10

11

12

13

14

15

16

17

18

19

20

21

22

BEFORE THE

| LLI NO S COMMERCE COMM SSI ON

ENERGY EFFI CI ENCY | N AFFORDABLE HOUSI NG

Wednesday, March 2, 2016

Chi cago, Illinois

Met, pursuant to notice, at 9 a.m,

at 160 North La Salle Street, Chicago,

PRESENT:

BRI EN J. SHEAHAN, Chairman

ANN MCCABE, Comm ssi oner

SHERI NA E. MAYE EDWARDS, Comm ssi oner
M GUEL DEL VALLE, Comm ssi oner

JOHN R. ROSALES, Comm ssi oner

SULLI VAN REPORTI NG COMPANY, by
PATRI CI A WESLEY
CSR NO. 084-002170

I[11inois.



10

11

12

13

14

15

16

17

18

19

20

21

22

PANEL 1

A GENDA

CHAI RMAN BRI EN SHEAHAN, Chairman & CEO

I[11inois

Commerce Comm sSSion

MS. ANNE EVENS, CEO - El evate Energy

PANEL 2

MS. ANNE EVENS, CEO - El evate Energy

MS. ELI ZABETH McERLEAN, Legal & Policy Advisor
to Chai rman Sheahan - | CC

MR. GEORGE MALEK, Director of Energy Efficiency

Servi ces

- ConEd

MR. JI M JEROZAL, Managi ng Director of
Energy Efficiency - Nicor Gas

MR. PATRI CK M CHALKI EW CZ, Manager of Energy
Efficiency and Maj or Accounts -
Peopl es Gas/ North Shore Gas

MR. KEI TH MARTI N, Director of Energy Efficiency -
Ameren Il linois

MS. MOLLY LUNN, Deputy Director for Energy &
Recycling - Department of Comrerce &

Econom c

Opportunity

MS. KAREN LUSSON, Assi stant Bureau Chi ef,
Public Utiities Bureau -

I[11inois

Attorney General's Office

MR. DAN YORK, Utilities, State, and Local
Policy Program - Fellow American Council for an
Energy- Efficient Econony

MS. SANDY FAZELI, Senior Program Director -

Nat i onal

Associ ation of State Energy Officials



10

11

12

13

14

15

16

17

18

19

20

21

22

A GENDA

PANEL 3

MS. ANASTASI A PALI VOS, Legal & Policy Advisor

Chai rman Sheahan - | CC

MS. AUDRA HAMERNI K, Executive Director
Il 1inois Housing Devel opment Authority

MR. JOHN BRAUC, President - Checkmate Realty

MR. M CHAEL BURTON, Assistant Managenent

Director - Bikerdike

MR. ANDREW GEER, VP & Mar ket Leader -
Chi cago Enterprise Community Partners

PANEL 4

MS. SUZANNE STELMASEK, Senior Policy Anal yst

El evate Energy

MS. STACIE YOUNG, Director -

Preservati on Compact Community | nvest ment

Cor poration

to

MR. THURMAN SM TH, Director of The Preservation

Conpact - Community | nvestnment Corporation

MR. ART RENDAK, President - |Inland Mortgage Capital

MR. CHRI'S MEI STER, Executive Director
Il11inois Finance Authority



10

11

12

13

14

15

16

17

18

19

20

21

22

CHAI RMAN SHEAHAN: Good mor ni ng. Wel come to the
II'l1inois Commerce Conm ssion's policy session
regardi ng energy efficiency and affordable housi ng.
This session is convened pursuant to the Illinois
Open Meetings Act, and our guests and panelists
should be aware that a court reporter is present. A
transcript of this session will be posted to the

Comm ssion's website shortly followi ng the session.

Wth us are Comm ssioners M Cabe,
del Valle and Edwards. Comm ssioner Rosales will be
with us shortly. W do have a quorum

| would |ike to thank today's
panelists for the effort they put into their
presentations and for all of you for taking the time
to attend.

The purpose of today's session is to
invite | eaders in the affordable housing field and
rel ated industries to share regional best practices
in green rental housing preservation and energy
efficiency in order to explore ways to devel op and

i mpl ement strategies through innovative
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partnershi ps, policy devel opment and | egislative
reform

As a former deputy executor director
of the Illinois Housing Devel opment, | have a
special interest in the topic. Preserving
affordabl e housing is inherently resource efficient,
and, as the popul ar saying goes, the greenist
building is the one that already exists.

By retrofitting existing affordable
housing to increase energy efficiency, green jobs
are created, low-income residents pay less in
utilities, operating costs are reduced and heal thier
homes are created.

In 2007, an Illinois bill created the
Energy Efficiency Portfolio Standard which created a
substanti al budget for progranms and incentives to
reduce electrical energy usage and demand f or
customers of investor-owned electric utilities.

| nvestor-owned gas utilities were
added to the programin 2011, and since the
| egislation, utilities in Illinois have made

significant investments in prograns designed to help

5



10

11

12

13

14

15

16

17

18

19

20

21

22

the lives of utility customers by reducing their
energy expenses and creating healthier, nore
confortable living environments.

Nationally, utility energy efficiency
program budgets have significantly increased since
2006, reaching -- and are expected to reach
12 billion by 2020.

Today a majority of states inplenment
utility-funded energy efficiency prograns often paid
for through charges included in customer utility
rates. These programs are significant and a growi ng
source of resources for residential energy retrofits
that remain |argely untapped by the multifamly
sector.

As such, today's session will feature
panelists intended to provide an overview of the
affordable multifam |y housing stock and the
potential for energy efficiency savings, discuss
current utility programs and best practices in
program desi gn, analyze best practices concerning
technical solutions, and explore financing

mechani snms for energy efficiency prograns in the
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af f ordabl e housi ng sector.

As stakehol ders work together on this
i mportant issue, Illinois utility customers stand to
benefit fromthe | ower system costs associated with
energy efficiency investments.

The val ue of providing effective
programs for |ow-inconme residents of multifamly
af fordabl e housing is even greater than the general
popul ation since these custonmers spend a high
proportion of their income on energy services.

Capturing these benefits requires
usi ng i nnovative strategies penetrating existing
mar keting barriers, and the Illinois Commerce
Comm ssion is well poised to host a strategic
conversation on this topic in order to serve as a
steward of positive change.

To begin today's discussion, we will
be hearing from Ms. Anne Evens, CEO of Elevate
Energy, who will give a presentation providing an
overview of the affordable multifam |y housing stock
and di scussing the potential for energy efficiency

savi ngs.
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Pl ease join me in welcom ng Ms. Evens.
(Appl ause.)
(Slide presentation.)

MS. EVENS: Thank you, Chairman. So | would I|ike
to start off by giving everyone some background
about the low-income famlies across Illinois and
t he af fordable housing sector, share some
definitions so we have sonme shared | anguage when we
are tal king about this inportant sector, talk about
some barriers, and then finish with the huge
opportunity I think we can all see in this sector.

So at Elevate our mssion is smarter
energies for all. That means we design and
i mpl ement energy -- energy programs for folks that
need it most, and when we say "smarter energies for
all,"” we really mean that we want the investnments
that are made in energy efficiency and renewables to
reach all sectors, especially | ow- and-noderate
income sectors in Illinois.

Qur specific areas of focus are in
maki ng sure the benefits of the smart grid reach

everyone. We work on hourly pricing prograns across
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the state and then we work every day in

buil di ngs improving them retrofitting them making
them nore efficient, and then we work at the
community level partnering with all different kinds
of communities. It could be communities in Little
Village and Bronzeville, SAG in the City of

Chi cago, Cook County, and comunities across the
state to help implement community | evel policies.

Our particular focus in nultifamly
came because again it's our mssion trying to make
sure that underserved communities get the benefits
of energy efficiency.

We have retrofit over 24,000 units
saving on average 30 percent on energy bills,
partnering with lots of you in the room today,
including the Community I nvestment Corporation to
provide lending to make these i nprovements and
creating over 550 local construction jobs. Those
are folks that are going in and blowi ng in
i nsul ation and sealing HVAC, |ighting, and plunmbing,
so that's a | ook at Elevate.

To tal k about the | andscape in
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Illinois -- and | apologize if you can't see that
very well, so I'll describe to you what's on this
screen. Just to start off by defining what we mean
by low income, there's varying definitions out there
in the housing world. The U. S. Department of
Housi ng and Urban Devel opnment typically bases the
definitions around affordable housing as related to
the particular market that famlies are living in so
we use that concept of the area's median income to
define what's low -- low income, |ow nmoderate, and
upper high income househol ds.

The reason that they take this
approach is, as you m ght expect, living costs vary
across the country, and what it means to be | ow
income in Chicago may be different than what it
means to be |l ow income in Carbondale.

So this definition -- to give you an
exampl e of what that means in the Chicagol and area,
a low-income famly, a famly of four is a famly
that's making | ess than $57,000 a year; whereas, in
Rockford the numbers are siml ar. In Peoria a

| ow-income famly is making -- again, this is a

10
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famly of four -- is making less than $44,000 a
year.

Now many of us are also, when we are
wor ki ng on federal prograns, accustomed to the
concept of the federal poverty level. That's one
number that is relevant across the United States, so
it doesn't vary across the United States, and it's a
| ower | evel.

So, again, in the context of the
federal poverty |level, when we are talking about 150
percent of poverty, we are talking about a famly
t hat makes $35, 000 a year or |ess.

In the Illinois markets, 200 percent
of the federal poverty is pretty simlar to
80 percent of AM, but | just wanted to review those
definitions because they are used differently in
different programs and for different eligibility,
and | think it's important as we think about the
| ow-i ncome | andscape in Illinois to consider these
definitions and | ook nore broadly at what it nmeans
to be Il ow inconme.

As we | ook at how the numbers vary

11



10

11

12

13

14

15

16

17

18

19

20

21

22

across the utility territory, you'll see that for
most of the utilities, the |l ow income popul ati ons
range from 40 -- 40 to 50 percent with, of course, a
hi gher percentage in the Peoples Gas territory in
the City of Chicago and a | ower percentage in the
North Shore area.

These -- just to make sure you
under st and what you are | ooking at, this is the
percent age of households in each income territory.
We tried to use the same color throughout the
presentation so you can see it well. The darker
blue is low income. The yellow is moderate
income -- and that's 80 to 100 percent of the area
medi an income -- and then the Iight blue is the

hi gher income househol ds greater than 120 percent of

the AM .

When we | ook at the nunbers across --
as a whole across this state, Illinois has
4.7 mllion households, nearly half, 2.3 mllion are

| ow-i ncome based on the HUD guidelines, and if we
want to | ook at the variable income, | would call it

the 150 percent of FPL, that's still nearly

12
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30 percent of the state. So we are talking about a

very substantial part of our population here in

I11inois.

To get a sense of how the popul ation
is distributed across the state, |'m going to give
you some maps by utility service territories

starting with ComEd. Again, the darker blue shows
t he higher density of |low-inconme famlies, and you
can see that as expected, of course, it's a
concentration in the city, but it's really
| ow-income famlies |live across ComEd's service
territory.

When we | ook at Anmeren, again, we see
t hat over half-a-mllion |low-income famlies that
live in Ameren's electric service territory are
really spread out across the state and in
many counti es.

We | ook at North Shore Gas, the over
50, 000 I ow-income households are a little nore
concentrated around Waukegan and Lake County. That
again is distributed across the service territory.

Peoples Gas -- again, nearly 60 percent of Peoples

13
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Gas custoners are low income. That represents
427,000 households in the Peoples Gas territory and
really distributed across the city with, of course,
some concentrations on the south and west side.

And then, finally, |ooking at Nicor
Gas 782,000 | ow-income households that live in the
Ni cor Gas service territory are again concentrated
across the service territory.

And, finally, | have a | ot of maps up
t here, but when you | ook at Ameren's gas service
territory, again, you see that distribution relatin
across the state.

So when we think about |ow inconme, |
think that many times we think about |ow inconme as
sort of a special sector, but it's really the
popul ati on of the State of Illinois. It's an
i mportant popul ation and an inportant sector for us
all to focus on, so |I'm happy about this policy
session today to get some best practices.

Now I want to switch fromthe
househol ds to housing stock to give some context

around that. There are 5.3 mllion housing units i

g

n

14
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Illinois. Of those, if you think about this state,
33 percent are in multifam |y housing; however, in
some communities, like the City of Chicago, nore

t han 75 percent of housing stocks are nultifamly.

Now, of course, even when you are
tal king about multifamly, that means many t hings.
In communities across the state, a | ot of
multifamly is two flats, three flats, four flats.
A big portion is also 5 to 49 units, which is an
i mportant market, specifically in the residenti al
mar ket, and then we have some | arger buil dings,

50 units or nore. Many | ow-i ncome subsidized units
across the state are in that category. W see
pretty | arge housing devel opments that could be

200 units or nore.

To talk a little bit more about the
af fordabl e housi ng market and defi ne what we mean by
that, typically we say housing is affordable if a
famly is paying 30 percent or less of their nmonthly
income on rent, rent and utilities, so the idea is
t hat your housing costs are 30 percent or |ess than

your nmonthly income. Across this state, affordable

15
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housi ng accounts for 40 to 50 percent of the housing
stock, so, again, we are tal king about a big
popul ati on when we are tal king about a | owincome
famly. We are talking about a big portion of our
housi ng stock when we are tal king about affordable
housi ng.

You will hear more from experts |ater
today fromthe housing industry, but affordable
housi ng market, just |like |lowincome famlies, is
not as uni que. It's very diverse. It's made of a
number of different kinds of housing.

Two big categories to keep in mnd are
there's | ow-income housing that can be subsidi zed,
meani ng that there's some kind of government or
private subsidy that is helping to support either
the building or help pay for the rent of the famly
that lives in the building.

It also includes public housing,
| ow-i ncome housing tax credits, supportive housing,
but what is typically called "Section 8 Housing,"
and housing -- choice voucher housing. That

accounts for a portion of the affordable housing in

16



10

11

12

13

14

15

16

17

18

19

20

21

22

the state, but the bigger -- the bigger market in
affordabl e housing is actually unsubsi dized

af fordabl e housing, which is also called "Naturally
Occurring Affordable Housing."

We have created a new acronym and |
know everyone is excited about that, called "NOAH,"
Naturally Occurring Affordable Housing, so that
accounts for a lot of the rental market where often
owned by private owners could be | arger owners,
could be ma and pa owners.

In the Chicago and Cook mar ket there's
a |large number of smaller owners, individuals that
own one or two buildings or five -- five or maybe
5,000 units total of buildings, and then there's
some | arger owners that own big portfolios.

It's important when we think about
t hese housing stocks to think -- and, again, you
will hear from experts later today -- but to think
about the chall enges that each kind of ownership
structure faces. A larger owner may be able to have
mor e extensive property management staff. A small er

owner may not have as many resources and staff and,

17
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t herefore, may encounter nore difficulties when
trying to reach access to various progranms that are
out there.

So, again, this industry is way nore
conplex than | have time to review today, and
there's |lots of experts that could do a much better
job than | can, but | think it's important to know
t he unsubsi di zed affordable housing market is
substantial and much | arger than the subsi di zed,
which is important, and an inmportant stock that we
want to preserve.

So now | want to talk a little bit
about energy costs and the energy burden that

| ow-income famlies are struggling with today in

I11inois. In Illinois we know that nearly a quarter

of the famlies are severely rent-burdened. What
t hat means is that 25 percent of the famlies are
spendi ng about more than half of their monthly
incomes on rent and utilities. So when you think
about that, you can recognize that there's very
little resources available for the other

necessities: Food, health care, et cetera.

18



10

11

12

13

14

15

16

17

18

19

20

21

22

So when you think about that,

25 percent of famlies in Illinois are on a regul ar
basi s making tradeoffs on are they going to pay the
rent? Are they going to buy their medicines? Are

t hey going to be able to put food on the table? Are
t hey going to be able to keep their power and heat
on? That's a big problemthat the state faces.

We al so see that energy costs are
substantial for famlies that live in poverty and
range from 15 to 28 percent of monthly incone.
Low-income famlies also face other chall enges, a
hi gh degree of a | arge nunber of low-income famlies
are under banked, which means it can be difficult to
do things, |like make utility payments, because
| ow-income famlies can't make el ectronic payments
and so they may face other barriers and other
additional costs having to make utility payments at
your | ocal currency exchange or storefront paynment
centers.

CHAI RMAN SHEAHAN: Can | interrupt you for a
second.

MS. EVENS: Sur e.

19



10

11

12

13

14

15

16

17

18

19

20

21

22

CHAI RMAN SHEAHAN: The cycle of utility shutoffs
and fees, do you have any idea typically, you know,
in a household that we are tal king about, how
often -- how frequently that cycle occurs? 1Is it
sort of -- does it happen, you know, on an annual
basis nore, or more often than annually, or every
coupl e of years? MWhat's the frequency of that
cycl e?

MS. EVENS: So, like everything I'm saying, it
ki nd of depends, and there's a lot of variability
anong the vast majority of |low-income famlies. The
vast majority of |low-income famlies who pay their
utilities bill may get behind, and they may be
maki ng sacrifices in order to pay their utility
bills, but the vast majority of |low-income famlies
do keep up on their payments.

However, we know from the size of our
LI HEAP and PIPP eligibility, there's a huge
popul ati on probably, and here -- | would like to
come back to you with more concrete nunbers, but we
are | ooking at about a mllion customers in Northern

Illinois that are eligible for some of the utility
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assi stance progranms and many of them struggle and
come back to the same prograns.

It's quite a conplex | andscape,
because there's several utility assistance prograns
and many of them don't allow you to conme back,
except for the ones every two years and there's been
a lot of interruptions in those programs, so |'m not
giving you a very good answer. | apol ogi ze.

CHAlI RMAN SHEAHAN: No. | think that's hel pful.

MS. EVENS: It would be good to have anot her
session on that.

CHAlI RMAN SHEAHAN: Maybe we can get into it a bit
with some of the other panelists, but | think kind
of underlying the question is that | think it's
i mportant there's a recognition that there's a cost
to the cycle that gets socialized --

MS. EVENS: Yes.

CHAI RMAN SHEAHAN: -- that isn't necessarily
reflected in other data, and so, to the extent that
we can help famlies that struggle with this have
| ower bills that are nore affordable that they can

keep up with regularly, you reduce that socialized
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cost that all the other customers will pick up.
MS. EVENS: Absolutely. | compl etely agree.
COMM SSI ONER MAYE EDWARDS: | just want to add in
addition to the cycle is also a situation where, you
know, you may have a very expensive and high gas
bill.

For exanple, | know someone right now
whose gas was actually shut off quite awhile ago,
because of the inability to pay, and now she is
usi ng space heaters to heat her hone. Her
electricity bill is through the roof, you know, so
think that's something to tal k about, that
consi deration, the fact that, you know, you may have
one year trying to pay this one down, but while you
are trying to pay that one down, in the meantime if
you don't have gas, your electricity is going to be
extremely high, maybe you are going to choose maybe
my electricity is more inportant. More than |ikely,
your gas is going to be really high

These programs don't necessarily
account for that situation, you know, when they're

| ooking at it separately as opposed to cunul atively,
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which |I'm now seeing with this particular person

that | know. That's really how it should be
anal yzed.
MS. EVENS: Oh, absol utely. | think we are in

real need of a conprehensive solution for | ow-income
fam lies that | ook at energy efficiencies so that we
can substantially reduce consunption, and | wil
share with you a little bit of data.

There's a huge opportunity to
substantially reduce consunption on the gas side and
on the electric side, re-think our utility energy
assi stance progranms in such a way that we are
hel pi ng peopl e before they get into really
significant debt and are facing disconnecti on,
because it's difficult for the |low-income famly.

Yes, | believe there's substanti al
costs to sort of going through that process all the
way from substantial costs on utility customer
service centers that are taking a lot of calls from
people who are really in -- from people who are in
desperate situations trying to work out some Kkind of

payment plan or get some of the assistance, and,
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yes, the problens are magnified, because you may
have problems on the gas side or on the electric
si de.

And, you know, when we | ook back and
think that, you know, a quarter of our famlies in
this state are spending nmore than 50 percent of
their incomes on rent and utilities, those kinds of

struggles that you are describing are happening

every day for so many famlies across the state. W

are talking about a mllion famlies across the
state, and we have 4.7 mllion famlies.

