

their territory is different than all other territories throughout the country. In fact, until this 14 

issue was raised by me as well as CUB witnesses Devens and Francisco, the Companies 15 

did not even acknowledge this point of view in their testimony. 16 

 17 

Q. What information does Mr. Marks provide in rebuttal related to this concern? 18 

A. Very little. First, he provides no documentation as to why this should be a concern 19 

uniquely for the Companies and not for any other Illinois utility or DCEO, let alone any 20 

other entity throughout the country. However, Mr. Marks does claim that the Companies 21 

would be willing to pursue this measure under the condition that they perform pre- and 22 
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post-radon testing in each home. He states “that way, the customer can make an informed 1 

decision about whether to proceed with the measure and any air quality issues from radon 2 

can be identified and mitigated by the homeowner.”
20

 However, Mr. Marks also claims 3 

that the additional cost of performing two radon tests in each home will render the 4 

measures no longer cost-effective.
21

  5 

 6 

Q. What is your recommendation to the Commission regarding the air sealing 7 

issue? 8 

A. I believe that this measure is critically important to the Residential Single Family 9 

Program. Without it, this program is effectively focusing on very minor measures, such as 10 

faucet aerators. If the Commission is not willing to direct the Companies to implement this 11 

program in a similar fashion to the other program administrators in Illinois, i.e., without 12 

this added testing, I propose the Commission still order the Companies to pursue this 13 

measure under a pilot approach to obtain data on the prevalence and levels of radon. 14 

 I propose this for a number of reasons. First, the costs of the radon test are not 15 

huge, and if it will provide good data on this potential issue, it may be worth the 16 

investment on a short term basis. I propose the Companies offer the radon testing for a six-17 

month period, and analyze the data and reassess whether air quality is in fact a major 18 

concern. I believe at least some of this testing would need to be done in the winter, where 19 

the impact of any possible increase in radon should be greatest.  20 

Second, it is not clear that even with the radon tests this measure cannot be 21 

performed cost-effectively. There are a number of reasons this is the case. Air sealing is 22 

                                                 

 

20
 NS/PGL Ex. 3.0 at 8, l. 174-176. 



AG Exhibit 2.0 

 25 

not a binary event. Rather, one can do a little sealing, or a lot. A well-designed program 1 

should use a protocol whereby the contractors are guided by a blower door and only seal 2 

the home to the point where it no longer becomes cost-effective to further seal the building 3 

based on periodic measurements of the leakage. This program can also be targeted to those 4 

homes with higher levels of existing leakage, thereby ensuring that projects are cost-5 

effective. While the Companies’ analysis indicates it is marginally non-cost-effective on 6 

average, there is no reason they cannot limit the services to the leakier houses and ensure 7 

that the program is cost-effective.  8 

Mr. Marks claims that the TRC benefit-cost ratios drop from 1.14 and 1.2 for 9 

Peoples and North Shore, respectively, to 0.87 and 0.94 when adding pre- and post-radon 10 

testing.
22

 These ratios are still higher than other measures that the Companies are 11 

proposing to offer. Given the importance of this measure and the high likelihood that a 12 

pilot might determine that radon testing is no longer necessary, this marginal lack of cost-13 

effectiveness should not prevent at least some effort to offer this service. 14 

Finally, even if the Companies do not adjust their delivery methods to ensure air 15 

sealing is cost-effective by targeting leakier houses or doing slightly less sealing, I believe 16 

the measure may still be cost-effective. This is the case because, as mentioned above, the 17 

Companies have failed to consider the electric benefits and costs. According to Mr. Marks, 18 

ComEd would presumably cover a significant share of the cost of the radon testing, since a 19 

significant portion of the program benefits will accrue to electric ratepayers. Therefore, the 20 

Companies' analysis of lack of cost-effectiveness is flawed because it allocates 100% of 21 

the radon test costs to its ratepayers, in contradiction to its own assertion that ComEd will 22 
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assume a share of all program costs. If ComEd benefits from this program are around half, 1 

I calculate that air sealing would still pass the TRC test, based on the Companies' 2 

workpapers.
23

  3 

Even without allocating a share of the radon testing to ComEd, the Companies 4 

erred by ignoring any benefits from the radon testing. As Mr. Marks noted, these tests will 5 

provide important information to customers, and in the event there is an existing radon 6 

problem in the home, will enable mitigation strategies to remedy it. Therefore, there are 7 

clear societal benefits to customers receiving these tests that have not been counted and 8 

included in cost-effectiveness evaluations.  9 

For all of these reasons, I encourage the Commission to order the Companies to 10 

either move forward without radon testing, or to engage in a pilot effort that includes radon 11 

testing for a limited time to collect sufficient data to determine if the testing should 12 

continue. 13 

 14 

Q. Do you have any other program design concerns? 15 

A. Yes. In my direct testimony I raised two concerns about the Companies' proposed 16 

Residential Outreach and Education Program.
24

  First, the proposed program was projected 17 

not to be cost-effective, so I questioned the Companies' wisdom in pursuing it. Second, I 18 

suggested that the Companies should pursue a joint effort with ComEd who is also offering 19 

a similar program. This would significantly reduce the costs to both gas and electric 20 
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ratepayers, and likely render the program much more cost-effective, as well as provide a 1 

better service to customers.  2 

 3 

Q. How did the Companies respond to your concerns? 4 

A. Related to the concern around cost-effectiveness, the Companies indicate they 5 

agree pursuing measures or programs that are not cost-effective is generally not in the 6 

ratepayers’ interest “unless there is a compelling reason.”
25

 They further indicate they 7 

“agree to review all measures with a TRC of less than 1.0 and, if this approach is approved 8 

by the ICC, we propose to make changes that will be reflected in our Compliance Filing.”
26