So if we can come up with a
comprehensi ve solution that really | ooks at energy
efficiency, demand response, and utility assistance
in a way that benefits |low-income famlies and the
rest of the state, because we are reducing some of
t hese costs, | think we'll be in a much better
position.

| think that there's sonme -- when we
| ook at how doll ars have been spent to-date and we
have on the slide as an example of a study many of

you may have seen from UC Berkley, |ooking at the
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federal tax credit program 90 percent of the
federal tax credit benefits went to upper-income
famlies, now that's just one program There's |lots
of prograns out there.

| don't mean to make a bl anket
statement, but | think we have to take a | ook at how
our programs are currently targeted and how can we
make sure that the greatest number of famlies
across lllinois are benefiting.

COWMM SSI ONER ROSALES: This may be answered | ater
on this afternoon, but how does the housing stock
pl ay out conpared to this?

Specifically, in Chicago, as a student
of demographics, | can tell you that when you
mentioned Little Village, even Pilsen or Division
Street, when they rehab these buildings and make
them nore energy efficient, they also beconme
condom niunms at a much higher level for famlies to
get into, and so they beconme nmore energy efficient,
but they're now not affordable, and so that housing
stock or the opportunities become shortened or

become smaller, so the smaller the opportunities in
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the areas where they have opportunities to buy
affordabl e housing tend to go outside the city or
farther fromthe city -- farther fromthe city
central, and they're overbuilding, so now they need
more work in these areas.

How does that play out in ternms of
stock effect in terms of the amount of units that
are rented?

MS. EVENS: So that's a very big issue as housing
stock is rehabbed generally, which would include
energy efficiency improvenments, rents or ownership
changes, we | ose rental stock and that has certainly
been a trend that has been going around al ong and
across the state, but particularly in Cook County,
and I'"m going to probably ask Stacie from
Preservati on Contact that's been working on this
issue and trying to develop a strategy to preserve
affordable rental housing within the context of this
greater transformation in the marketplace where you
see communities gentrified, and as comunities
become more desirable, because of |ocation and

i mproved housing stock, what happens to the existing
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community that's there, and how do you -- how do you
-- how do you make sure that you are actually
preserving the affordable owned and rental housing
across the -- across Chicago and across the state,
and that's certainly a big question.

| think you are asking me how does
energy efficiency play into it? | think reducing
energy costs is a key conmponent to preserving
af fordabl e housing. Again, we have experts here who
will talk more about this and the specifics, but if
you are mahaging a rental building and if you think
about managing rental building in Pilsen or Little
Vill age and your energy costs are going up, if it's
master metered and as the building owner, you are
paying the gas bill, it becomes increasingly
difficult for you to maintain |ower rents.

So driving -- energy costs do drive --
do drive rents, and if we can do something to reduce
t hat part of the chall enge, because, again, it's a
bi gger challenge that we face, but if we can control
t hose energy costs, that's one of the number one

drivers for preserving affordable rental housing,
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and, again, | can say we m ght talk nore about
Preservati on Conpact | ater, but one of the key --
this is a group that came together across industries
to try and identify what was the key -- what were
t he key drivers on preserving affordable housing,
and nunmber one and nunmber two were controlling
energy costs and controlling property costs.
| think the important thing to
remenber is that energy costs are not a fixed cost.
They're variable. There's something we can do to
reduce consunpti on, and we have -- we have prograns
available to do that, and now we have to think about
how we can best target this sector in order to have
t hose i npacts.
| know you can't see this very well,

so I'll tell you what's on this screen

COVMM SSI ONER del VALLE: A questi on.

MS. EVENS: Sur e.

COWMM SSI ONER del VALLE: \What do you say to the
person who tells you I'm |l ooking at nmy bill and on
the energy side is |ow conpared to the distribution

costs and other costs, the fixed costs, taxes, et
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cetera? And so if I'mgoing to control the energy

side, I'"mnot going to see much of a difference in
my bill.
MS. EVENS: | think that's certainly an inportant

guestion to ask, and I think we need to | ook at
policy from-- and | ook at distribution versus
supply costs and think about what kind of policies
we want to | ook at in the state in order to control
that, but there's certainly a lot still to be done.
And if you | ook at the numbers again
in Chicago and in Cook County, our energy
consunption is probably twice what it needs to be,
so there's a huge amount of improvenment that we can
make both on the gas side and on the electric side.
Again, it's going to vary, you know,
| ow-income famlies are not -- are diverse, just
like famlies are diverse, and |low-income famlies,
maybe you may have a |large nmultigenerational famly
living in a big house with big energy consunption or
you m ght have a senior living on their own who
woul d have smal |l er consunption and much | ess

opportunity.
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COVMM SSI ONER del VALLE: But it's more so on the
electric side than the gas side.

MS. EVENS: Yes.

COVMM SSI ONER del VALLE: On the electric side, |
think it's significant.

MS. EVENS: Yes.

To give, you a sense of how energy
consumption varies across income groups, to give you
a sense of what the potential is for energy
efficiency, this chart that you can't see very well
conmpares medi an electricity consunption and medi an
gas consunmpti on among single-fam |y homeowners that
are upper income and |ow income, and one of the
things that we see is that if you |look at in an
absol ute basis, upper income famlies do consume on
average a little bit nore, 8700 kwh per year,
compared to | ower income famlies, which was 81,
8200 kwh, just a little bit nore. But when you
t hi nk about it froma square footage basis,
low- income famlies are using al mpst 12 percent
more electricity than upper-inconme famlies.

On the gas side, we see that
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upper-inconme famlies are actually using less in
absol utes on average, 1300 therns annually, conpared
to lowincome famlies, which are 1400 therms, and

t hen, again, when you |look at it on a per square

f oot age basis |l ow-income famlies are using

32 percent nore.

So getting back to Conm ssioner
Rosal es' question about what happens when we are
rehabbi ng homes in upper-income communities and
energy efficiency is incorporated into these rehabs
and energy efficiency does work and people are
accessing energy efficiency, what we see is on the
upper-income spectrum energy consunption is actually
goi ng down, but on the |ower-income spectrum we're
not yet seeing those gains in energy efficiency,
and, you know, that's not -- if you think about it,
that's not surprising.

Agai n, where upper-income famlies are
more likely to be living in homes that have recently
been rehabbed or built since the energy codes were
in place, they're more likely to have upgraded

equi pment. They're nmore likely to have upgraded
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appliances, or refrigerators, et cetera.
COWMM SSI ONER ROSALES: And the famly size is
smal | er.
MS. EVENS: Coul d be. | mean, again, | think
there's no -- | think we have to be broad in our
t hi nki ng when we are thinking about famlies.

You know, | think for many years
people just kind of assumed that |ow-income famlies
woul d use | ess energy because their incomes are
constrai ned and so they would just use | ess, but
t hen when you think about a low-income famly that
has a high occupancy and people are working multiple
shifts and so they're using energy throughout the
day as opposed to maybe having a sort of 9-to-5
schedul e where you are not home npst of the day and
usi ng energy, | think upper-income famlies you will
see probably a big spectrum but they may have some
smal | er household size as well as you pointed out.

So now we are tal king about energy use
in nmultifamly housing. Again, we are seeing the
same trend here, because we just have the gas data,

but we are seeing the same trend where | ower
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mul tifam |y buildings and | ower income census tracts
are using 15 percent nore gas as conpared to
upper-income multifamly buildings. Most |ikely
it's the same sort of trends, upper-income buil dings
more |likely to have been recently rehabbed with
newer equi pment, et cetera.

We like to |l ook at this on the
electric side as well as a little more conpli cat ed,
because, of course, we aggregate multiple accounts
in the multi-facet famly sector, but this is -- so
we see again the same trend we saw in single famly
you see in nmultifamly, which I think goes to the
opportunity when for energy savings that we can be
encountered in this sector.

"' m going to quickly go through

barriers -- |1 think I'm going over ny time, and
apol ogi ze. These will be -- we have experts today
that will be tal king about the barriers to energy

efficiency and affordabl e housi ng. Fi nanci ng these
i mprovements is very difficult.
Oftentimes, we are dealing with

different mai ntenance issues, insulation, roof
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| eaki ng, for example. You have got the ever fanous
or infamous split incentive issue where | andl ords
may be paying for inprovements and then the tenants
may be seeing nore |ower bills and how do you sort
of manage that, or are you seeing that to be | ess of
an issue. | think through education everyone can
see that again in a state where we have so many

fam lies that are rent-burdened it's really
essential to control those energy costs, even if the
tenant is bearing those costs, got conplex |andscape
of affordable housing owners | think they have a
variety of abilities and assets, and then | think
there's the ongoing information gap where buil ding
owners don't know what's out there and they don't
know how to access that.

So |'"mgoing to stop here and take any
more questions, but | would like to end by saying |
hope we all see the huge opportunity for this
sector, the inportance of preserving our affordable
housi ng stock, the inmportance of controlling these
costs, and just the sheer size of the popul ation, as

wel |l as the energy savings opportunities | think
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creates a huge opportunity, and |I'mexcited to see
us | ooking at new ways to address this sector.

CHAI RMAN SHEAHAN:  Thank you, Anne. Any
Questions? Comm ssioner del Valle.

COWMM SSI ONER del VALLE: That | ast point on
various strategies of utilities to navigate nultiple
programs, | think is a major, major issue. You |look
at the materials that are sent out by the utilities
about the products and steps you can take, they're
not easy reading.

There's a lots of folks that just
don't understand. Of course, when they don't
understand fully, then they just set it aside, and
so | would Ilike to hear nore about how you are going
to tackle that, because it's conplicated.

MS. EVENS: Yes, | entirely agree. | think that
energy is conmplicated and messy. W are in a
deregul ated state. It's confusing already, and then
energy efficiency is conplicated.

| think, you know, if you ask the
aver age person, nost people don't have a good

under st andi ng of how they use energy in their own
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homes, and then there's a | ot

of different messages

out there, and | think that what has been -- |'m

sure our panelists today wll

talk to this, but what

has been proven to be successful again and again,

you need | ocal trusted fol ks

to be carrying that

message and there needs to be a resource to help

peopl e navigate through the complexity that's out

t here. That's been a proven

successful method.

CHAI RMAN SHEAHAN: Thank you. That's a terrific

presentation and sort of sets the table for the

three panels that will follow

t hanki ng Anne.

(Appl ause.)

The clock in the back of the roomis

about five m nutes fast. [t

t wo. Let's take a five-m nut

S just about a quarter

e break and we wil |

come back in five mnutes, so 10 to 2. Thank you.

(Wher eupon, a break

was t

aken.)

So please join me in

| would |like to thank Anne Evens again

for providing an overvi ew of

mul tifam |y housing stock.

the affordabl e
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To commmence our discussion on current

utility programs and best practices and program
design, we will begin the conversation by hearing
fromour Illinois utilities and the Departnment of

Commer ce and Econom ¢ Opportunity Programs rel ated
to energy efficiency and affordable housing, and
di scussion by national experts sharing problematic
best practices from across the country will follow.

| would like to introduce our
moder at or for Panel 2, my Legal and Policy
Assi stant, Elizabeth MErl ean.

(Appl ause.)

MS. McERLEAN: Thank you, Chairman, and thank you
again for all our panelists. As our Chairman
stated, nmy nanme is Elizabeth MErlean, and 1'll be
our noderator.

The scope of our discussion will be to
provi de an overview of current utility programs and
best practices in program design.

First, we will be hearing from Molly
Lunn, the Executive Director for Energy and

Recycling at the Department of Commerce & Econom c
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Opportunity. Mol ly will be discussing the state's
role in furthering energy efficiency and affordable
housi ng.

Foll owing Molly, we will be hearing
from Karen Lusson, who is the Assistant Bureau Chi ef
in the Public Utility Bureau of the Attorney
General's Office, then we'll be hearing fromthe
following utility representatives who will each
di scuss one aspect of the programrelated to energy
efficiency and affordable housing: From Ameren,
Keith Martin, Director of Energy Efficiency, and he
wi || be discussing single energy prograns; George
Mal ek, Director to Energy Efficiency Services at
ConmEd will be talking about nultifamly prograns;
from Nicor, JimJerozal, who is the Managi ng
Director of Energy Efficiency will be discussing
education and energy efficiency kits; and Patrick
M chal ki ewi cz, Manager of Energy Efficiency and
Maj or Accounts at Peoples Gas and he will be talking
about outreach and community events.

Lastly, we will be hearing from our

nati onal experts on problematic best practices. W
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have Dan York and Sandy Fazeli.

Dan is a fellow with the American
Council for Energy-Efficient Economy where he
conducts research on energy efficiency policies and
programs serving utility customers.

For the past several years, Dan has
hel ped | ead ACEEE's multifam |y programinitiatives
which seeks to increase the number of prograns
providing energy efficiency services to multifamly
owners and residents.

Lastly, we have Sandy Frazeli, Senior
Program Director at the National Association of
State Energy Officials. She | eads NASEO s efforts
to track and el evate best practices anong state
energy efficiency and renewabl e energy finance
programs, including policies and initiatives
addressing affordable multifam |y housing
i nvest ments.

Prior to NASEO, she worked at the
Col orado Energy Office, the Rocky Mountain Institute
and the Alliance to Save Energy.

Pl ease join me in welcom ng our
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panel i sts.
(Appl ause.)

MS. LUNN: Thank you, everyone, and |'m just
going to set the timer here, because | know we have
a lot to get through today and hopefully if I'm
going over time, you'll need one of these.

Again, I'm Molly Lunn, 1'mthe Deputy
Director for Energy and Design at the Departnment of
Commerce & Econom c Opportunity, and |I want to thank
the chairman and the Conmm ssion for putting together
this fantastic panel and session here today.

| also want to thank Anne for team ng
up the | andscape here in Illinois so well. As Anne
laid out, there is really a tremendous opportunity
for energy efficiency in the affordable housing
mar ket here in Illinois, and we believe the state as
partners have very effectively begun to wal k that
potential, but there is such a significant market
that there's still a clear need to expand those
efforts, so I'mgoing to talk a little bit about the
safety progranms, and what we have to offer and where

we think we have the opportunity to go in the

40



10

11

12

13

14

15

16

17

18

19

20

21

22

future,so here we go.

So very briefly, just to set the
stage -- sonehow |life grows on conpost -- the
Department of Commerce had an opportunity to handl e
different offices. Again, | manage the Office of
Energy & Recycling and we focus on a range of
di fferent clean energy and recycling prograns and
policy initiatives, but a |lot of our work is really
focused on energy efficiency and in particular the
adm ni stration of energy efficiency portfolio
st andar ds.

That said, we partner with offices
t hroughout the department, such as the Office of
Energy Assistance, the Office of Public Community
Devel opnment, and the Office of Urban Assistance. W
al so offer programs that can help inprove the energy
efficiency of affordable housing, and, in
particular, the Office of Energy Assistance we have
a program which you m ght be famliar with, the
Weat heri zati on Assi stance Programs, and we work very
closely with them

OCkay. So this is pretty famliar,
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this little diagram in terms of how that energy
efficiency portfolio standards work, but for those
of you who aren't as famliar with these funding,

t he department receives 25 percent of the state's

el ectric and gas funds for energy efficiency, but
truthfully the law is pretty general about how those
dol I ars should be spent. It does say that we are to
hel p serve part of the public sector and we have in
the | ast several plans served the entire public
sector market, and through agreement with the
utilities and with the Comm ssion over the | ast

t hree plans, we have also been designated to
adm ni ster | owincome prograns and we also offer a
variety of market transformation prograns.

The utility serves businesses,
non-profits, and also residential customers, and, of
course, those residential programs can touch | ow and
| ow- moderate i ncome homeowners, and so we will be
talking a little bit about that |ater on, but the
programs that are specifically targeting |owincome
homeowners are adm ni stered by the departnment.

So this is alittle hard to read, but
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| have included this somewhat |oftly | anguage up
here just to denmonstrate how sort of very general
and vague the statute is in ternms of |ow incone.

So the statute requires utilities to
coordinate with the departnment to present energy
efficiency renters proportionate to the share of
total utility revenues from households with inconmes
out of the |ow 150 percent of the poverty |level but
programs can be targeted at households with incomes
at or |l ow 80 percent of the earning community.

Anne tal ked about this a little bit,
but that's sort of two different buckets. One
hundred and fifty percent of poverty |level makes up
a certain portion of the Illinois market, but 80
percent of the median income is nmuch nmuch greater,
about twi ce the amount of households in Illinois.

There's nowhere in the | aw that says
t hat an apartment should specifically be the only
i mpl ementer of | ow-income prograns, but it has been
desi gnated the inplenmenter for several reasons.

First, we have been offering

| ow-i ncome progranms. The department has been
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writing programs focused on efficiency and

af f ordabl e housi ng programs for over 25 years. W
can | everage existing prograns and partners and have
a proven track record and are really well known in

| ow-i ncome comunities, so this is something that
agai n was brought up in the |ast panel. It's

i mportant to work with trusted partners and we can
al so design prograns that conplement and don't
duplicate efforts of other offices within the
departnment that are offering.

And then, finally, we are the only
entity that can offer statew de integrated gas and
el ectric programs which |eads to more efficient use
of ratepayer dollars and also provide consistently
and clarity for custoners.

So, again, to the point that was
brought up in the last panel, it can be extrenmely
confusing for any homeowner, but particularly for
| ow-i ncome owners, what they're able to access. | t
is different for every single utility territory.

So, again, Anne went into this in sone

detail, and | believe Karen will talk about this a
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little bit nore in her presentation, but just very
briefly, for each plan we take a | ook at the market
and what the |ow-income househol ds represent, and
for our |ast plan, the's plan that we are currently
operating, Plan 3, the department identified over a
hundred -- over a mllion homeowners in Illinois who
are at or below 150 percent of the poverty |evel.
That was up from our previous plan, and we expect

t hat the next plan those nunbers will be higher as
wel |, and, again, that's conmpared to al nost twi ce

t hat number for househol ds at or bel ow 80 percent
AM . So our budget is set at 150 percent as a
whol e, but we can serve twi ce as many customers, SO
that is an inherent challenge right away.

Utility customers make up a slightly
smal |l er portion of that 150 percent nunmber, but it's
still a very significant portion, and we then set
our budget based on the shared revenue paid by
| ow-i ncome customers and that varies by utility
territory.

So on the right you see this is from

Plan 3 the percentage of househol ds by each utility

45



10

11

12

13

14

15

16

17

18

19

20

21

22

territory and then how that corresponds to the
percent age of our budget by utility territory that
are dedicated to | ow-income homeowners.

So the bottomline is for where we are

now in our Plan 3. Over the three years we'll be
spendi ng over $55 mllion on | ow-income prograns.
That's 24 percent of our total -- the department's

total budget, but just 6 percent of the total used
portfolio.

We offer three main programs, the
Resi dential Retrofit Program Affordable Housing and
New Construction Program and the Public Housing
Program and al though the budget represents
24 percent of our total budget, the percentage is
much smaller. That's what that 10 percent and 18
percent represent, and that's because the | evel of
incentives required for |owincome progranms is much
hi gher than, for exanple, the |level of incentives
for public sector programs.

That said, overall in our |ast
eval uation that was conmpleted for program year six

our overall total cost-effectiveness was at a point
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94, so alnmpst at cost-effective al most at one, and
we can prove that energy benefit were over one.

So by law, we don't to have meet that
one threshold, but we are striving to do so, and we
t hi nk our programs are doing very well in ternms of
cost-effectiveness, although we think there's room
for inmprovement and we are working to make them nore
effective and cost-effective in this current cycle.

Finally, I will go into a little nore
detail about the specific programs in a m nute, but
overall sort of the guiding principles we use are
conprehensive building system prograns.

It's important when you get into these
homes to do really as much as you can. | f you do
just light bulbs and | ow-flow shower heads, that's
great, but the opportunities are nuch greater than
t hat and, you know, the chance that you have to go
back there is not high, so you want to do as much as
you can when you are there, and then, in addition,
as | mentioned before, we believe that we are
working with trusted partners in communities is

critical.
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Okay.

So a little bit about this specific
program Residential retrofit is where we work in
exi sting housing. This is an existing single-famly
and multifam |y homes both that's subsidized markets
and unsubsi di zed markets we tal ked about with Anne.

Again, we are partnering with trusted
community partners, so we use various inmplenmenters
each year but our strongest and nmost reliable
partners over the |ast several years have been
El evate Energy, you heard from this morning; Chicago
Bungal ow Associ ation, who's here today; and the
Department of Office of Energy Assistance and
Weat heri zati on Assi stance Program

We identify the measures that are
eligible and we set the incentive |levels and then we
provide funding to the inplementers who determ ne
what makes up the metrics that's going to inmplenment
t he homes.

This programis very cost-effective.
It's our nmost cost-effective |low-income program and

we have extremely high levels of customer
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satisfaction.

Af f or dabl e Housi ng and New
Construction is again focused on new construction as
wel | as gut rehabs, and this is both nultifamly and
single famly. We inplenment this programdirectly,
but we have a | ot of technical support from Donus
Pl us, who have been working with us on this for over
20 years. We provide funding directly to non-profit
and for-profit devel opers, who |I think you will hear
from|later today, and these are devel opers who
typically also work very closely with |IDOT

The focus is on standards, so we don't
of fer funding for specific measures but rather for
| evel s of performance in building systens.

And then, finally, the public housing
program  This focuses on the state's 99 public
housi ng authorities that have throughout the state
mul tifam |y duplexes and facilities, and the
University of Illinois' Efficient Living Program was
al so here today is our inmplenmenter for that.

We identify and inmpl ement measures

across the board simlar to our other prograns, but
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funds are awarded directly to the grantees and then
t hose grantees can | everage additional funding from
organi zations such as SESCOs.
This program again is very popul ar.
It was awarded in 2015 --
(I'nterruption.)
-- inspiring efficiency impact or from MEA and we
serve over half PHAs in the state.
So where are we going? Again, the
departnent, as well as all the utilities will be --
(I'nterruption.)
Okay. We will take a little break.
(A brief pause.)
Now we are back. So we are back with
Pl an 4. So these are the plans that the departnment
and the other program adm nistrators will be
submtting in the fall and we have already begun a
real robust conversation with our Stakehol der
Advi sory Group about the plans overall and, in
particul ar, about |ow and | ow- nmoderate income
programs and how we can increase the inmpact of these

funds for these custonmers.
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So the department specifically has
been reviewi ng our best practice reports from fol ks
| i ke ACEEE and El evate that you will be hearing from
| ater, as well as collecting feedback from our
i mpl ementers, customers, |DOT, and the Lawrence
Ber kel ey Nati onal Lab.

We are | ooking at adjustments to our
exi sting programs and potentially adding some new
offerings, but ultimately the goal is we do want to
maxi m ze the cost-effectiveness of the programs so
t hat we can reach the | arger popul ation.

So, again, we don't have to reach that
one threshold for |low-income programs but in order
to reach as many customers as we can, we do want to
try to do as much as we can to make sure we are
effectively using the doll ars.

We al so intend to support nore
education in marketing and outreach for |ow-income
customers. That's something we haven't typically
done as nuch, but, as it's been brought up, can be a
chal | enge, particularly we have been tal king again

in the stakehol der group about ways to better
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coordinate things |ike marketing, potentially
setting up a website that would be sort of a
one-stop shop for low-income customers so that they
could know where to go dependi ng on where they live,
and then some of the stakehol ders have identified,
and we agree, that we should probably do better
tracking specifically for multifamlies, so that's
sonmething that we intend to do in the next plan.

Finally, although we do anticipate
increasing our own spin in the |ow-income sector
based on increasing the |ow-income popul ation, a
dramatic increase, which is why a | ot of
st akehol ders, and we agree, and then it's going to
be very difficult for the departnment to do al one
because of the need for us also to serve the public
sector, so we welcome a coordinated investment from
the utilities.

In terms of where we think the best

opportunities are, we don't really think there's a

silver bullet. It's not some easy segment of the
mar ket and say, okay, utilities will take
| ow- moderate i ncome and we will take very | ow
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i ncone. It's not that clearcut. When you are in a
home, you don't want to turn people away and say
actually never mnd someone else is going to dea
with you.

So the main things that we suggested
so far are that, first of all, all of our prograns
have been oversubscribed, so in the |ast program
year every program we had had nore demand than we
could possibly meet, so, in particular, we are very
short on gas doll ars.

That being the case, we encourage the
utilities to invest in existing | ow and nmoderate
programs and in existing |ow and moder ate
i mpl ementers, and, in fact, it's so important to
work with people who are community partners, and we
think that's critical

If the utilities do feel like they
need to develop their own prograns or their own
i mpl ementers, it's going to be really critical for
us to have close coordination to avoid duplication
and confusion of customers.

And, finally, we do need to bal ance
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t hese goals of maxim zing cost-effectiveness with

filling a need. As | said, when you are in a hone,

you really want to do as much as you can so that you

are not just skimm ng the cream off of these

projects; on the other hand, we do need to make sure

that we are reaching as many customers as we can, SO

that's a challenge, but utilities have been very
receptive to this and we have had very positive
conversations with them W are, of course, early
in the process, but we are optim stic about the
potential for expanding affordable housing and
better energy efficiency in the next plan.

And t hank you again for inviting nme
here and giving me the opportunity, and I'l|l answer

any questions.

MS. McERLEAN: Just in time. | think we should
just save the questions until the end if there's
time.

So with that, Karen Lusson.
MS. LUSSON: Thank you, Elizabeth.
Let me first thank the Chairmn and

all the Comm ssioners for holding this policy
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session and inviting us to participate.

As you know, the Public Utility Bureau
of the Attorney General's Office represents
rat epayers in proceedi ngs before the Conm ssion,
but, in addition, we are very active menmbers of the
St akehol der Advi sory Group, which we think is a
terrific organization that really brings together
utility programs and DCEO program managers and we
have had very critical discussions over the years
and so we want to keep these kinds of conversations
goi ng.

We think this is an inmportant topic
not only because there's a desperate need for
i ncreasing investments in energy efficiency, in
af fordabl e housing, as both Anne and Molly have
hi ghl i ghted, but also as a matter of equity.

Low i ncome and | ow-nmoderate i ncome
customers pay for the utility-sponsored,
DCEO- sponsored energy efficiency prograns, and we
want to make sure that those customers don't get
| eft behind in sharing the very real benefits of

energy efficiency.
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So with that being said, | want to
plunge into a very brief discussion, which Mlly
al ready has highlighted, about what the Public
Utility Act states about energy efficiency and
| ow-i ncome investments in energy efficiency.

First, it states that the utilities

have to coordinate the allocation of avail abl e funds

and markets served with these DCEOs to i nsure that

their portfolios are proportionate with the share of

total annual utility revenues in Illinois from
househol ds at or bel ow 150 percent of the poverty
| evel .

So | think the key inmportant word in
t hat statute are the concept of coordinating and
insuring that this popul ation gets served. How do
we target that population? Again, as the other
speakers have mentioned, it is directed at
popul ati ons at or bel ow 80 percent of poverty |evel
of 150.

Ot her relevant statutory provisions,
in the electric provision it talks about energy

efficiency measures reducing delivery |oad, so we
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all know good things that happen when delivery | oad
is reduced, it goes without saying, and then
particularly in the gas efficiency statute, it sort
of highlights the fact that the General Assenmbly has
i ndi cated that one of the goals of investment in
energy efficiency is to reduce both the direct and
indirect costs to customers. So stated anot her way,
|l et's save people money on their energy bills.

The other relevant statutory
| anguage, which for purposes of this discussion is
their requirement that utilities as they prepare
their plans take into account the unique
circumstances of their respective territories, and,
as we'll see, and as Molly and Anne highli ghted,
that's an inmportant factor when you are planning
your budgets for investment.

So how great is the need in Illinois
for low income and | ow-noderate income directed at
energy efficiency? |It's great, as we already heard.

This year we unfortunately don't have
t he percentage of the income paynment plan that's

ot herwi se none as the PIPP due to the budget crisis.
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That's a huge |l oss for customers who were on that.
As you know, PIPP enables customers to qualify to
pay up to 6 percent of their monthly income towards
their energy bills.

It's estimated that on average nost
customers pay -- non-low income customers pay about
6 percent of their monthly income to energy, but if
you are low income, that nunber increases to about
30 percent of estimated monthly income, so PIPP is a
very val uabl e program for customers who participate.

COMM SSI ONER Mc CABE: Can you just -- what's the
usual size of the PIPP program and how many people
does it serve?

MS. LUSSON: The PIPP program serves, | think
appropriately, a little over 59,000 customers in the
state -- and | have a slide later on that -- |
believe Il ess than 5 percent of the |low-inconme
popul ati on of the state, so | think that's the
correct nunber. It's a smal|l percentage and, that's
hi ghl i ghted here, again the incredi ble need for
additional investment in |low income and | ow-noderate

i ncome energy efficiency.
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CHAI RMAN SHEAHAN: \What's a typical budget, the
annual budget ?

MS. LUSSON: The income or the budget?

CHAI RMAN SHEAHAN: The budget itself.

MS. LUSSON: ' m sorry. | don't know that. "]
find that out.

So the other occurrences that have
i mpacted | ow-income customers here in the state,
LI HEAP fundi ng was del ayed by a nonth because of the
budget crisis, and, as Mol ly expl ained, of course,
DCEO s ability to i nmplement prograns has been
i mpacted, and so the ability to pay vendors is
non-exi stent at the moment as a result of the
i npasse, and, of course, the cuts in this situation
t hat bothers me the physical program strain | ow
income, |ow-noderate income budgets.
Agai n, tal king about the need, | want

to highlight an econom st by the name of Roger
Col t on. He's nationally-known, at |east in the
rat epayer advocacy conmmunity. He's an econom st who
studi ed what's called the "Energy Affordability

Gap," and each year he publishes a study and updates
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it by state across the country. He's indicated in

his study that -- he identifies the size of the

popul ati on as staggering, and you can see the

nunmber s

t here.

"1l quickly go through these, because

Anne already highlighted that. That was the chart

showi ng

the federal inconme poverty level, and this

is the percent of |ow-income customers by utility

territory.

This is an inportant chart | think

because it gives you an idea of what kind of -- the
size of the population within each utility service
territory. | highlight this again because

80 percent of the area median income, that's the

nunmber

t hat the General Assenbly identifies as the

basis for how you track | ow-income programs, and

it's worth pointing out, and | think Anne has

al r eady
Chi cago
per cent
anot her

of what

poi nted out, that |ooking at the City of
Peoples Gas territory, we are near 50

there, so it's a staggering nunber. That's
exampl e. Anne has already gone through that

80 percent of AM represents.
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Now Mol ly's slide indicates | ow-inconme

spending is about 6 percent of the portfolio. This
is a slide that was obtained recently, so it's
somewhere around 6 to 7 percent of the energy
efficiency pie, and, again, given those nunbers of
| ow-i ncome customers in the state, | think we have
to recognize that that's just not enough noney to
address the incredible opportunity to invest in
efficiency for this popul ation.

Agai n, tal king about the need, we do
know about energy rates. We have been enjoying
energy supply prices. The prices of utility
delivery service is not going down. Here's some
data from the Comm ssion's own website of recent
i ncreases.

Here, again, the City of Chicago
Peopl es Gas service territory has the highest
mont hly heating customer charges in the state,

hi ghest per therm charge, and we know that the

trajectory for utility prices here is on the upsw ng

because of investment requirements down the road.

Here's some nmore numbers for North
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Shore and then we have in Illinois -- as we know, we

have formula rates for the electric companies, so

each year ComEd will file annual rate adjustment

filings. MWhile there have been years where, because

of the weather and other variables, there's been a
coupl e of decreases overall, the trajectory
i ncreases.

We know, too, that to qualify for
formula rates that the ability to file for rates is
acconmpani ed by a requirement that you invest in the
Smart Grid infrastructures and other reliability
i nfrastructure. So, as the rate base grows again,
the trajectory will probably be going up.

The bottom |line, we believe the
utility's expansion of existing |ow-income
efficiency programs and additional coordinated

| ow-i ncome and | ow- noderate prograns are greatly

needed.

So there's three questions | think
t hat provides recognizing that: \What percentage of
the utility residential portfolio should be

allocated to these custonmers? \What i nplementation
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model s makes sense in order to insure coordination?
What vendor contracting and marketing strategies
should be foll owed?

So there's some good news here. The
di scussions to increase, as Molly mentioned,
| ow-i ncome and | ow and noderate energy efficient
i nvestments have begun in the Stakehol der Advisory
Group's three-year planning process. It began | ast
fall, so we are working toward optim stically a
consensus agreement about this kind of investment in
utilities the next three years' planned filings.

OQur office presented a formal proposal
| ate last fall for utility-sponsored, managed
| ow-i ncome, | ow- noderate inconme programs in addition
to DCEO s investnent, if the need is there
obvi ously.

The utilities, to their credit, people
sitting here on this panel, appear to have enmbraced
t he concept. Next month they will be presenting
more formal proposals on budget amounts, so the
conversation continues, but, again, we think that we

are optimstic in inmplenmentation, and details wll
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be critical so that the utility progranms are

coordi nated with DCEO prograns, and so the issue of
what percentage of the residential portfolio should
be all ocated, again, |ooking at just LIHEAP and PI PP
partici pant nunbers isn't enough.

I n answer to your question,

Comm ssioner, the nunmber of PIPP customers is
estimated to be about 5.4 percent of the Illinois
popul ati on. Again, |'mbringing back this chart to
show utility percentages by service territory of

t hat 80 percent AM figure. That's relevant
criteria when planning budgets.

And ot her considerations that are
i mportant to | ook at again -- and, of course, Anne
hi ghlighted this, as did Molly -- that is exam ning
t he housing stock within the utility service
territory.

Here's some information from a recent
study and that shows in the ConEd and Ameren service
territories the nunmber of public housing, subsidized
af f ordabl e housi ng, and unsubsi di zed affordabl e

housi ng over those various size units, so that's a
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consi deration, and whether or not those are
classified or those accounts are classified as
commercial or residential should inmpact a decision
on investments.

Agai n, what kind of inmplementation
model s, expansion of existing or previously existing
| ow-i ncome DCEO prograns that can be easily
coordinated with utilities. For exanpl e,
| ow-i ncome residential retrofit programs that Molly
has hi ghlighted, these are | ocal vendor partnerships
to achieve deep retrofits in |low-income and
| ow- moderate i ncome housing. They're joint
el ectric, gas progranms.

Ameren, which | know peopl e di scussed,
has a well -regarded program for | ow-to-noderate
income customers that include deep retrofits and
financing, and perhaps there are opportunities for
educati onal prograns coordinated wi th DCEO.

The message that | guess we want to
convey to is let's not reinvent the wheel for
utility progranms, |ow-income and | ow- moder ate

prograns. Look at utilizing |ocal experienced
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not-for-profits that have been doing this for years,
establish trust in these conmmunities, and, again, we
don't want to create any kind of confusion for DCEOs
play very inportant role in this market.

Again, | highlight the need to invest
in deeper long Iife savings for retrofits, and then
there are some unnecessary barriers that | think
ot her panelists will be discussing, although I'm not
an expert on, but there are discrepancies for
qualifications of OBF | oans that the utilities can
i nsure what they knew to insure their OBF packages
include all of the measures that they provide
incentives for, and then it's really inmportant |
think that utilities meet regularly with DCEO and
ot her mar ket players to increase housing.

One final thought, this is fromthe
Nati onal Housing Trust, this echos what Anne has
stated earlier that energy is a significant expense
i n mai ntaining affordabl e housing.

So I'll close with that. Thank you
very much for allowing me to participate.

MR. MARTIN: All right. Well, thank you
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for the opportunity to speak today. W have heard
some great and very informative statistics that
really characterize the affordable housi ng market.
| would like to add two statistics to what we have
heard today.

The first is that 25 percent of

the single-famly homes have a market value |ess

t han a hundred thousand. The second statistic, the

research that Ameren has conpleted just this past

owner -occupi ed homes these survey respondents

categorize thenmselves as | ow i ncome. | can't say

year, indicates that 25 percent of the single-famly

that they define thenmselves as low income the way we

define them as | ow income, but they certainly see
themselves in a difficult situation in having
troubl e managing their energy bills.

COMM SSI ONER ROSALES: | have a quick question.
Your numbers are from Ameren or from the State of
I11inois?

MR. MARTIN: The first nunmber is the State of

I1linois; the second number is for Ameren.

So let me take just a mnute and talk
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about the utility's Single-Fam|ly Assessnment
Program  We have various names for it, the Home
Efficiency Program or Assessment Program  This
program basically has two parts.

The first is an in-person visit to the
home with direct install measures. It starts with a
phone call from the homeowner. The assessment wil
| ast anywhere from one to three hours. We install
CFLs, faucet aerators, |low-flow shower heads,

t hermostats, and then, nore inmportantly, | believe,
al t hough that direct savings is significant and does
provide instant savings, we |eave behind an
assessnent of the home and a plan that allows that
customer to |l ook nore long term at the changes they
can make in their hone.

I n nmost situations, this assessment is
at no charge to the homeowners, so they are
receiving a value with the direct install measures,
and then also they have a plan that they can explore
over the next month or perhaps even years.

So we have talked a little bit about

trying -- when we go into a honme, we want to do as
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much as possible and we want to put in place a
| ong-term plan. This is what this single-famly
programis really all about. It's trying to get
retrofits addressing the insulation, air sealing,
heati ng and cooling equipment, thernmostats, whether
they be the smart thernmostats or programmbl e
t hermostats, and certainly an upgrade to the | atest
lighting, nost efficient lighting, also the | ocal
aerators, save on hot water costs which transl ates
into |l ower bill savings, so these are a fairly
conprehensive stream of measures. Again, initially
there's a direct install, and then there's
opportunities for foll ow up.

So just to share some of the savings
t o-date and kind of where we are at today with
programs, we kind of collected these statistics
across the utilities. Our programs vary a little
bit fromutility to utility, so I'll provide some
round nunbers.

The progranms have been running for
about three-to-four years. To-date, we have a

budget of somewhere around 50 m |l lion, although we
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compl et ed about 50, 000 audits. The direct install
measures include 500,000 CFLs, 75,000 efficient
aerators, 50,000 shower heads, 15,000 programmabl e
or smart thernostats.

| also need to point out that about
30 percent of this work has been conpleted in the
most recent year, so these programs have increased
in size and scope over the past three or four years.

It's a little difficult to capture the
maj or measures, such as insulations that are
attributable to this program Some of these
measures are not installed for maybe weeks, nmonths,
and perhaps even years after the initial audit, but
we know there's at | east 15,000 projects related to
air sealing, and, again, air sealing is a variety of
t hi ngs. It's air sealing around trimjoists,
soffits, cam lights, chimeys, w ndows and doors.

There's been approximtely or at | east
20,000 wall to sealing insulation projects, 15,000
efficient furnaces, and 30,000 efficient air
conditioners, so there is sone progress.

| know we have seen very significant
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nunmbers in total

potential and the prograns do

continue to grow and continue to make a difference.

programthat's a little unique.

As Karen nmentioned, Ameren runs a

we have been doing now for two or three years. W

actually run two efficiency -- home efficiency

programs,

two assessnments. One is for traditional

i ncome househol ds. The other is for househol ds

whose i ncome is

at 300 percent of poverty or |ower.

The rebates are much higher for this particular

program

tr adi

We al so bundles in On-Bill Financing.

We also do a little bit beyond the

tional progranms in a more conprehensive audit

along with a nmore conprehensive plan and then

assistance with the homeowner to really find the

contractor that

It's somet hing that

participates in the program and help

compl ete the work

this

$8 m

year .

t hat

We continue to grow that program At

poi nt we have had a budget of about

[ 1ion. We

are doi ng about a thousand homes a

The bi ggest challenge is finding contractors

woul d treat

the home as a whole system
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There's a | ot of HVAC contractors. There's a |ot of
i nsul ation contractors. Bringing these two skills
together to really | ook at the home in total has
been a little bit of a challenge.

We do have somewhere in the
nei ghbor hood about 80 contractors now participating
in that program So | will stop there and pass it
on to George.

MR. MALEK: Okay. Thank you, M. Chair man.

Thank you, Comm ssioners. | have been privileged to
be part of the portfolio standards since the start
of this, so Il've really seen a |ot of good done
here, but | have no doubt in my mnd that there's
more to be done and | have no doubt in my mnd that
we will be getting nore inmpact from our prograns.

| think, as Karen started to describe
alittle bit of the process of the SAG and how wel |
that's going, and then underneath that the process
of the utility's coordinating has al so been very,
very exciting, because, as you have seen before with
some of what Anne has put up, the need is

conprehensi ve. It not just one type of fuel and
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energy cost that's a burden on all of it.

The program that |'m going to be
focused on is the multifam |y program and for
Ameren they happen to be a joint utility so they can
cover all that on their own.

I n our service territory we basically
partner with Nicor in providing these and offering
these services in their service territory and then
with Peoples and North Shore to actually take and
complete that offer in their certain territories.