 9 

I support this approach. I further assert that there is no compelling reason to promote the 10 

Residential Outreach and Education Program if it is not projected to be cost-effective. I 11 

address my reasoning for this assertion below. 12 

 Related to the second concern that the Companies should jointly offer this program 13 

with ComEd, the Companies state that they agree this would be ideal; however, there is “a 14 

difficult and a potentially expensive barrier involved merging data from two different 15 

custom information systems (CIS).”
27

 They further raise concerns regarding how critical 16 

utilities’ CIS systems are to their business and provide many important functions and 17 

contain specific customer data, and that “to accomplish even a partial integration of CIS 18 

would be an expensive and time-consuming process.”
28

  19 

 20 
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Q. How do you respond to the Companies assertion that it would be difficult and 1 

expensive to merge utility CIS systems? 2 

A. I am not an information technology expert. However, it is my understanding that 3 

there is no need to actually merge CIS systems, or to in any way encumber the actual 4 

systems that the utilities rely on and rightly want to protect the integrity of. Rather, it is my 5 

further understanding that the vendor could extract the necessary data from each system, 6 

and then upload both those datasets into its own separate database, under appropriate 7 

confidentiality constraints.  It is my understanding that the way this program works the 8 

vendor already merges utilities CIS data extracts with other public databases such as 9 

property tax and census databases, to establish things such as the size of the home, number 10 

of occupants, etc. 11 

 In my own experience, as one of the lead developers of Efficiency Vermont, the 12 

nation’s first and only “efficiency utility” I saw similar problems solved relatively easily. 13 

Efficiency Vermont was created and charged by the Vermont Public Service Board with 14 

taking over efficiency programming services from the 22 separate electric utilities 15 

throughout Vermont, some of whom had previously independently offered programs. In 16 

hearings before the Board some of the utilities contended they could not provide Efficiency 17 

Vermont with customer and billing data. However, after being ordered to, within a few 18 

short months of start-up Efficiency Vermont had developed an efficient system to extract 19 

customer names, addresses, and electric consumption from 22 different utility CIS systems 20 

and upload them all into a single database that gets updated as often as monthly with new 21 

utility data.
29

 This was all done more than a decade ago, and works smoothly and has 22 

                                                 

 

29
 The large IOUs provide data monthly, the smaller utilities provide it quarterly or every six months. 



AG Exhibit 2.0 

 29 

appropriate procedures in place to ensure customer confidentiality. It is hard to imagine in 1 

this age of information technology that this perceived barrier cannot be overcome. 2 

 3 

Q. Why do you believe there are no compelling reasons to offer this program if it 4 

is not cost-effective? 5 

A. I support offering measures that are not cost-effective when there are other reasons 6 

to do so. These can include:  to spur market transformation and encourage greater volumes 7 

of sales that will lead to cost reductions and make measures cost-effective in the future; to 8 

leverage other cost-effective measures; to encourage improvements in trade ally practices 9 

and behavior, or maintain trade ally relationships; to preserve momentum in a program; for 10 

equity reasons; or because it is anticipated that the measure will become cost-effective in 11 

the future. 12 

However, I do not believe any of the above reasons would apply to the Residential 13 

Outreach and Education program. The savings from this program only exist for one year. 14 

Therefore, if avoided costs go up in the future and make this program cost-effective, there 15 

is still no benefit to offering it now because those savings will not still be there. Further, 16 

this type of program can easily be started at any time, if indeed it does become cost-17 

effective in the future. The program is driven by a single vendor hired by the utility, and 18 

therefore does not impact issues around transforming markets and maintaining consistency 19 

or relationships with market-based vendors. In terms of equity, while this program can 20 

target a relatively large number of homeowners, it is an “opt-out” program. This means the 21 

Companies choose which customers are included in the program without customer input. 22 

Therefore, including this program does nothing to ensure that all customers are provided 23 

opportunities to participate in programs. Also, because this program tends to target the 24 
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highest users, these are all likely to have gas space heating and can participate in other 1 

programs that can address things like improved building shell measures. 2 

 3 

Q. Given your above concerns, what do you recommend the Commission do? 4 

A. I recommend the Commission order the Companies to either eliminate this program 5 

from their portfolio or to find a way to merge it with ComEd’s program cost-effectively. I 6 

am not convinced that the latter is not possible, but if it is not, I see no benefit to ratepayers 7 

from pursuing this program at this time. 8 

 9 

Q. Does this conclude your testimony? 10 

A. Yes. 11 