So our prograns are sort of the privately-owned
properties, as Molly described earlier, the public
entity which we have kind of have been staying away
from

Once in awhile we get a request and we
coordi nate and make sure that we're not going to be
stepping on each other's feet, but, for the nmost,
part we serve all the privately-owned properties
regardl ess of income, so the program provides free
assessment, and that is an assessment to the common
areas, the heating system any, | guess, conmmon area

consumption that we need to | ook at.
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It also provides direct install in the
units, so that includes the CFLs, water measures to
save on hot water, programmble thernmostats, and,
obviously, sit down and education with the tenants
and in sonme cases we actually even do the piping.

On the common areas, we do have --
this is where there's a little bit of that
complexity of different prograns being straddl ed,
and that's probably what we'll have to address as we
evolve these programs to make sure that the messages
are understood by those planning the prograns, but
the common areas are typically commercial accounts,
so they kind of fall under the small business or if
they are really large, they're under the | arge CNI
and the units thenmselves are residential, so they
ki nd of straggle different prograns.

For the area where Peoples Gas and
North Shore, any building that has three units and
more qualifies in the Nicor area is five units plus,
all others are served by the single-famly type
progranms that we tal ked about, and those include

condo units and some of the smaller units.
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And, again, we do a lot with common
areas, parking, outdoor lights, and sonme of the
furnace and boilers, so some of the stats so far
from ComED, and then I'll take it statewi de. W
know of 722,000 multifam |y units that are rental

and we have served over 2000 -- 200,000, so that's

about 28 percent of the units have been touched with

the free direct installs and with the measures.

Now, again, this is on top of whatever

has been touched by the public entities, so we have
alittle bit of a potential study that we have done
so we think out of 1.2 million nultifamly
customers, 722,000 rental, the other 500 or so are
probably condos, and so they would be served
el sewhere. Of the 1.2 also mllion nmultifamlies,
827 are associated with five-plus units, so they
woul d have qualified in both areas.

There's al so a DePaul study that
docunments that in Cook 110,000 units are in
50-plus unit buildings. MWth that, | want to
hi ghlight that there's a |ot of scattered smaller

bui | di ngs. It's much easier to get to the 50-plus
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-- 150-plus dealing with a property management
conpany that's serving that market, and, again,

wor d- of -mouth starts to really work effectively and
they do all their units, but we are dealing here
with a |lot of scattered multifamly smaller
buil di ngs which is part of the areas that we are
begi nning to | ook at and have tried to | ook at

coll ectively.

When you go on the Illinois |level
gathering the information fromall the coll eagues,
there were 290,000 units touched with these
programs. Again, when you | ook at the comprehensive
and buil dings that basically got something done in
t heir common areas, that adds up to about 150, 00
units touched. Savi ngs, there's over 200, 000
megawatt - hours and over 21 mllion therns, and we
have spent on this multifam |y program collectively
over $66 mllion.

Chal | enges, as | started to explain,
really the early days we were really rich. W were
getting a |lot of participation, because every

outreach, or |ead, or sales |lead was getting us |lots
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of units, but that dw ndles down, so now you think
about the average cost to get one building that's
smaller is not that nmuch | ess than a bigger one.

So we have to think about how to serve
that market a little bit nore effectively, but the
opportunity is to do the coordi nated outreach.
| think Pat will run through some of the outreach
that we try to do collectively and, again, use those
trusted entities that the communities go through for
t hese types of buil dings.

I n addition, | think for the common
areas we have really seen a fantastic | guess
acceptance by the trade allied community and
contractors who have become ambassadors and ki nd of
representatives for us.

And, lastly, the other opportunities,
again a bunch of multifam |y stakehol ders maybe sone
of them are not as active as we would |like themto
be in the SAG process, but we need to start getting
t hem better engaged in hel ping us steer these types
of progranms, specifically on outreach and having the

mar keti ng plans that resonate with the custonmers.
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So that's it frommy part on

mul tifamly.

MR. JEROZAL: Thank you, Chairman and
Comm ssioners, for the opportunity to speak, and |
amgoing to be talking a little bit about energy
savings tips, and | have a little display for you,
t oo, as we talk.

One of the strategies that all of the
utilities have presented here today include free
energy savings kits of some kind and these are free
to residential customers. You'll see you have in
your hands there an exanple of two different types.

Common across all the prograns is
essentially one basic rule. W try to make sure
t hat each of the househol ds receive one kit so that
we verify to make sure they only get one, but
basically what you are | ooking at is two different
types of kits. We have either a gas-only or a pane
gas and electric type of energy savings kit.

A typical gas kit would include
something like a |l ow-fl ow shower head, aerators for

kitchen sinks. It will include maybe or furnish
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insulation instructions and other materials that we
provide for our custoners, and then the joint Kkits
with gas and electric, the CFL Iight bulbs. There
may be three or four types of |ight bulbs that are
out there. They're different wattage.

The ot her type of programthat we --

CHAI RMAN SHEAHAN: Jim when will the CFLs get
replaced by LEDs in this case?

MR. JEROZAL: That's a good question, maybe our
electric can answer that right now. The CFL is
what's included in the kit. | know that some of the
el ectrics have been thinking about creating a kit
t hat includes LED, but right now we --

MR. MALEK: | guess, in general ternms, it's very
soon, because the market, as of 2017 early on what
happened is that EnergyStar no |longer is going to
| abel CFLs, so it's kind of a doubl e-edge sword, but
it is a great product but it is nore expensive;
however, we are seeing a pretty decent drop in the
cost .

So we are already tal king about how

it's going to impact our plans and change the m x of
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what's in all of our prograns to really al nost
elimnate CFLs. There are certain types that are
very useful to certain specialty items that are
still useful, and, again, the price point is still

t here. So for those who can't afford LEDs, we have
to have something in the market-place that still
have some savings, so it's a balancing act that
we're going through as we follow the time |ine when
t hi ngs are happening in the market.

COMM SSI ONER ROSALES: So, again, when will they
come?

MR. MARTI N: For Ameren, | think June of '17,
which is the beginning of the next three-year plan,
will be an inmportant date where CFLs versus LEDs are
headed and will be an opportunity for stakehol ders
to have them put on the next two-year plan.

So to ne there certainly would be CFLs
bet ween now and then. To what extent the CFLs after
that and in the next plan, | think we are | ooking
for feedback.

MR. JEROZAL: And the other exanple you have

there is an el enmentary education or a school Kkit,
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and the kit that you have there in front of you is a
jointly brand of kit.

Ni cor, North Shore Gas, and ConEd
jointly inplemented a sim |l ar program design to
target a 5th grade classroom

Ameren has a program as well that's
targeted for 8th Grade classroons. Simlar to the
other kits, they include those water savings
features. They include CFL Iight bulbs and al so
some educational materials that would be appropriate
for that classroom so it's currently for the
teachers so teachers can teach energy awareness, and
that includes the whole spectrum of energy use and
savi ngs.

It also includes things |like a
t hermomet er where they can go home and check the
temperature of the water and flow i npact so that you
can do a pretty inmposed test of your flow rate by
putting the device on and it's sort of like a
scientist or some homework that's in the classroom
woul d be great for the kids and the teacher.

They go home with their parents and do these sorts
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of experinments, bring the data back to the classroom
where we send that classroom maybe a m ni grant. | t
woul d be a hundred dollar grant for the classroomto
conpil e data and col |l ect data. It's been a really
exciting and interesting program W have had a | ot
of participation.

I n general, when you | ook at the
| andscape of these types of kits that we offer,
roughly over the |ast four years or the last three
years and going through the next year's plan,
roughly 85,000 kits a year have been depl oyed and
about 340,000 kits over that tinme period, and they
have been quite successful

How t hey work is basically the
customer uses |l ess hot water by putting these flow
devices on which means that they won't use as much
gas obviously, or tap water.

In the case of electricity, lighting
the home with CFLs, and lighting obviously saves
kil owatt-hours and there is significant water
savi ngs, because we cal cul ate that maybe over this

span of 340,000 kits we collectively save 1.2
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billion gallons of water a year, so it's quite
significant. All those nunbers start addi ng up.

| think one of the things to keep in
m nd here is that, because of the sinplicity of such
a kick-off plan, it's quite direct and easy of us,
if I can say, to target a kit to key stakehol ders
and key groups is a good opportunity to engage the
customers that m ght be needi ng assi stance.

LI HEAP centers or energy outreach
i ncome assistance, these are all great events that
utilities have targeted and continue to target those
that are nost in need of those kits.

| know Nicor Gas use Meals on \Wheels
events where we went through and gave the kits to
customers for free, and then we had arranged for a
vol unteer group to go behind us and actually install
those for customers. We are able to direct mail
t hem

Ameren has a program where they direct
mail kits, especially in a territory |Iike Ameren
where there's such a vast territory that they have

targeted a kit through mail and these school kit
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progranms can be obviously targeted to school
districts or schools where there's maybe an i deal
target audi ence that you are trying to reach with

t hat under-served school district, for exanple.

We have been in discussion, and | echo

the comments from Molly and Karen Lusson about the
cooperative nature of all the utilities and other
st akehol ders have been trying to focus on directing
and targeting the customers most in need.

| think there are opportunities here
to work with DCEO and | everage on both sides to try
and target these to affordable areas and al so
utilities are averaging current assistance outreach
efforts, savings programs, Nicor Gas versus the
Sal vation Army, for exanple, so there are pl aces
where we can use these kits and to reach those
customers that we know are in need.

Just as a point of reference, for
Ni cor Gas, you | ooked at data that we passed out,
the I ow income and nmoderate-income groups that we
have based on basically about income |ess than

50, 000, and from our data we are showi ng that
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29 percent of the kits that we depl oy have gone to
househol ds that are |less than $50,000 in income,
whi ch roughly have been met and | ooked upon in

cat egori es.

We al so found that some of these
customers do need some assistance in deploying the
kits. It's one thing to get the kit, it's another
to actually use the devices, and so through a survey
and follow-up with our customers, we have identified
where some of the customers that m ght be either age
-- say age challenged, because of age, or maybe
because of some physical limtations, need some
addi tional assistance, so we have worked with trade
allies and partners to go behind and follow up with
t hose customers to make sure those devices get
i nstall ed.

The bottom line, kits are great tools
for utilities to meet the needs of all our customers
and it's a good tool that we can use to target
groups like | ow-and-nmoderate incomes. Thank you.

MR. M CHALKI EW CZ: Good norning, everyone. " m

Pat M chal kiewicz with Peoples Gas and North Shore
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Gas, and I also would like to thank the Chairman and
Comm ssioners for hosting this session today.

' m going to speak about the outreach
and community events that utilities participate in
enpl oyi ng energy efficiency progranms, and but, as
Mol Iy and Karen pointed out, there are definitely
more opportunities in low income and nmoderate-inconme
sectors.

| think what you will see when you go
t hrough the text that we participated and the
partners that we have hel ped us work through this
will be a real nice fit as we expand the utility
programs to include more |ow income and
moder ate-i ncome for their portfolio.

For a |l ot of the residential prograns,
the utilities have taken nmore of a
grassroots approach in trying to reach out to
customers and help them understand energy efficiency
progranms that they can have, and by going through
and participating in events, what we are trying to
do is reach those customers where they live, work

and play, and those forms have provided a nore
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meani ngful opportunity to converse with customers
and talk with them one on one on what these prograns
are all about how we can help them

Over the |l ast three years, Peoples Gas
and North Shore Gas have participated in over 400
events and we have achi eved over 6800 customers on
those. On a statewi de |level, the utilities
collectively on the table participated in over 1600
events resulting in over 18,000 customers for our
prograns.

We have even identified those
opportunities by partnering with community groups
and key officials and tal king through some of those
exanmpl es where we are at.

Whil e sonme of the type events that we
have been havong include senior events, resource
fairs, which have great education opportunities
because at resources fairs customers are there to
| earn about resources that can help them

We have participated in health fairs,
housing fairs, back-to-school events, and nore

events. These events have provided opportunities to
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schedul e customers on the spot for program
participation, programs, |ike the Peoples Gas Home
Energy Junp Start Program which is our totally free
direct install program and custoners are ready to
sign that.

We provide themwith the information
t hey need or if they have questions and want to
followup later on, they will know who to contact
and they can make things happen.

So we very actively have sought
partnerships to identify when and where these events
are, and who would be attending, and who the |ikely
audi ence would be to try to optim ze where we go and
have the information prepared to deliver.

So partners have included | ocal
el ected officials, neighborhood housing services,
CUB, CEDA, health service organizations, diverse
Houses of Wbrship, and nei ghborhood councils, and
t hose partnershi ps have provided us access to the
events, access to their newsletters so we can add
information there that goes out to constituents, and

to that we have devel oped many advocates to help
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pronote our energy efficiency prograns.

So the goal of all of those efforts is
to help customers understand what they qualify and
are eligible for in order to maximze their savings.
We enlist participation when we are there. W are
al so encouraging themto share informati on about
energy efficiency opportunities with their
communi ty.

One of the challenges | think that
both Anne and Molly tal ked about with the affordable
housing in particular is that these are typically
rental buildings where the tenants thensel ves don't
necessarily have the meter for direct savings in
order and whether or not to inmplement energy
efficiency measures.

So in nost cases we try to identify
the property owners and engage them and we al so
encourage coments, to talk about problems around
the property manager, to talk about the program

So | mentioned at the very beginning
we recogni ze that there are additional needs in the

| ow-i ncome sector, and we echo the things that Molly
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and Karen said in that regard, so we are commtted
to adding |low income and nmoderate-income progranms in
our next three-year plan for the gas program ' 17,
and we al so recogni ze the coordination with DCEO is
the same to many prograns and to ours.
So, to that end, we initiated
di scussions with DCEO and El evate Energy, with CIC,
with the Bungal ow Association, with the City of
Chi cago, to kick off our planning efforts for the
| ow i ncome and moderate-income prograns that wll be
part of Peoples Gas and North Shore Gas initiatives
movi ng forward. Thank you
MR. YORK: Good nor ni ng. | want to first thank

the Comm ssioners and the organizers for this really
val uabl e day. | think the fact of getting a full
comm ssion devoted to an entire day on such an
i mportant issue speaks really well to the magnitude
of the programs and its inmportance, so | think this
is a great starting point.

| *'m Dan York from the ACEEE, Anmerican
Council for an Energy Efficient Economy, which by

its very nature screans that we are one. We are
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based in Washi ngton, D.C. Our home is in Madison,
W sconsin, but my task today is to review sone best
practices that we found in our work, and this al
stems froma |ot of what we do is advocating

di fferent prograns and policies to advance energy
efficiency.

One area that emerges over the past
several years is just the nultifamly area. You
heard already there's this great need out there, and
as utilities have been pushed to achieve high-energy
savings across their systens for a | ot of good
reasons, the multifamly area was one that seemto
be getting left behind, and you've heard a | ot of
earlier statements on why that's happened, and we
saw that there was clearly a need out there and a
| ot of what we did initially was alnmost simlar to
what's happening right here now.

We have got these different groups
t oget her that all have some stake in the nultifamly
mar ket, but, for whatever reason, you speak
di fferent | anguages. You have got different

priorities. The utilities are interested in energy,

91



10

11

12

13

14

15

16

17

18

19

20

21

22

to finance people, and nmoney flow, and just getting
the right people in the same room The multifamly
market is really complex at times and it takes these
different groups to kind of come together and find
t hose areas of common interest and resources.

So this project was really about
trying to bring multifamly programs up, and how
many customers they're serving, and energy savings,
and just being an important and significant part of
t he energy portfolios for the utilities.

So I'"'mgoing to throw a resource up
there. We docunented a | ot of the best practices,
and some of our partners, Elevate Energy, work with
us on some of our research. W have got a web page
up there that you can go to, and there's not only
our own publication, but a w de variety of other
ones up there. W have got major funding for this
with the MArthur Foundation and some others.

Just kind of quick capping some of
this untapped energy savings, we tend to hold that
to buildings. W' ve heard these problens between

the renter and the property owner who pays the bills
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and who has control of the building systems, and all

that, and then energy efficiency is just one of many

t hi ngs that a building owner and operator faces in
their daily lives and chall enges. There are
buil di ng upgrades of all types, just keeping the
roof from | eaking and keeping an update on the
appearance of the property, the routine maintenance
and just the other costs that are streamng in and
out associated with nultifamly housing.

There's oftentimes financing is
needed, but this is when we find a clear m smatch
someti mes between when a utility want to provide

some kind of financial incentive or rebate for sone

proj ect versus when the people financing the project

need the money, so sonme of those problens have been

wor ked through, but that's just illustrating some of

the chall enges that have existed and there's
uncertainty about the payoff and will these

i nvestnments really deliver the savings you are
telling me, and then there's a lot of confusion
about avail able programs and i ncentives and, you

know, when you are overwhel med, you tend to just
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shut down and turn on the TV or do nothing el se.

So, as part of this project, we have
done research | ooking at those programs recogni zed
for being successful in addressing this market, so
we | ooked at programs across the country, through
peer networks, or whatever, to really identify those
programs, and what | will be showi ng you in the next
three slides here is just | ooking at some of the key
barriers and how the program desi gns have addressed
t hose barriers and those chall enges.

So the capital constraints, you know,

i mproving the property has a cost and you add nore

i nsul ati on, how do you upgrade the steam and heati ng
system whatever it will take, lighting, so there's
capital constraints, so some program services are
designed to help meet and offer the on-bil

financing and offer |ow-cost financing. You want to
serve both |low income, the affordable housing

mar ket, as well as the market rate -- market and the
conventional, and you want to provide nultiple

pat hways for participation; efficiency kits are

great entrants, but going beyond that, getting the
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buil di ng assessments and figuring out |onger term

upgrades, the steam heating systemis about to go,

and then you need a plan for that, and then aligning

the utilities and housing finance |I just mentioned
timng and speaking different | anguages and to get
around that.

For the split incentive, there's a

direct install, rebate, and conprehensive. By doi ng

all that, you kind of meet each part of the puzzle
involved in the nultifamly property, but in direct
install, they're paying their electric bill, the
CFL, whatever it is, it's going to give them some
direct benefit, but the property owner will benefit
fromthe nore conprehensive investnments and
i mprovenents, and then you want to provide measures
t hat are providing some type of incentive where
there is lighting, but then you also want to have
options to go after larger systens and buil di ng
upgrades, and you also want to reward performance.
You don't want to just pay for stuff.
You want to pay for stuff if it comes after

delivering savings so you can structure financi al
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incentives, sonme nore conprehensive retrofits.
Sometimes there's a tier approach if you go deeper
into the building, more comprehensive retrofits at
the incentives |level as well.

Anot her challenge is the limted
capacity of technical expertise, you know the
typical property owner or property manager has just
a mllion things on their to-do Iist on any given
day, and so you are throwing an extra task at them
to go in and deal with energy efficiency, so the
program model, the one-stop shop, and El evate Energy
has been a | eader in devel oping that program model.

So essentially the property owner has
just sort of expressed interest, | want to do
something to ny building, just |ead me down the
gol den path, because | don't know what | want and |
don't know what |'m doing here.

So fromentry into the program to the
foll ow up, monitoring, reporting of, yes, these
i mprovements you made over the |ast two years going
t hrough this have actually made a difference and

here's the evidence right here, that kind of model
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really hel ps bring people in and creates
participation, making things easy through

stream ining income of rebate or incentive. W have
to fill out paperwork, so there's pretty slick ways
to manage those kinds of things, also partnering
with the local nultifamly housing industry.

Again, it's a conmplex market. There's
a | ot of people involved with buil ders and
devel opers, financiers, community. Actually it's
any nunber of groups, but getting, engaging that
group and focusing on output and know edge of the
program and then you are going to get a | ot of good
i nformati on about how these prograns are nost
effective, and al so coordinating the electric and
gas parts of it, because we know that they are
certainly separate heating and electricity
bui | di ngs.

So the coll aborative program nodel --
and I'll wrap this up real quickly. When we | ook
again, who are seated around this room all the
different interests, different groups, and that's

the foundation for what we find for successf ul
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programs, just getting those people that provided by
common ground expertise.

So the utilities they have got the
financial incentives, provides audits and energy
assessnments, a |lot of technical help, possibly
financing, the evaluation, measurenments and
verification of those savings, comunity devel opment
and housi ng organi zations, they're advocates for
residences. They worry about jobs. They can
facilitate the projects. They can offer |everage
and additional financing, sources of capital.

Housi ng finance agencies are inmportant
to this, especially in the affordable housing
mar ket. There's groups involved with design
assi stance and provide their pipeline projects.

We are involved in Massachusetts and
we di scovered that the utility and the state housing
finance agency were physically in the same city
bl ock or or sonmething that they hadn't really talked
to each other about some of the energy efficiencies,
SO just getting them together was a huge step

forward, and then in a nultifamly building -- the
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buil ding i ndustry, the owners and managers they talk
to each other. The contractors move that market.

So if you've got a good program the word of nouth
is a valued proposition there for the buil ding
owners. They'll come to the program It's got to
be there and get their networks.

So we will be working with some people
up in Mnnesota and the housing association up there
just some of their |eaders just came to be part of
this roundtabl e discussion.

As you said, if you have got a good
program out there, our people will help spread the
word and you will get our participation.

So just to wrap up here, going in we
know that there are savings out there in multifamly
bui | di ngs. Looki ng at best practice programs and
for doing all the -- both direct install and
compr ehensi ve, you can get upwards of 30 percent
savings for the buildings. That's significant,
especially for people living on margins and really
straining to neet a |lot of their daily life costs,

and these measures are long lived, and if you go in
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and retrofit a building's heating system that's
going to be inproving the building' s envel ope.

And -- well, anyway, this |ast slide,
just wrapping up to say that doing these neasures,
there's a | ot of other benefits to them There's
not industry backers, as we call them  They're very
bul ky. There's health and safety issues that play
with multifamly housing. There's an inmproved
confort. There's -- the property owner's their
property can be more conpetitive. Some renters and
househol ds are | ooking for the total cost of |iving,
and so knowing that a building is energy efficient
can really help them

So nmore on our best practices. Here's
a report that we published a couple of years ago.
This kind of summaries and captures a | ot of what |
sai d here. So, again, thank you for your time and
attention.

MS. FAZELI : Hi everyone, my name i s Sandy
Fazel i . l"mwi th the National Association of State
Energy Officials. Thank you to the Comm ssion for

havi ng me here. |'m here to talk a little bit about
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the some points about national best practices, but
first I want to provide some quick words about
NASEQ.

We are a national non-profit
association. W serve as a resource for and about
state and territory energy offices. There are 56
total in Illinois, and Molly's office at DCEO is
i nvol ved in our organization, and the state energy
of fices cover a pretty wi de range of prograns and
policies, including energy infrastructure,
generation, transm ssion, distribution issues, as
wel |l as energy, security, resiliency, energy
efficiency in the buildings and industrial sectors,
clean alternative fuel and fuel economy in the
transportation sector, as well as energy efficiency
and renewabl e energy financing.

The way that we found nmultifamly
energy efficiency fits into the state energy offices
work is that there is no wong way to fit into this
work. There's quite a diversity of approaches and
we often don't really refer to best practices. W

| ook really refer to policy options and policy
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| overs, because it shows that the state energy
offices are trying to come at this sector in terns
of what's happening locally on the ground rather
than trying to put a one-size-fits-all approach.

So a lot of our work with the state so
far has been concentrated actually in states unlike
II'linois where there isn't particularly a strong
comm ssion for utility | eadership or energy
efficiency for affordable housing, and so a | ot of
the exam nation of this space and of the policy
| overs and practices that we have been | ooki ng at
t hey have been focused on the policy interventions,
the adm nistrative actions, and financing prograns
t hat m ght be able to help move this space even
outside of a utility driven, ratepayer-driven
cont ext .

So my hope today is that it m ght be
able to highlight some insights for growi ng the pie,
growi ng the energy efficiency pie, |everaging
actions of investment outside of the ratepayer's
sphere that m ght be able to actually help | everage

and expand sonme of the prograns -- the ratepayer
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progranms that were covered today.

So I've structured the remai nder of ny
remar ks around themes and approaches that we are
seeing driving the state energy office involvement
in this market.

The first theme is that a | ot of
states are |l ooking to frame the public purpose that
drives multifamly energy efficiency investments and
it's really turning out to not just be an energy or
a housing issue. In fact, it's very cross-cutting
as we've | earned today, and at the state |evel some
coordi nated i nvestment and action can really help
this market.

So a few of the policy inperatives
that nultifamly energy use really cut across
obviously building and strategic energy use, housing
affordability and preservation, and kind of this
movenment to keep famlies -- lowincome famlies in
the community is where they historically have been
rat her than push them out.

There's also a public health benefit.

There's econom ¢ and conmmunity devel opment and human
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services benefits that arise fromnultifamly
efficiency. There's environmental, and air quality,
and community resilience factors as well, and so
there's actually a few places across the country
that we are seeing these kind of cross section
i ntersection playing out.

For instance, in Florida the State
Energy Office and the State Housing Agency have
joined together to deliver a nultifamly energy
retrofit financing program It | everages energy
efficiency funds fromthe State Energy Office but
really deploys them using the housing network that
t he housi ng appropriation in Florida has already
been active with.

In Tennessee there's been some really
i nteresting engagement across agencies in the
context of the Clean Power Plan that is rather
contentious at this point ruling fromthe
Environmental Protection Agency on reducing
greenhouse gas em ssions but that their conpliance
effort has actually included not only the air

quality regul ator but also the State Energy Office
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and the Housing Agency, and they're |ooking at how
to motivate the affordable housing comunity in that
sector to participate in some of the compliance and
energy efficiency reduction efforts that are going
to hopi ng advance under the Clean Power Pl an.

And then the final interesting exanple
| can give is that in New Jersey a few years ago
t hey established an energy resilience theme, and
that was really focused on mcro grids and grid
resilience, especially in response to Hurricane
Sandy -- no relation -- (laughter), but one area
that they're looking at is to increase efficiency in
public housing, have those public housing properties
based on an honorable mcro grid, and then when a
di saster occurs, that m ght shut down the power
vul nerable to communities that are already living in
public housing, and their situation is further
exacerbated by this disaster and they can conti nue
to have power, and function, and kind of control
their energy management and energy use during those
difficult times.

So I think it really kind of
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hi ghlights the grid energy housing intersection that
| think sometimes m ght get lost if we focus just
on, you know, what ratepayer funds can do and not
have brought in the conversation what other types of
investment can be at the table.

The second theme, and it's rel ated,
that I'Il highlight is that states are al so | ooking
for innovative ways to align policy with regul ati on,
and, again, | think the idea there is to kind of put
in place policies that can help make utilities’
difficult task of reaching this sector easier or
mor e i npactful.

So one exanple -- one kind of policy
regul atory cross-section exanple is in Vernmont where
non- energy benefits are now being used in
cost-effectiveness tests.

The Vernmont Public Service Board
recogni zes non-energy benefits in their analysis of
energy efficiency investments, and we're definitely
seeing nore interest across the states and how to
guantify these benefits and to have them play out in

the utilities here to kind of help adjust how
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investments are allocated.

Anot her interesting place where this
cross section is comng through is in the financing
sphere. Fanni e Mae and the Federal Housi ng
Adm nistration are both offering energy efficient
mort gages, and as of | ast week they were saying that
they're al most over-subscri bed because there's been
so much interest.

So housing devel opers and property
owners are really interested in kind of that
financial incentive and are willing to use their
refinancing events in order to inmplenment efficiency
measures and kind of reach that new | evel that would
qualify them for | ower interest rates on other
mort gages.

Anot her policy |lover that we have seen
across the states is using the low-income housing
tax credit program or LITEH, so that drives
financing and funding to devel opers of new or
rehabilitated affordable housing, and state housing
finance agencies are generally the | ead

adm ni strator of that program and they've really
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begun new efforts to incorporate green standards
into the process that they use to allocate those tax
credits out to devel opers.

So in Illinois, for instance, they
grant projects that enphasis energy efficiency
sustainability, including a comunity wal kability,
access to public transit, EPA, certain Energy Star
certifications, and other types of certifications.

And then the final -- the final policy
theme that we are seeing across a few states i s an
i ncreased focus on data benchmark and transparency,
and while it's still pretty decent in affordable
housing, 14 cities, two states, and one county have
passed | aws for |arge commercial buildings to have
them share their utility data, and a number of these
jurisdictions, including Chicago, Boston, District
of Col umbi a and others, have adopted multifamly and
single-famly policies as well.

The Institute for Market
Transformati on, which has been doing a | ot of work
in this space, estimates that commercial buil ding

stock sinmply the active benchmarking can result in
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savings of up to 7 percent in terns of energy
managenment, and | am giving building owners and
operators a better sense of how to control their

energy systens.

The third and final theme | will touch
on, | think is something echoed throughout this
panel, is to neet the affordable housing market

where it is and to seek strategies that |everage
exi sting actions and investments, so | think this is
really where the one-stop-shop nodel has to cone
into play. It's al so where innovative financing can
come into play, and, again, offer opportunities to
tap into new sources of capital during a budget
crisis or when utilities are also already very
constrained in ternms of their activities. It m ght
hel p bolster their activities, even absent, you
know, assisting capital flows into traditional
fundi ng areas.

So in terms of innovative financing, |
t hi nk, as Dan mentioned, it's necessary to be
m ndf ul of some of the financing constraints and

debt characteristics that are often involved in
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affordable multifam |y properties. It's often
difficult to add new debt to buildings, so there
have been on-bill programs, as well as property
assessment energy programs, as far as contracting
programs that | have had to work around those
constraints, and |I'm happy to provide nore detail if
there's interest.

So just to restate the themes, | think
one is to ook at the public purpose in ternms of the
various facets that nmultifamly energy efficiency
offers and to get stakeholders to reflect those
different interests and benefits, two is to align
policy and regul ation to support prograns, whether
they're helping the utility space or just trusted
i mpl ement ers.

And, finally, to |lead the market where
it is in terms of understandi ng what the
characteristics of multifam |y properties are when
you are delivering financing and efficiency
programs. And with that, 1'll concl ude.

CHAlI RMAN SHEAHAN: Great. Thank you, Sandy.

That was a great summary of what's going on around
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the country.

Any questions?

COMM SSI ONER ROSALES: | do, Chairman.

Thank you all. | appreciate your
bei ng here this morning.

| find this fascinating and 1'd |ike
to get deeper into the weeds, which means you have
to take this offline, but | have a specific question
for Patrick, and then I would ask the other
conpanies to get with nmy advisors as well, because
l"minterested in --you peaked nmy interest when you
said that you had a person that worked with these

| arge units, these buildings and | arge units.

So my question would be -- and Nicor,
ComEd, and Ameren -- who is that person, and |I'm
| ooking at it from a business sense. "' m | ooking at
your business model . How does that position get

intertwined in your business? That's nunber one.
Number two, | want to ask how is that

position incentivized in your business? How is that

position evaluated? And so we'll do this |ater, but

if it's a unit of 50 units in housing devel opments
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or 50 residential housing, residential homes, is
t hat eval uated the same?

So the question that | would like to
ask each of you |ater on when you get with policy
folks to get those answers, | really want -- |
really want to understand the business nodel and how
t hat works, and that's what | m ss. You peaked ny
i nterest and appreciate your help.

CHAI RMAN SHEAHAN: Thank you.

Pl ease join me in thanking the
panel i sts and our nmoderator.

(Appl ause.)

Why don't we take a very short break
here. We'll come back at 11: 35 and begin the next
panel .

(Wher eupon, a break was
t aken.)

Why don't we go ahead and get started.
If I could ask the folks to take a seat and we'l|l
get going.

Panel 3 will focus on an owner and

devel oper's perspective on the barriers of
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af f ordabl e housi ng programs and expl ore any
technical solutions to those barriers.

To | ead the discussion, please join nme
in welcom ng Anastasia Palivos. Anastasia is also
my | egal and policy advisor. | would also ask folks
to give a warm wel conme to Audra Hamerni k, who is the
brand new executive director of |IHDA and was a
col |l eague classmate of mne and a dear friend, so
t hank you.

(Appl ause.)
MS. PALIVOS: Thank you for that nice
i ntroduction, Chairman.

As the Chairman said, my nanme is
Anastasia, and I'll be your moderator for Panel 3.
Panel 3 will discuss barriers to affordable housing
programs and explore technical solutions fromthe
buil ding owner's perspective. The format of this
panel will consist of questions presented by myself
with the opportunity to hear from each of our
panelist and the opportunity for the panelist to
respond to each ot her.

If time remains at the end, we wil
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t ake questions fromthe audience. Bef ore we begin

the discussion, | will briefly introduce our
panelists. We will be hearing from Audra Hamer ni k,
Executive Director of the Illinois Housing

Devel opment Aut hority; John Brauc, President of
Checkmate Realty; M chael Burton, Asset Managenment
Director at Bickerdike; Andrew Greer, Vice President
and Mar ket Leader at Enterprise Comunity Partners.

Pl ease join me in welcom ng our
panelists today.

(Appl ause.)

To commence our discussion, | would
like to ask the panelists first what influences or
decisions to pursue energy efficiency and who are
t he deci sion-makers? W can go down the |ine.

MS. HAMERNI K: Sur e. So the Illinois Housing
Devel opnment Authority, we are the state finance --
state finance authority and we were created in 1967
to support affordabl e housing devel opments in
I11inois.

Just a quick background, we have

invested 8.2 billion in nmultifam |y worked around
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130, 000 units, and in the single-famly size we have
about a hundred thousand single-famly homes in our
portfolio. So we are touching a |ot of affordable
houses in Illinois.

To your question, who sets that
policy, which I think it's joint. | think as a
| ender we are nore than assets. We are well
connected and well financed and running snmoothly,
because we want to help people in Illinois to remain
where they live.

On the other hand, we have owners who
have the same goals, the exact sanme goals. Some of
t he owners are people that are in our portfolio and
we are finance | enders, and then there are other
people that are at the table that are providers of
housi ng or affordable housing that they just happen
to be without our regulatory cash, so |I think the
policy is kind of driven by all of us having the
exact same goals.

MR GREER: Again, good afternoon. Andrew GCreer
with Enterprise Community Partners, and Enterprise

we are a national non-profit intermediary that has a
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Chi cago office. W have ten market offices

t hroughout the nation and we have depl oyed in our
year history about 18.6 billion to create 340, 000
affordabl e hones throughout the nation.

VWhat we find is -- so we played nore
of an intermediary role in this in working with
owners and operators of affordable housing, and wh
we do find is what Audra indicates is that we do
have a | ot of overlap of the m ssion.

In the State of Illinois, about
27 percent of renters pay nore than 50 percent of
their income for rent and utility costs, so their
housing cost is more than 50 percent. That doesn'
| eave much room for anything, other than just
payi ng, you know, life necessities, so people are
forced to have decisions around paying utility
bills, as well as thinking about food, and health,
and wel | ness.

So as we |ook at it, we are -- you
know, our -- the owners we work with are very
motivated to try to reduce that rent burden, and

dealing with energy affordability is a key aspect

30

at

t

of
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that, so the decision-mkers are usually driven by

t he owner operators, whether it's a group |ike

Bi ckerdi ke or John Brauc who's private owners. We
are all incented, because we are -- you know, we are
trying to try to provide good safety and affordable
housi ng, but we're also trying to deal with
stability, keeping renders in our home and making
sure that they're secure.

MR. BURTON: |''m M chael Burton from Bickerdike
Redevel opment Corporation. W are a not-for-profit
t hat --

CHAlI RMAN SHEAHAN: M chael, hit the button on
your m crophone.

MR. BURTON: Okay. s that better?

My name is M chael Burton. I"mwith
Bi ckerdi ke Redevel opment Corporation. W are a
not-for-profit. W started in 1967 in West Town,
Oak Park, and Logan Square. We have devel oped and
managed over a thousand affordable units, rental
units.

| would |like to thank Chairman Sheahan

and the Comm ssioners for convening this. It's a
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topic that's very near and dear to nmy community's
heart and | also would like to stress a speci al

t hank you to Conmm ssioner del Valle for his support
of our work over the years and our partnership for a

l ong, long time.

So for us, we conme at it | think from
a nunmber of vantage points. We are an owner. W
are a developer. W are a also comunity-based

not-for-profit that really has a close connection to
the grassroots to the people in our buildings.

So when you ask that question for me,
it's fromall over. | *'m concerned about the
efficiency and the ongoi ng operation of our
bui | di ngs. | "' m concerned about the residents and
that they will have a stable, affordable place to
live, and that's not a given these days.

You know, incomes have been very fl at.
A typical household in our -- we provide famly
housi ng, nostly two, three and four bedroom
apartments. Their household income is $20,000 a
year typically and it's often a momwi th, you know,

a single head of the household with a couple kids
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and, you know, the stability they have in

mai ntai ning their housing is just sort of perilous.
We | ook at any way we can just to stabilize their
situation and providing nore conforts and nore
efficiency, less bill paynment is huge.

Looki ng at the nore gl obal |evel of
our properties and sort of how they operate, nost of
our portfolio was devel oped nore than 15 years ago,
SO we are seeing end-of-life span in a | ot of our
systems, so, you know, how do you decide when to do
a green retrofit. First you |look to see if you have
the money for it.

Second, if you need it, you know, all
of a sudden your furnace is out and you need to do
somet hi ng. We'll get nore into sort of the
solutions to that, but for us |I think it really is
holistic and thinking about things fromthe owner,
fromthe devel oper, and fromthe resident's
st andpoi nt .

MR. BRAUC: | "' m John Brauc from Checkmate Realty.
| think it's changed over time. \When we first got

into it, it was more of an acquisition standpoint

119



10

11

12

13

14

15

16

17

18

19

20

21

22

with the financing part. W really didn't think
about it at all, but as time has gone on, | have
become a true believer, because it's really hel ped
us to manage our air conditioning fromair sealing
to roofing installation, things of that nature.

Most of our retrofits are on
acquisition, or rehab, or refy, when we find we can
afford it, otherwise, it's hard to put it in play in
the m ddle of that w thout acquisition or rehab, or
funding a portion of it.

Lately though, we have acquired a
136-unit apartment conplex that really needed a | ot
of work and we weren't able to get any of the energy
efficiency work financed, so we wound up com ng out
of pocket just because the way the policy is right
now and things going on. That's when | becane a
believer of it, until we spent X-money out of pocket
to make sure we can actually do it. | think it's
become a major part of our portfolio, and our first
bui |l di ng was energy efficient and retrofit.

| was president of the Rogers Park

Bui l ders Group for nultiple years and we preached to
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other nmultifamly owners for years to try to bring
t hem on board. | think it's really all hitting all
the groups in the city and really get nore
multifamly owners involved, because | see the
benefits. | think they're really out there. Thank
you.

CHAlI RMAN SHEAHAN: Can | ask a quick question.
On the topic of kind of a fractured nature of the
policy making and coordi nation, are there things
that the state can and should be doing that they're
not and who would be the appropriate -- or what

woul d be the appropriate entity to sort of |ead

t hat ?
MR. BURTON: "Il jump in on that one. | think
fromthe devel oper's standpoint, | think you get it

three times, you know, when you are devel oping this
thing, can | make it energy efficient, when an
operator can | make it energy efficient or when |I'm
refinancing can | make it energy efficient.

| f you sort of think about how can the
state coordinate that, obviously, DCEO on the

up-front devel opnment part and you know, just
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t hi nki ng about some of our -- at the devel opment
stage our projects, often you are coordinating,
sometimes it does in the resources, because if
there's any way that -- maybe in IHDA it's always in
these projects, if there's some way that DCEO and
| HDA coul d facilitate things a little closer.

| know there's some statutory
chal |l enges perhaps in that, but maybe things such as
not having to have a separate inspector for DCEQ,
maybe an inspector could sign off instead of having
a third-party inspector fromthe DCEO for upgrades,
so that's one thing that comes to m nd.

MS. HAMERNI K:  We are having that conversation by
t he way.

MR. BURTON: Gr eat . Fant asti c.

MR. GREER: | would just add, too, that relative
to, you know, thinking about financing, we still
tend to think about different pools of funds or
different allocations of funds, and | think that we
are leaving a | ot of potential |everage of private
i nvestment into energy efficiency programs, because

we're not coordinated from sort of a capital
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structure, so we have to go -- you would have to go
to DCEO or you would go to the Energy Savers Program
and they're not all working together and coordi nated
in that, and | think that there's some potential.
Because of the demand for these types of retrofits,
we can work collectively to sort of coordinate and

| everage these types of resources. | think we can
get private investnment also to follow into that.

MS. HAMERNI K: One other comment on this. I
think it's fair to say partners, DCEO, and then al so
Energy Enterprises they're working with us, but
during a project's life, there's several touch
poi nts that energy cones into play. lt's kind of
hard to get in the system

So if you are applying for new
projects and you are thinking about refy, you are
absolutely right. You have that in your qualified
action plan. |f you are com ng back for a refy, of
course, you can have that touch point and try to
include energy efficiency funds and product.

Al so, our asset management group is

monitoring high utility users right now, and El evate
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Energy they're looking to those groups to el evate
and elevate to themto try to help overseeing the
ol der project that need energy help. So there are a
couple of different points in our process
exam nati on. ' m sure there's others.

MS. PALI VOS: Thank you for your responses.

My next question to you all is what

barriers have you seen that made it difficult to
i mpl ement an energy efficiency building?

MR. BRAUC: Capital.

(Laughter.)

Pl ain and sinple. | was just talking
about this |ast project. | mean, we took this
proj ect on. | didn't fund it. It was funded by

somebody el se, and, you know, right now resources
have kind of dried up, so to go to energy

efficiency, we have to come out of pocket, which is

fine, but | understand the pay back, so | was nore
than willing to do the project, and do those at the
same time, | could see a |ot of other potenti al

owners that don't understand it who are not going to

come out of pocket because they don't get it, so |
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think funding is a big part of it.

MR. BURTON: | think government-assisted
af f ordabl e housi ng, you know, we don't have the
pocket to often dig into |like our colleagues in the
mar kets do, you know, especially when you | ook at we
are restricted on our rents.

On the income side, there's not nuch
you can do. On the expense side, | don't think
anyone ever projected that you would be seeing the
tax increases or the insurance cost increases we are
seei ng.

So what happens is a project can still
be doi ng okay, but it's probably not putting the
money in the reserves for this very thing, and it's
been fantastic having an intermediary |ike Elevate
who will then, you know, help you figure out what
are the things that are going to be high inpact
retrofits you can do and then also help us get
financing to do that, and | think having
intermediaries |like that for us has really been a
life saver.

MR GREER: | would add, too, that relative to
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t he® dot capital discussion, it's not just about,
you know, sort of having capital up front, it's
understanding a little bit more of the pay-back
peri od, you know, as the ratepayer prograns are very
focused in on that first year cost-effectiveness
standard, but a devel oper/owner is |ooking at a
pay back that m ght be three to five, maybe even
seven years down the road, so there's a m smatch
think in the capital markets between sort of what
t he expectations of the owners are around the
duration of the capital, and the patience of the
capital and many of our ratepayer prograns that are
out there right now, so |I think that's a big issue.
| also think that just capacity. W
need to continue to build the capacity of
organi zations to do this type of work. W are
wor king with El evate. W coordi nate what we call
"The Enterprise Sustainability Exchange" working
with ten non-profit housing devel opment
organi zations to help build their capacity to own
and operate, but, nore inmportantly, to sustain the

environnental health and econom ¢ benefits of
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bui |l di ng green and doing energy efficiency.

So we need to continue to support the
capacity-building efforts, because |I think, as other
presentations have tal ked about this, you know, we
have got true believers now, but, you know, | think
in that Rogers Park discussion, there's still a | ot
of people who are very skeptical about the benefits
of this, how do you sustain the paynments and how do
you pay for it. So we need to continue to focus in
on that capacity and that effort.

CHAlI RMAN SHEAHAN: What sort of specific policies
woul d facilitate the greater capitalization of this?
MS. HAMERNI K: It's back to those touch points.
It's when it comes to the cause of that project that
makes more sense, so the grant program that DCEO has
is hel pful. It's just not a | ot of cash. | think

some of these other barriers. W have systens in
pl ace. | think we do have really a robust
community. We have a smart architectural design
community that gets all this type of work. W have
projects in place. W have interest.

So it comes back to your capital
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guestion, and | think getting capital to a project
is at those touch points, but | think you had a
really good point about a thousand times you woul d
need quick cash, and I think that's what's m ssing
out of our system because there are times when the
furnace goes, you have to do somet hing quick, you
only have money for so nuch, so you cannot do the
extra in a traditional househol d. | think that kind
of out that could have a policy potential, but, you
know, if we were able to add that as a normal

functi on.

MR. BURTON: | think the biggest challenge is a
project that's up and operating, it's been
operating. It's really hard to get some sort of tax
credit for rehabs. They're just very conpetitive.

Qur | ast project that we got tax
credits for rehab, it took us about four
applications and waiting five years and, in the
meanti me, we have taken other sim /|l ar projects, and
been able to, you know, work through with Elevate,
and | think having nmore resources for those types of

progranms, for the retrofits that aren't at the rehab
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or aren't at the devel opnent stage.

COMM SSI ONER ROSALES: "' m sorry. Do you ever
work with others to mnimze the capitalization
costs? To give you an exanple of that, | would
t hrow out near M dway Airport and how they
soundproof the area. Is that somet hing that comes
up often that you could kind of control in terns of
your cost?

MR. GREER: | think relative to the overall cost
and what we've seen, especially through the Energy
Savers Program and |I'm speaking nore from a
multifam |y perspective in this, is that, again,
most of the cost is pretty efficient.

We are spending 3500 to maybe $5, 000
per unit to get those costs, but | think the
contractor quality has improved such that they're
sharpening their pencils, because we know from
nati onal studies for every mllion dollars spent on
energy efficiency, it creates ten jobs in the | ocal
mar ket .

So | think the cost is not as much of

a challenge as it is sort of bringing in the
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di fferent resources and trying to |leverage it to
cover those costs.

MS. HAMERNI K: I n our single-famly program we
t ouched about 4,000 single-famly homes and that
Chi cago Public Bungal ow was one of them There's
room for growth.

MS. PALI VOS: Thank you.

| know, Andrew, you mentioned that

it's good to inprove these capacity projects, but
fromall your perspectives, what are the nost
i mportant improvenments you need to make to the
energy efficiency progranms and what would be their
i mpact ?

MR. GREER: | think, you know, there's a | ot of
col l aborative tables right now that are in place
around energy efficiency. Preservati on Conpact - -

Staci e Young and Preservati on Conmpact has been

really focusing in on this issue within Cook County.

So to nme, | think continuing to try to

do better coordination, so just as DCEOs is working

with HDA to better coordinate about their prograns,

we need to be better coordi nated across direct
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installs versus the energy efficiency prograns, |ike
t he Energy Savers.

You know, from a building owner's
perspective, it's still a pretty clunky process and
it's not very efficient, but we need to continue to
grow and i nprove sort of that coordination, because
what | feel nost of the building owners want i s nore
than just the direct installs. The true pay backs
are going to be in, you know, doing sonme of the
sinmpler things, too, that may not be covered in
direct installs programs. So | think we can do a
better job and continue to cross market and cross
and coordi nate around those types of prograns.

MR. BURTON: | think prioritizing some of those
hanging fruit that had the real big bang for your
buck. | think we have done about over 400 of our
ol der units with the help of Elevate and Enterprise.
We have done retrofits, and we typically do air
sealing and roof insulations, and, you know, we have
seen the savings on energy bills, but we also -- |
have tenants who will pull me aside and say thank

you so nmuch for that; nmy unit feels so much better
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and | think you can just really see that fromthe
amount that we put in, we just got so much back, not
only in, you know, money savings for the project or
the tenant who's paying energy bills, but just a

hi gh-quality project as well.

MR. BRAUC: | think retrofits have worked out
pretty well for the most part and also they're a
pretty efficient and really not taking a |ot of
time. El evate is doing all the paper work on the
ot her end. |"'mtrying to run the portfolio, so we
are running around | could say chickens without our
heads sometimes trying to take care of all the
probl ems that are going on every day, so any help is
al ways want ed.

We continue to work with Elevate.
Ri ght now we are installing sensors throughout the
buil di ngs, 30 sensors in a 130-unit building, trying
to monitor more energy efficiency. So there's one
thing of doing it, putting in boilers, putting in
the steanms pipe, putting in the boiler controls, and
then what | found is really monitoring those

control s.
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I f you are not going to the buil ding
and physically | ooking at those controls, you only
| ook at your bill, once you pay your bill, it's too
| ate, then now | have to go back and take a | ook at
what's going on, and so now we start to | ook at
moni toring needs.

What | find is that over tinme a
janitor get calls for heat, and it's a problem so
it's a major problem but if you don't know unti
the fact is done right or when nobody's tal king much
about water, water beconmes a major cost for
multifamly buildings, and it's tripled in the | ast
year and a half. It's going the way of the gas bil
literally.

So it's not only for multifamly but
for homeowners, and depending on where you are at,
on the north side we are able to spread that cost
t hroughout, but in our lowincome famly buildings,
that's not possible. Our rents are X, and they're
not going up any time soon. So where those costs
get put, |'m not sure.

So if you are looking to keep

133



10

11

12

13

14

15

16

17

18

19

20

21

22

| ow-i ncome housing affordable, | think these are

t hi ngs you need to step in and | ook at, because at

certain poi

because it

profit, everybody is,

nt nobody is going to want to enter,

doesn't make any sense. | " m here for

to make noney, feed their famli es. It's an
I mportant aspect.
MS. HAMERNI K: | couldn't agree with M chae

nor e. | think that

we need consistent, easy

under st ood gui delines on where we get our biggest

buck, and I

your funds
and bi ggest

consi st ent

i ke your kind of |ow hanging fruit.

a

because everybody needs a job

As any owner, when you want to invest

where you get
benefit, so |

with the platf

t he bi ggest energy savings

t hi nk we have to be

orm on that.

MR. GREER: | think part of our goal, too, wth

the Enterprise Sustainability Exchange is once you

address those issues, then what

t hem

to be a | ot

management

So | think,
of educati on,

has di fferent

again, there still needs
because the property

i ncentives than the

do you do to sustain
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bui |l di ng owner sonmetinmes, you know, they're
responding to a request froma renter and they're
trying to deal with their comfort, but at the sane
time what we're trying to do through the
Sustainability Exchange is sort of change the
culture of the way people and buil ding owners think
about managi ng their properties for on a | onger term
basis so that those benefits are sustained over a

| onger period of time.

And, you know, | think we are just
starting to scratch the surface, but, you know, we
are working with ten non-profit comunity
devel opment corporations, and | would venture to say
there would be a lot in the private market that
could use sort this type of capacity building

assi stance.

MR. BURTON: | think residential assistance is
really inmportant on this. It is something that we
have al ways expressed in our worKk. It's really a

chal | enge especially for |lower-income famlies.
The | ast thing they need is sonmebody

telling them what to do or one nore thing to think
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about, you know, and we have been working with
Enterprise and two other groups doing some pil ot
projects, focus groups, residents and seeing again,
what are the real things that will make a difference
and how do we get them not to open a wi ndow in the
wintertime; instead of turning up the heat, how
about putting on a sweater. Are there sinmple things
we can do that will make a difference? And | think
you really have to think about the resident
engagenent side of this, too.

COMM SSI ONER MAYE EDWARDS: Anastasia, can | ask
a question.

MS. PALI VOS: Sur e.

COMM SSI ONER MAYE EDWARDS: | understand that the
| ack of access to affordable housing is a
significant and very real issue that we are placing
as it relates to energy efficiency. | know t he
Chi cago Housing Authority has | believe as of July
of 2015 a plan. They said that they were going to
be proposing a strategic plan to deal with this
issue, and I'"'mcurious to know if there's any

col  aboration or kind of inter-relate-ability going
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on there? Are you guys working together?

| know the slide that Anne Evens
showed when she first spoke this morning showed a
portion of the | ower-income residents of Illinois,
and, obviously, the bulk of that is in the City of
Chi cago.

So I'm wondering if any of you are
col l aborating with the Chicago Housing Authority,
and, coincidentally, the new Chair of the Chicago
Housi ng Authority is a former Conmmonweal th executive
-- Commonweal t h Edi son executive -- excuse ne.

So | think that that right there -- at
| east we know the institutional know edge of
understanding is due to the issue is at |east there,
so | was wondering if you have worked with them at
all .

MS. HAMERNI K:  We just tal ked | ast week.

MR. GREER: In my experience with working with
t he Chi cago Housing Authority, previously as a
devel oper and now as nore of a financial
i ntermedi ary, they have been very aggressive in

their portfolio -- their own portfolio about
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bringing in and making sure they're doing energy
efficiency. They're able to, because of their size
and scale, start to | ook at issues of using ESCOs,
energy service conpanies, to try to deal with | arger
portfolios, but so many in the public housing
communities don't have that ability of scale, so
there's still sort of a whole bunch of public
housi ng authorities throughout the State of Illinois
that are not able to or struggling with some of
t hose energy retrofit issues.

MS. PALIVOS: Thank you, Comm ssioner Edwards.

And nmy | ast question is that given

t hat many of you have mentioned the inmportance of
better coordination and inplementing future
gui del i nes going forward, what are the coll aborative
efforts that you think the utilities, program
providers, and other stakehol ders can take together
to improve these prograns and the way they are
i mpl ement ed?

MS. HAMERNI K:  Well, again, we have been talking
to DCEO about the idea of -- they have an

application for Affordable Housing projects as we
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do, the ways we can have people apply these factors.
Again, we are at the very, very beginning
conversations about that to see if that makes sense.
Are we asking -- do we have the same information on
both of our applications? So some of those

coordi nations we are trying to have happen early on
and el evate our asset management si de. I think we
did a great job trying to coordinate with them and
with their property owner. W have a good system
that's in place. W have asset managers. W have a
monitoring lights systemthere. So to piggyback on
that, that brings a ot of -- we are actually
getting the right people to the right person at the
property owner, and that's difficult sometinmes.

MR. BRAUC: | would say that the state of funding
com ng out. | think after three or fours years of
really kind of pushing it and working with it, it's
kind of start to dry out so that | think, guys or
gals, the business is going it's noved on, so let's
just focus on somewhere else, so | think it's a
conti nuous effort on pushing it forward fromthe

projects that are com ng up, | would say, because
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it's been pretty easy. It's been very -- by the
way, they have rolled out |eads, so we have done
multifamly retrofits on all of our buildings, so
they're out there in the conmon areas.

"' m not sure about internally the
units thenselves, but | would say definitely common
areas, so that we know what's com ng out, because
for the | ast year, as far as roofing insulation, we
don't know what was com ng out.

So when | purchased a 36-unit buil ding
and they were going to give |I think about $85, 000
for a $25,000 job easily. Okay. So we waited.
Okay. Next year maybe we will get something a
little more affordable. Well, then it got to nme
more, so | went ahead and did the project on my own.
| wanted to get nmore before the next winter hits.

So there's an inconsistency of what's
moving forward in the program and nobody what's
com ng out, and so you can't move forward.

MR. BURTON: | think the capital is really
i mportant. | think, you know, there is a good

network in the state right now for nmoving this
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stuff, and I think that utilities should feel good
that it's being used efficiently and that there's a
very high need. | think the pay back and the
benefits are huge for our |low-income communities. I
think it's a great thing to be putting more into it.
MR. GREER: W <th regards to the overall capital
di scussion, | think there is a need just again to
have broader discussions with diverse stakehol ders
comng to the table, so I HDA Enterprise. W were
wor ki ng potentially a smaller retrofit program
before the budget crises, and, you know, we need to
conti nue those discussions, because | think, in
addition to the ratepayer dollars that are
avail able, there is a |lot of other capital that
needs to be sort of coordi nated, harnessed.

For us to really go to scale, | think
we have to be able to deal with that issue of the
flow of capital, make sure it's consistent and it's
priced appropriately and | everaged with public and
private resources.

So | think there's a need for nore

coordi nating discussions around the capital side of
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this in addition to sort of sonme of the work that's
al ready goi ng around buil ding capacity of owners
willing to deal with this.

MS. PALIVOS: Thank you very nmuch.

| think we have some additiona
questions from the audi ence, or Chairman, or
Comm ssi oners. Do you have any questions?

CHAlI RMAN SHEAHAN: Andrew, can you speak just a
m nute on what -- you know, so capital is an issue,
and, John, you mentioned it. You are interested in
an increase in capital.

What's the source of funds? \What's
the flow for repayment of that kind of debt? Can
you explain that to us? And if there were a
governnment solution, is there sort of -- can you

aggregate all of this into a revenue bond. Sort of

t hi nki ng out of the box a bit, what's the -- how
woul d you fix it, if you could?
MR GREER: | think you can build off of, you

know, the Energy Saver's Program nodel here, too.
What's -- John knows this. It's a 3 percent

interest rate --
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MR. BRAUC: Yes.

MR. GREER: Usual I y addi ng seven --

MR. BRAUC: Seven years.

MR. GREER: -- seven year term and maybe go out a

little bit Ionger on that, a 10-year anortization,
and | think you would say you could deal with that
on al most any of your properties all day | ong,
right?

MR. BRAUC: Sure. It's possible.

MR. GREER: So, you know, and what Enterprise
does and what | HDA does is we sort of work together
with a lot of different stakeholders in the industry
totry to figure out how to blend that capital to
get that right type of return, but | think you have
got a very strong model, |like the Energy Saver's
Program It's going to be little bit more
challenging for a ot of the affordable or the
subsi di zed housing stock to be able to take on that,
but, you know, it's about | think creating nore
patient capital that can meet sort of economc
returns, but what we are seeing is these retrofits

are paying for themselves within five to seven
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years.
| don't know how you view that.
MS. HAMERNI K: | think that makes a | ot of sense.
MR. GREER: | think we have seen them in ACEEE

probably m ght have some exanples, too, where we
have seen other state HFAs that have really no --
again, to sort to put in resources, put resources on
the table to try to do that and | everage other
private resources, the Fannie Mae product that was
menti oned earlier in the presentation, too, so
there's a |lot of capital that is starting to be

di scussed around energy efficiency and as well as
also starting to think more and more about
renewabl es, so there's a lot of capital in the
energy space that needs to be harnessed | think.

MS. HAMERNI K: | f there was a product that could
be brought in acquisition on behalf of building or
addi ng new construction, it is something we could do
| ater at IHDA. There's systens in place and
monitoring their systems and, you know, managi ng
funds, and receiving those funds, and payi ng back,

so we can do that.
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The other thing |I do |Iike about this
idea is a lot of our |oan products are geared
towards people with |ess than 60 percent of medi an
income, so |low-income people. There's certainly
peopl e, 61 percent, probably 120, that arguably are
having just as much trouble and consi derable income
having utility cost issues, so this type of program
can fit those folks as well. It's not just the
| ow-i ncome.

MS. PALIVOS: Thank you to all of our panelists
for providing such thoughtful responses.

We will now break for lunch and resume
the session at 1:15, 1:25. Pl ease give them a round
of appl ause.

(Appl ause.)

CHAlI RMAN SHEAHAN: Can we ask folks to have a seat

and we'll get started with our |ast panel of the
day. Welcone back. | hope everyone had a pl easant
| unch.

This afternoon's panel is intended to
expl ore property -- assess the energy or Pace

On-Bill Financing and other potential avenues for
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expandi ng access to financing for energy efficiency
programs in the affordable nmultifam |y sector.

To lead this discussion, |I'm pl eased
to introduce Suzanne Stel masek, Senior Policy
Anal yst at El evate Energy, and Suzanne was a | egal
policy advisor for me when | first started, so thank
you. She ki nd of hel ped nmy seat and handl e bars
before the training wheels came off. It's ny
pl easure to introduce Suzanne.

(Appl ause.)

MS. STELMASEK: Thank you, Chairman, and it's
nice to see how you have grown up in the world.
Seems |i ke things are going well. Thank you so nuch
for having me and for having the panel. Thank you
to the rest of the Comm ssioners for taking the time
to be here today and take part in this important
di scussi on. It means a lot to us that you guys are
so engaged. Also, thanks to everyone in the
audi ence for com ng back from | unch. It's nice to
see so many of you return for our |ast panel of the
day. | believe it will be very casual

We will just have a recap of all the
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di scussi ons that we had through the day. | 1 ook
very much forward to it.
As you can tell fromall the previous

panel discussions today, the affordable sector is

really | arge. It's a diverse market. We heard from

utilities about all the great work that they have
done so far to reach this market, but it's clear
that there's no one-size-fits-all approach.

You know, we have all heard fromthe
devel opers about their great need for accessing
capital, which is really a perfect segue into what
we are going to talk about with this panel.

Subsi di es can take many different
forms and our goal should be to devel op and access
financing solutions to address each aspect of the
af fordabl e housing sector which brings us to the
experts that we have assenbl ed for our panelists
t oday.

Let me introduce each of our panelists
and then give them 10 to 15 m nutes to share with
you their expertise and their know edge on vari ous

aspects and financing mechani snms that they work on
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and then we'll move on to Q and A.

First, we have Stacey Young, Director
of The Preservation Conmpact Community | nvest ment
Cor poration. W have Tony Smth, Senior Vice
Presi dent and Community Devel opment Mar ket Manager
at PNC. We have Art Rendak, President of Inland
Mort gage Capital; and Chris Meister, Executive
Director, Illinois Finance Authority, and we'l
proceed in the order that everyone is seated.

Thanks for being so organized. And,
Stacie, | will hand it over to you to give us an
overview of on-line financing.

MS. YOUNG. Thank you, Suzanne. Thanks again for
everyone com ng after lunch. | feel like I should
have brought a bag of candy for everybody to keep
everyone on their toes here.

So, as Suzanne said, | work for
Comunity Investment Corporation. ClICis a
non-profit | ender, working with the comunity
devel opment financing institutions. W have been
around since 1984. W make | oans for acquisitions

and rehab of nmultifamly buildings for typically | ow
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to noderate inconme.

Since 1984, we got started. W
financed about 1.2 billion in rehab, the |ast rehab
55,000 units, and that's 2000 | oans. And when |
tal k about the kind of |oans that CIC makes, these
are actually nostly unsubsidi zed affordable rental
buil dings. W have -- you know, | have seen a | ot
of power points about -- 1'"Il get a little bit more
into it later, but affordable doesn't necessarily
mean subsi dized or even public government
assi stance.

So as everyone knows by now there's a
strong relationship between keeping rental housing
af fordabl e and doing energy retrofit. This is a
very important relationship.

' mgoing to talk for a m nute about
t he Energy Saver's Programreferenced a | ot and |
want to give a little bit more detail.

The program was started back in 2008.
The McArt hur Foundation brought a | ot of
st akehol ders together, government, non-profit

devel opers, for-profit devel opers, tenant groups, to

149



10

11

12

13

14

15

16

17

18

19

20

21

22

figure out we have a very inportant affordable
rental property and how do we keep it in good
condition. W are calling it affordable rental
housi ng authority, and, of course, and a nunber of

i ssues are identified, and the Preservati on Conpact
is a policy collaborative with a | ot of stakehol ders
i nvol ved. | work on a |lot of those issues, and
energy is right there at the top of the list.

The owners knew how i mportant energy

retrofits were, but they identified two inmportant
gaps leading to discussion a long time ago.
One was information. They knew that their building
probably needed retrofitting. They didn't know what
needed to be done. They didn't know how much noney
t hat woul d save them

The other gap is financing, as the
| ast panel said, and unless you incorporate these
retrofit measures into a big recapitalization,
there's really not an opportunity. The private
mar ket isn't there to finance just a little
retrofit, if you want to do five years after you do

this big capitalization, and so Energy Savers was
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created to address those two gaps, and, again, [|'l]
get into sonme nore detail in alittle while,

But I will tell you the result of
Energy Savers, one is 57,000 units assessed; 25,000
of those 57,000 have been retrofitted, and of those
ClI C has financed 7,000, so about $14 mllion in
financing from CIC to finance those units, and,
again, this programis pretty, you know,
strai ghtforward.

Just to put those nunbers together,
t he average per unit cost for retrofit is $3,000.
Energy savings is typically 25 to 30 percent, which
is pretty significant, and, again, just to give you
a quick idea of what that means on a 24-unit
bui | di ng, that building would save $10, 000 a year,
whi ch means that they can use that nmoney to insure
that they don't have to raise rent and that they can
mai ntain their building in a responsi ble way.

So it's adm nistered. Elevate does
t hese assessnents. They make sure they're hol ding
t he owner's hand. They lend them to other energy

benefits and i ncentives fromutilities and ot her
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pl aces. | f the owners have other needs, they wil
tend to those needs as well. As far as construction
oversight, they have a pool of responsible

devel opers, responsi ble contractors.

The owners don't necessarily
understand this work. They don't know who to go to,
and so the contractors -- it's nice to have a pool
of contractors that they can tap into.

At CI C we have our own, of course, 30
years of expertise in financing, but also we know
t hese owners. We know these unsubsi di zed owners
who's out in the neighborhoods and, in fact,

70 percent of the affordable rental stock is
unsubsi di zed. These are ma and pa owners. They're
classic small business people, so they're in
conflict because they need the appropriate
information, so they need help. They need a | ot of
hand- holding, and CIC is a great link to those
owners to try to help them understand what resources
are available to them

So George Mal ek earlier was talking

about the rental stock, and he makes a great point,

152



10

11

12

13

14

15

16

17

18

19

20

21

22

which is when we think about rental stock, we m ght
have some picture in our mnd. Those |arge rental
buil dings that maybe come to m nd, that's not a big
percent age of the stock. Most of the stock are

t hese brick wal k-ups in the City of Chicago, not
outside. They're in the suburbs. There's

certainly -- there's more suburban-Ili ke devel opments
t hat have nore units and bigger buil dings, but a I|ot
of the stock is in 5 to 49-unit buildings, less than
a hundred units, and so there's lot of little

buil dings and little owners to go after, and, again,
ClI C has those rel ati onshi ps. So, as a result,
Energy Savers has been a great tool.

The i dea what we are financing, we're
not able to guarantee it, but the idea is that we
are structuring a loan so that an owner's savings on
their energy bill can cover the debts; so, in other
wor ds, they're paying the same amount every nonth
out after they take out this money, after they
finance their retrofit, so they're saving some noney
on their bill and then hopefully they're paying |ess

than that to service their debt on the financing
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t hat they needed to finance the retrofit.

So our financing is |ow cost. It's
3 percent nmoney. | think this came up last time.

We can go up to 90 percent |oan to value, and
they're structured as second nortgages, so we have
got this nice little program and we have a | ot of
partners.

Since 2011, we have convened a working
group. We have a | ot of people, because we al ways
want to figure out ways to get nore resources for
af fordable rental for progranms, and we realize that,
you know, Energy Savers is a great program but we
need to expand our choices. W need to have nore
choi ces for people, and identified on-bill financing
as a great resource that was already on the books
for single famlies in the State of Illinois.

So Andy Geer, who was on the | ast
panel with Enterprise, was super hel pful in taking
the lead in expanding the legislation in Springfield
for on-line financing to also include nultifamly.
This is a lovely thing, because sonme of the owners

of buildings couldn't come to get our financing
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because they couldn't take a second lien on their
property. Some first |enders won't allow that.

On-line financing, there's no liens
agai nst the property. On-line financing you pay
your | oan back on your energy bill, and so you can
treat it as an operating expense, so it's a great
resource for those owners who can't make a second
payment .

So CIC closely work with AIC First,
and because CIC has experience with nulti and AIC
First, so we are adm nistering the multifamly
on-bill financing programin the metropolitan area
for buildings that have retrofit | oans exceeding
$20, 000, and the whole nultifamly programis
l[imted to buildings with Iess than 50 units is a
significant limtation in Illinois, but how we got
the legislation passed, and we are happy with it,
but that's the way that CIC adm nisters, and if a
| oan is over $20,000, we adm nister.

So what's the market for on-bill and
why is it different from our regul ar Energy Saver?

Because of the second thing, so you can treat it as
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an operating cost.

Now since | ast spring -- we just
started this program |l ast spring, so it's |less than
a year old and we financed $427,000 and 163 units
with the on-bill financing as a resource. About
half of that is in Nicor's territory, that's
Peopl es' territory, and, by the way, kudos to our
utility partner friends for increasing their pot of
t he nmoney for on-bill financing. That's very
i mportant, again, financing. Obviously, it's an
i mportant resource and the on-bill is a tool and
very important, and some suggestions of how we can
do a little bit better and make that program a

little bit better, but, again, it's wonderful that

the utilities are really helping us try to get that
program nmovi ng. It's still a work in progress, but
it's wonderful. We can offer two retrofit prograns

in the metropolitan area for financing retrofits.
So here |'m going to say, as Suzanne

said, you know, in the |ast panel, we tal ked about

| ack of capital, and, again, |I'mtalking about how

there are resources for capital. There is capital
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available, and I think that -- | think that one of
of the issues here, and | hope we can get into it
more later, is communication and coordi nation, and |
think that if our programs are financing prograns,
and we tal ked about this already, but we are really
hopi ng to have some substantial coordination
opportunities moving into the future.

So | would be happy to talk more about
any of these progranms, if you have questions, but,
agai n, you know, the fact that these prograns are
pretty -- Energy Savers is very flexible, very easy
to use, free information for your property. On-bil
you don't have to put a second |lien against the
property. It can be treated as an operating cost.
There's fewer -- there are fewer |inmprovenments you
can do under on-bill for different reasons that we
could probably try to expand a little bit, but aside
fromthat, you know, those are the two big tools on
On-Bill, again, a recent addition to our tool box but
an i nmportant one.

MS. STELMASEK: Thank you, Stacie.

Do the Comm ssioners have any
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clarifying questions that | think nowis a great
time to ask Stacie before we nmove on.
(No response.)

I f not, Tony, let's hear from you.

MR. SMTH: Well, thank you. "' m Tony Sm t h. I
manage Comunity Devel opment investing for PNC Bank
for accounts in Illinois, northwestern |Indiana and
M ssouri, and in that capacity | like to tell folks
we are a bal ancing act.

When the bank makes a billion dollars
in investments for loans in a |l owto-nmoderate inconme
community, my goal is to |look at that portfolio and
to make sure that we're appropriately represented in
| ow- and- moderate i ncome nei ghbor hoods.

What we do on the other side of the
bank, which | call the dark side, what we have to do
on our side that would include all traditional
| ow-to- moderate i ncome housing community
benefit-type activities.

When | was asked to do this, | quickly
pi cked up the phone and called some of ny peers. I

woul d share with you that |I'd probably spend anot her
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25 years at other banks |I won't name in the room

t oday. But suffice it to say, the responses | got

back were not surprising, and I'll share with you
both what we're doing and what | have seen in other
areas.

Fi nanci ng and energy efficiency in
general is rarely a banking activity in isolation.
Banki ng again is based on not only of what's
happeni ng from PNC but what is happening to others.

We generally consider energy savings
in the context of the overall cash flow inpact that
it has on the potential borrower or investor; thus,
energy savings is often considered an additive to to
cash flow and, therefore, could create additional
borrow ng capacity, but it's inmportant to note that
it's rarely ever viewed as an idea unto itself
conjecturally.

As such, few vendors typically express
or advertise a standal one energy efficiency
intermedi ate pilot, but such |oans are being made
and these take a nunber of traditional forms, such

as an equi pnent | ending, or |eases, or real estate
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i mprovenments, typical tax credit modernization,
condo associ ation |l oans or | oan investments in an
intermediary, |ike community investment or |FF, CHS,
Capital Community Loan Fund, to name a few, and each
of these tend to have nore explicit energy
efficiency progranmm ng.

Further, we acknow edge that our
ClC-type partners oftentimes are nmore effective at
navi gating the small borrower universe and,
therefore, more effective at getting energy
efficiency owners into the hand of the small
busi ness that use them

There is, however, a unique chall enge
when cont enpl ating energy efficiency projects, and
this was a surprise to ne, and | would tell you it's
not capacity or access to capital but rather a
wi |l lingness to undertake borrow ngs. Mor e
specifically, that is and quick, to be fair, limted
survey of property owners we heard a recurrent thene
of special assessment fatigue.

During the | ast decade, many | ocal

properties have forced me to undertake capital
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projects to conply with costly fire and safety
codes, elevator obsol escence, roof repairs,
tuckpoi nting, wi ndow operations, AC, and safety
i ssues, but those can have energy inmpacts, and
absolutely they do.

What we are finding is, as Stacie
poi nted out, nost of the affordable housing in our
mar ket isn't necessarily obligated under a rehab or
ot her rental control obligation and, therefore, |
would Iike to call it the organically affordable --
and you had a better termor --

MS. YOUNG: Naturally occurring.
MR. SM TH: -- naturally occurring housing out

t here.

We don't want to unintentionally
di scourage or exclude that universe of property
owners when we're contenplating energy efficiency.
So in talking to this universe of investors and
owners, it became very clear that the cost of these
prior investments or inprovements has transl ated
into increases, sometimes sonme nulti-speci al

assessnments, which, in turn, have made those
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bui |l di ngs nore vul nerable to slow sales and/or val ue
| osses, not to mention some unhappy owners.

That value loss is incrementally nore
intense in |ow-income nei ghborhoods where you
oftenti mes see high |levels of continuing
unempl oyment which translates into high vacancies in
collection offices.

When | go to appraise those particul ar
properties, they don't denmonstrate adequate value to
support incremental debt of any kind, and,

t herefore, these properties become nore reliant on
tax credits or grants, which in this environment are
intensely conpetitive and oftentimes inmpossible to
get for smaller property owners, and this is a |arge
uni verse of folks who may own 5 to 6, 2 to four unit
properties. They don't generally have access to
either the informati on or access to the traditional
sources for some of those grants, and/or tax
credits, and, therefore, there's a substanti al
portion | think of the housing stock that is not
participating in the energy efficiency opportunities

t hat are out there.
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Of course, all of this is difficult to
untangle froma nore gl obal impact over a prolong
recession and uneven one that is bringing
di sproportionately reliance in the |ow-inconme
community, but, to be clear, the | ow-to-noderate
income comunity where property values remain a
stressor also often ill-prepared to address the
added debt, and we have to come up with a ways to
create more inclusive and expansive way to bring
theminto the process.

Anot her area -- areas of opportunity,
you know, nei ghborhood of opportunities where we
continue to invest our grant and other nonies wil
i mpact the rate at which we're able to get some of
our buildings into a nore energy efficiency state.
It's conmpl ex, perhaps in some nei ghborhood anenabl e,

but this is the environment that we are operating

Regardi ng the energy tax credits
| endi ng and investing is still a devel oping science,
not everyone, and particularly nore exposed to the

banks, are full participants in the process, yet,
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they're still lending, and we had a coupl e of
exanpl es that may have been di scussed earlier in the
day obviously at PNC we have the 1-to-4 unit rehab
program and there | would share with you that to
make that program happen, it took some engi neering
to be sure.

More explicitly, PNC and the MArthur
Foundati on stepped up and made a comm tnment to
provide a $5 mllion pool to provide second
mort gages that were permtted up to a 120 percent
| oan val ue. Now most banks want to stop at about
90, maybe 95; on the comercial front usually 75 to
85. We were willing to go up to 120
percent, and we did this because we recognized that
we are still operating in an environment where
properties in |ow-income nei ghborhoods in particul ar
are separate from what we call a "valuation
conmpression” and that is at cap rates, and these
property it's not unusual to see them at 12 percent
plus. That's on top of 10 to 15 percent vacancies
and collection | osses.

So it makes it very difficult for
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t hose properties to break out and if you are not
willing to go above the traditional |oan value, you
are never going to be able to afford the cost of the
i mprovenents needed to make those buil dings energy
efficient.

At the same time, we convinced
ourselves after a lot of terrific work by our
partners at CIC and NHS, that the cash fl ow was
t here and that there was rental income to support
it. We just didn't have the val ues.

Anot her exanple would be on what we
did at The Hi spani c Housing Affordable Community
energy efficiency, essentially created an energy
company owned a conplex array of sol ar panel s,
geot hermal s and some ot her elements, and we
essentially modified the tax credit code. W didn't
| ook at that in isolation. W continued to | ook at
this in the context of how the Hi spanic housi ng was
performng as an entity and was so confortable that
we were willing to approve the risk, that the risk
was appropriate in our regulated environment.

| woul d, otherw se, share with you on
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the tax credit transaction, we, as a bank, are
aggressive and active in this market, but, for the
most part, we're |largely focused on what you would
call the large utility scale transactions.

In fact, the | ast one we did was over
a hundred mllion dollars, but why is that relevant?
It's relevant because some of these projects are
specifically designed to address the needs of
af fordabl e housing communities.

So | would give you the example of a
project that was essentially designed to convert
met hane gas into heat and energy and that heat and
energy in turn was used to fuel the conmmunity and,
t herefore, gave them access to a | ower cost energy
source at a time where the energy entity assigned to
that region really couldn't validate the cost of
funding all the infrastructure needed to adequately
support that town.

We recogni ze that these are inmportant
steps that we have to do to make sure that we are
addressing not only our urban residents but also our

rural residents as well.
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| am a chatty-kathy, so on that note,
| will turn it back to Suzanne.

MS. STELMASEK: Any clarifying questions fromthe
Comm ssioners?

(No response.)
Art.

MR. RENDAK: Hi, I'"'mArt Rendak with Inland Green
Capi tal . My conpany i s owned by the Inland Group
Conpany in Oak Brook. Some of you may have shopped
in the suburbs or either in the city and seen our
signs where we are discussing the retail business
and actually in the nultifamly we are pretty active
but also own a finance conmpany, which | oversee, and
we're involved in -- Inland Green Capital is
i nvolved in financing, buying paper, buying
financing, effectively something called "Pace."

| was just in Las Vegas, so one thing

-- 1 just flewin very, very late |ast night. One
thing I left in Vegas was a little bit of energy,
but 1'm energized by the panel that was before me

who tal ked about the fact that one of the biggest

stumbling blocks is access to capital.
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Pace is the acronym for Property
Assessed Cl ean Energy, and what it is is a financing
vehicle through an assessnment on the property. | t
was borne out of the stimulus program advocated by
Presi dent Obama. It worked its way from 2008,
whenever that was, to where it is today and it's
become sort of a -- because it's an assessment on a
property has a public conponent to it, but it's
al most universally inmlemented by private conpani es,
so it's a unique sort of partnership, and the beauty
of it is it's net to zero to the nunicipalities or
counties who issue the paper under their
jurisdictions, so it's a hundred percent financing.

There's two conponents of Pace, so
it's inmportant to segregate those because they are
uni que and have different chall enges. The
residential Pace is for properties that are
one-to-four units; for residences, obviously, and
then there's commercial Pace, so in the industry we
have those two Pace.

Commercial Pace is everything that is

not residential Pace, so not only affordable housing
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or any other nmultifamly products but industrial
offices, you know, hotels. It could be retail, golf
courses, churches, any kind of property type that is
not residential, and Pace is viable, and 31 states
have passed Pace | egi sl ation.

Unfortunately, our state they did pass

somet hi ng. It's sort of an ineffective bill. I
don't know, maybe Chris will talk more about it, but
there's a Senate Bill 116 that's making its way
t hrough the system Hopefully it's a bill that will

all ow for an effective Pace program as the State of
Illinois, and it's just -- you know, |I'm not a

| egi sl ative guy. |"ma finance guy giving you what
| think froma |layman's perspective.

Our state has home rule, so there
could be some other issues here that are unique to
our state or states that have honme rule, but
typically states have | egislation and the | ocal
districts would form perhaps something called "The
Green District,"” and that Green District would opt
in on state |egislation and then they can i npl ement

financing in that district and the financing that is
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structured.

Again, it's a lien on the property in
the formof an assessment. The lien is pari passu
with the Dred-Warren Tax, so that usually the
assessor bills it. It doesn't always work that way
in the rest of the state, but that's typically the
way it's done.

The financing is a hundred percent for
qual i fying energy inmprovenents. The termis the
useful life of the product. So if it's an HVAC
system it's nore than likely it's 20 years. Sol ar
today with the techniques and the technol ogy is
pretty much a 25-year product. Most of the
financing is limted to 20 years. It's a fully
anortized 20 years structure and it runs with the
property.

So for the two gentlemen here that
were on Panel 3, for those of you who were here,

t hat woul d give them-- they would have the right in
theory to transfer that lien to the next owner if
t hey ever sold their property. So the hundred

percent financing, which I think is obviously a
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tremendous structure, long-termrepayment structure,
is a great product and it's unfortunately not
i mpl emented enough in the United States to where it
should be, but it's getting there.

The conference that | was just at in
Las Vegas, which was on a variety of topics, related
to energy financing. Pace is the tips of a | ot of
peopl es' tongues.

The residential Pace world, just to
give you a perspective, Illinois is not
contenpl ating a residential Pace program | can
tal k about that |ater, because there is some issues,
and | don't want to talk about the |ender, the
| ender of Pace -- the nortgage | ender and Pace
| ender relationship, but the comrercial Pace is
what's being di scussed.

So in this case the one-to-four famly

unit would be contenmplated at this present time and

| will give you two m nutes. Freddi e and Fanni e
don't |ike the product. It does prime their
mort gage, and because of their distaste for it, it's

not accepted.

171



10

11

12

13

14

15

16

17

18

19

20

21

22

There are only really three states
t hat have residential, California, Florida, and
District of Col umbia. Some states have passed
| egislation, but it's not being inplemented, but the
residential Pace product is 1.1 billion and
counting, unbelievable job creator obviously, you

know, energy savings.

California is a very high utility-rate
state, the solar -- they have more sun than we do,
but the solar, if you go in a subdivision and, you
know, suburban LA, you'll see a |l ot nore sol ar
panels than you will ever see here, you know, you

probably see one, but it's a good product, but it's
for another day, and commercial Pace is a start for
our state hopefull.

There's a national movement to get FHA
a conservatory of Freddie and Fannie to relax their
obj ections, especially since it was a Wite
House-structured program The White House actually
wrote a white paper to help guide underwriting and
so, you know, the industry's best practice is to use

t hat white paper, but commercial -- what's happened
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to -- what best practices in commercial have been
is to get the nortgage | ender to consent.

If it's an existing nortgage in place
at the time of the assessment, the assessment is
senior to the mortgage so that is a concern for sonme
| enders, but it's workable and, you know, in
California there's been $65 mllion of comerci al
Pace, which is endorsed by the President. Al nost
all the bills have been in Florida and California,
so California has been -- it's been through the
years really a | eader in Pace.

What's happening with the |ender is
once the nortgage | enders understand it existed,
they feel more and nore confortable. It can't be
accel er at ed. It's not a senior nortgage and you are
not subordi nating anythi ng. It's just gets added to
the tax bill, and if they're escrow ng, you know,
there's things that can be done to sell off the
product .

A hundred and seventy-six mllion of
commercial Pace is in the United States. Our

nei ghbor states of Ohio, M nnesota, W sconsin,
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M chi gan, and M ssouri, have all passed Pace
| egi sl ation and deals are being done in those
st ates.

We just did the first deal in
Kent ucky. My role and our company is buying the
Pace financing, so | think |I said that the
muni ci palities and the counties who -- you know, if
we had a little more time in here -- public funds
are difficult to come by, to staff and inmpl ement
programs. Private conpanies that are inmplenmenting

programs, the issue which is the county where the

taxing authority will issue the paper and then
I nl and Green Capital or our conmpetitors will buy the
paper and we'll hold it, you know, keep the paper.

For affordable housing, it's a great
product for any property type. It's particularly
great for anybody who doesn't have access to capital
and can't go to their bank and get a draw of
$300, 000 capital inprovenment and perhaps woul d not
use the serrated product because it's nore
expensive. The higher serrated products -- you

know, with Pace they can get the best product. Why
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do they -- obviously for Pace, hopefully it's -- at

|l east it's a positive to the property owner, the

utility savings will exceed the anmount of the tax.
The tax is fitting, so the lien -- the assessnment is
fitting.

The theory is the utilities are going

up, up, and up and the savings would be exceeding
the tax, but we hope that it's not neutral,
especially for guy Iike on the |ast panel who have a
need and it's a problemlike my AC systemis
coughi ng and what am | going to do to pay for it.

Pace has a terrific solution, that
100 percent financing off balance sheet, not the
recourse, the taxes come with the property but no
guar antee, no personal guarantee so if there's some
credit problens.

Peopl e haven't paid their taxes for

the |l ast three years, there's best practices for

t hat . lt's a mnimum mninmum credit eval uati on,
and we certainly hope that Illinois and our home
state will pass the legislation. W |ove to be

active participants in the Pace process, but even if
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we are not, even if we're

reasons or whatever, it's
| said, | hope we get in.
any questions.
MS. STELMASEK: Chri s,
MR. MEI STER: Thanks.
| "' m Executive Director of
want

Aut hority, and I

because | got a call

energy efficiency issues that

somehow | get get

into it about

years has passed,

to play a role here.
So j ust

Aut hority is, other

when Chai rman Sheahan came on,

here at

space. | am grat ef ul

what's known as a body politic and corporate of

st at e.

mont hly.

participate on this.

asked to be involved

once every two years and about

and so here |

a word about

t han the fact

to him for

We have a 15-nenber

not for conpetitive

such a great product. As

| will be happy to answer
pl ease.
Thanks. Chris Meister.
the Illinois Finance

to thank Chairman Sheahan

This is
are somet hing that
in or fall

t wo

am and so |I'm happy
what the Finance
t hat at

one point

we were a subtenant

the 1 CC, because we were changing office

that, but we are
the
meet s

vol unt eer board,
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Our current chairman i s Rob
Funder bur g. He runs a community bank up in Rockford
and the State of Illinois, and we operate wholly
outside of the state budget taxpayer appropriation
system so we earn our own nmoney. W support our
own operations, and we do that because we actually
have a product that the marketplace allows us to
charge fees for, which is we are known as a conduit
i ssuer of federally-tax exenmpt debt.

Most of you have heard that cities,
states, other |l ocal governments can issue tax-exenpt
debt and under the federal tax code what | like to
call two parts of a house, non-profits for
non-for-profit purposes and certain individual
busi nesses can act as the tax-exempt markets, but
t hey need a conduit issuer, and the |IFA, the
II'linois Finance Authority, they opt for the State
of Illinois.

Now nost of what we do is non-profit
hospitals and education, so Rush Hospital,

Nort hwestern, U of C, Advocate, DePaul, St. Francis,

Uni versity of Joliet, University of Illinois, but we
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al so do for private borrowers known as farmers,
manuf acturers, |ike Freeman Seeding on the west side
of Chi cago, but we al so have --

COMM SSI ONER ROSALES: ' m sorry. \What was the
one on the west side Chicago?

MR. MEI STER: Freeman Seeding on the west side of
Chi cago. We also, within our statute, can issue on
behal f of housing projects, and specifically | ooking
at for-profit projects, and, more inportantly,
newl y-pointed Illinois Housing Devel opment Executive
Di rect or Hamerni k, obviously there is a higher
agency devoted to housing programs, but what we do
fromtime to time is shoot back bonds, and we have
done that on behalf of Catholic Charities, and Oak
Par k Devel opnment Corporation, and Hi spani ¢ Housi ng,
but I think that the real take away is we are able
to deliver material and econom c value for the
borrowers which is there was a delta between taxable
rates, which are typically higher and tax-exenpt
rates which are typically | ower.

Now when | joined the authority in

"07, that delta was between 150 and 200 bases
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points, of a difference between a nortgage at
4 percent or a nortgage at 5 1/2 or 6 percent.

Wth the great recission, with the
compression of interest rates, that delta has shrunk
to sort of the 40, to 60, to 70 percent range, and,
in addition, some key factors that provided market
access, key tools went away.

When | joined the Authority in '07, a
borrower non-profit involved in housing they m ght
have been able to purchase bond insurance or get a
bank letter of credit and their credit would be
basi cally AAA, AA-rated bonds.

For various reasons, those have gone
away, so the access to capital, because of a | ack of
credit support, in our world has by in |arge gone
away. The mar ket has changed, in other ways, too,
is that it used to be most of what we did was a
public offering, and there's a website call ed Emuas,
call ed emma. org, and you can type in Rush
Uni versity, Advocate, Illinois Finance Authority,
and you will get an official statement and a whol e

series of information, but |arge commercial banks
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| i ke PNC and others have taken to buying tax-exenpt

debt .

So that is a long way of saying there
needs to be -- when we approach energy
efficiency and -- energy efficiency and

| ow-to- moderate i ncome housing, there needs to be a
mat eri al econom ¢ benefit for the devel opers and
owners of these projects.

And | think in Illinois, as you heard
t he panel before and as my coll eagues and panelists
have spoke, that there are various tools that are
out there. They don't always come together in as
integrated of a fashion as is possible.

| think I know Molly | ong before the
Depart ment of Commerce was here. | just want to
hi ghl i ght the DCEO program because | think it's
been recogni zed, and |I think both in the |ast panel
and this panel, it sort of illustrates the the type
of successful programif sufficiently funded, and,
again, we're currently in the mdst of a budget
i mpasse, but | think it's a good illustration.

The Department of Conmmerce and
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Econom ¢ Opportunity has the efficient housing
construction grant, which basically means that when
you are building new construction, |ow-income
construction, or when you are rehabbing it, you
basically have the project or the unit down to the
studs, you can qualify for a grant of up to 4600
mat chi ng grant of up to $4600.

Of course, when the unit is down to
the studs, that is the best time to make rather
dramati c housing energy efficiency inmprovenents,
because the people aren't there and you can do a | ot
with insulation, and electricity, and plumbing, and
t hi ngs without breaking into walls and throw ng
peopl e out.

| think that's an illustration of sort
of the way that a grant can sort of take the place
of equity in much the same way that a housing
devel opment authority's tax credits take the place
of equity when they issue bonds through that
program

Getting back to the delta that | was

descri bing, because one of the things that worries
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me about applying tools that may have been
successful in other states on energy efficiency
financing, and there are a | ot of people in this
room that are a whole ot more expert on this topic
than I am but | did pull up the U. S. Energy

| nformati on Adm ni stration's ranking of

kil owatt-hour costs, is that Illinois as cross
sectors have fairly |l ow energy costs, and now,

again, there is a delivery component, but when you
are investing in energy efficiency, and whether you
are doing some sort of on-bill, or Pace, or
sonmething like that, you were | ooking to finance the
savi ngs out of the delta between hi gher energy costs
and a nore efficient unit and just an example is
that the average kil owatt-hour as of July 2015 in
Illinois is about 8.4 cents, and in a state |ike
Connecticut 15.5.

So, obviously, energy efficiency
investment in the State of Connecticut, you are
going to have a lot nore roomin that delta for
financing, and | think -- | think this is an

i mportant fact to keep in mnd as we approach
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t hi ngs.

Again, | was very pleased to have to
have I nland here, because they have real world
experience in purchasing these products, purchasing
this debt, and | think helping to adm nister these
prograns.

MR. RENDAK: Yes. Yes.

MR. MEI STER: So Southern California has been a
real |eader in these sort of programs and this is
where they are active, but | think that these --
and, again, Art was better than | was, because it's
been a couple of years since | touched on this, but
he identified sort of the advantages and
di sadvant ages of this structure.

Years ago when this first came out, |
was involved with the first version of Pace
| egi slation that percol ated out through state
senator in our state M ke Fergerrise, and the
| anguage was about a paragraph |long and a
constituent had come to see himand said to him
"See what the President is doing with the |anguage

t hat you need. Why don't you pass it, and, of
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course, he passed it, and then | took it to a bond
counsel and he | ooked at ne, raised his eyebrow, and
said, "I'll never be able to wite a bond option off
of this."

So I'"'mthinking something like this is
what you need, Senate Bill 116, and, again, it's
instructive for the reasons why | highlighted it is
that this has been something that has been kicking
around the | egislature since "08, '"09, and it's now
2016. Again, a lot of stakeholders are the nodel of
Senate Bill 116 is based on special service areas.

Our friend, the banker pointed out the
special service area fatigue in some areas, but this
speci al service area nodel was something that
existed in Illinois |aw and was certainly
financeable, and so that's why it was used, and it
al so allowed for a property owner to opt in and opt
out, so you we are not worried about contiguous
districts and conti guous pieces of property, but |I'm
very glad that it's still under consideration

| understood that both sponsors Lou

Lange and Senator Biss are very commtted to it, and
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| think discussions |

i ke this -- |

appl aud the | CC

for having us here and asking everybody to bring

their thoughts and ideas to this,

bring i

t back as | think that

but 1"Il just

the key point is

what ever program or set of programs is ultimtely

going to become policy or nore effi

our state on this very inportant

cient policy in

topic is that we

need to be able to clearly articulate and

denonstrate what the

the | ender,

t he bui

to the borrower,

mat eri al econom ¢ benefit is to

| di ngs, because | think that

state need it.

MS.

don't think we have time for
everybody for all the great

financing mechani snms t hat

STELMASEK: Gr eat .

Chai r man or

gquesti ons, otherwi se,

to ask.

CHAI

t hat |

better

RMAN SHEAHAN:
think is sort

conmuni cati on,

and to the residents of

people in our

Thank you, Chris. I

Q and A. Thank you
overviews of different
you are worKking on.

Comm ssi oners have

| have a couple I'Il be happy

You know, one of the thenes

of emerging is the need for

coordi nati on,

and organi zation
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of , you know, kind of very fragnmented areas both in
terms of policy and finance.

If there were one or two things we
could do to help inprove that, what would they be?

MR. RENDAK: | guess maybe that's me, because |I'm
in the private sector.

You know, | think -- | think that the
sort of coalition or seeking advice, and | have
never been involved in a bill before, and I
apol ogize to try to provide advice on Senate Bill
116, but | thought it was good that the |egislators
and the fol ks whose maybe were famliar with Pace
sought out someone in the great capital and others,

environnmental, finance, business, to understand how

to wite a bill that would be favorable to the
experts in sonme states that can pass a bill where
there's no product, and so -- and once they were

written like this more or less Iike SB 116, not the
one paragraph version of 2009, because the
[imtations put in them were such that the markets
just won't put capital into.

There's an up front cost to devel oping
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Pace, and |I'm only speaking for Pace, but it's a
fairly healthy capital outflow to hire folks to
educate the market pl ace about the product, you know,
to help the banks understand why they need to, or
t hey should, or hopefully consent to the nortgage,
so there's an outreach program on top of the bond
counci | . It's a bond or finance council and all
that stuff, the | oan docunents that need to be put
in place, because of a lien, and it's a tax lien, so
there's a lot of things to put in place and be great
if we had -- if all these different jurisdictions
are going to opt in, which would be great.

| think -- at |east by word of nouth,
| think there's a |ot of folks who want to opt in,
you know, especially in places where their econony
has been a little stagnant that we maybe even come
up with some sort of universal financing structure
so folks |like Tony don't have to | ook at 17
different | ender consents and 17 different sets of
docunments if they're going to review the docunents
and consent to them so, you know, that's best

practi ces makes some sense, but that's asking a |ot,
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because we have the politics of all this.

Again, I'"mjust a finance guy, so |
t hi nk, you know, because this is sort of a
public/private relationship, | think what's being
done is great, and | hope we have other
opportunities like this for other types of
| egislation fromnmy |ayman involvement that they
seek out advice fromthe stakehol ders.

MR. SM TH: | was going to say that was the
perfect question for Stacie because | think it is
really why Preservation Conmpact exist, and | hope
you are going to advertise it.

MS. YOUNG. Gr eat . | did not pay Tony to say
t hat . Tony is on our energy working group and we
talk a |l ot about this question and we talk a | ot
about the question of consistent messaging.

There's a | ot of good prograns out
there. There's a |ot of good utility programs,
for-profit programs, other prograns and incentives

out there.

Someone from Ameren -- | don't know if

he's still here -- said something that was really
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great, which is on the | ow-nmoderate side, you know,
and Molly said it's more expensive to grab these
funds, and so on the | ow- noderate side if you have
your foot in the door, you better push all the way
in and grab everything you can.

So to the extent that we can have the
same nmessage, if there's a utility that has their
contractor and they're doing direct installs, make
sure that either you are doing your own deep
retrofit or you are having a deep retrofit done, and
you are tal king about on-bill financing or another
way to finance the deep work, how can you use all of
t hese programs to get thatat deep retrofit and that
real savings.

So we have been talking to utilities
about a regular marketing working group. Another
owner on the panel mentioned it's difficult for
anot her owner to understand the rebates and
incentives that are here one m nute and gone the
next .

It's difficult for utilities to figure

t hat out, too. W talk to them about it, so |I'm not
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expecting themto wave a magi ¢ wand; however, in our
messagi ng we all who are running these prograns are
talking to the owners, we need to have all the sanme
information. W need to be saying the same thing
t hat when we are tal king about financing, we get a
realistic picture and say right now the pipe is
| eaki ng and that you can get rebates on, but it's
only been around for six nonths, you know, you have
to act now.

|f we have the same information, that
means cross-marketing, that means cross-training, so
that the i nplementers know about our program our
contractors know about all the different programs
that are being offered, so that again if you are
going to get your foot in the door, do everything
you can to make sure they have all the information
so that you can do as much work as they.

MR. SM TH: | will go one step further.
Preservati on Conmpact, which includes most of our
government bodies, certainly locally, together with
a very good cross section of affordable housing

advocates and a few bankers, they let us every now
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and then, but the whole idea was to make sure that
you had a representative sampling of different
voi ces so you could collect all of that information
and acknowl edge the fact that it's a dynam c rather
than static set of data that we are working wth.
When we think we got our arms around it, the world
changes very quickly and we have to be able to adapt
and then get that information out.

Of course, when you circul ate
information, you are conmpeting with someone over
| unch. You m ght get 10,000 tweets a day dependi ng
upon how many people you are connected with and how
do we make sure that this data doesn't get |ost.
It's a real challenge, and particularly when the
data is as conplex as that which m ght come out of
either the state or out of your nortgage partners.

It's really difficult, and nmost of the
fol ks who are working on this, a |lot of us are
vol unt eers. This is what is we do after work to get
all this data out, and, so it is a challenge, and
t hen, of course, continual funding for information

that's reflecting this kind informati on and then
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synt hesizing this and articulating it in a way that
some of our partners can really understand.

Because you start tal king about a tax
credit and Pace and you are with a | ocal
not-for-profit that's run by a gentleman who is
running a church the other eight days of the week --
| have been told they have eight days -- it's a
difficult chall enge.

MS. STELMASEK: "Il go ahead and build up on the
Chai rman's questions and everything you just said
and ask do you see pathways for more robust
col l aboration between a finance guy and the
utilities and the building owners in these prograns?
And if you do, what are the kind of inpacts that you
think actually building up of the pathway
financially have on those progranms?

MR. RENDAK: Well, you know, our partners in Pace
are contractors who pretty much sell the product or
will be sort of a Pace admnistrator, sort of a
whol esal e partner, so they outreach to the vendors
who -- you know, it depends on the scale of the

project, a big giant solar project, a shopping mall
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or something is going to get a | ot of people
involved in the sales. It's your typical 50,000
square foot industrial building or small six-unit
apartment conplex. The vendor is going to be
selling the product, and perhaps there's going to be
an energy audit and there's going to be sonme
environmental firminvolved to reflect on the
econom cs

Again, if the HVAC steam boiler's
coughi ng and not working, there's no time for that,

so they need what they need and they don't have the

capital, it beconmes a real problem
So | don't know if | answered your
gquesti on. | think there's a coll aboration between

finance fol ks, vendors, and with the ESCO service
conmpani es all working together, and the alliance of
Pace has been interesting, because it's finance
peopl e, unions, and the Sierra folks, so it's great,
and, | mean, we're not the same people we usually
see at meetings, but it's wonderful.

MR. SM TH: | woul d answer somewhat differently,

but it's consistent. You menti oned one word, the
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audit or, said another way, projection.

As a |l ender, we want to be convinced.
We want to be convinced that there is going to be
savings and that savings again is expressed as an
i mprovement in the cash fl ow.

Lenders and comunity investors do
| ook backwards. We | ook at the historic performance
of an operation, and this is a challenge to | ook
forward towards an income or cash flow savings
that's saying we are going to outperform what we did
in the past sinply by improving the energy output or
cost to our business.

we want to believe that, and,
therefore, getting that audit in helps us validate
t hat assunpti on. Again, it's contextually within
the total cash flow of the business that that's done
effectively. It becomes a nore conpelling argunment
for making the capital available to finance those
projects, so having experienced contractors together
with having a viable audit for those projected
i mprovenents is critical to making adjustnments, and

particularly when numbers get very | arge. Looki ng
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at $50, 000 i nprovements versus one that's going to
be several mllion dollars, it's a big difference
t hat becomes critical.

MS. YOUNG. Also, | think in addition | talked
bef ore about cross marketing and just having a
website where everyone is each others' prograns,
and, you know, to Tony's point about the audit, it's
confusing if someone is comng to your building and
starts | ooking around, you are fromthe utility
company and |I'm going to do an audit and they direct
install, and then, you know, they find out about,
you know, our financing program and they say | have
to do another audit, that's because it's the first
audit, | didn't cover enough material, so certainly
it's inconsistent perhaps to start an auditing, so
it's the same audit across progranms, and | guess |
don't need an audit. | don't run that part of the
program  That's not a small task, but it does seens
i ke getting into that kind of same foundation would
be a huge | eap.

MS. STELMASEK: Are there in your various

experi ences common reasons that you come across that
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people don't follow through with energy efficiency
projects, either specific to your financing
mechani sm that you are famliar with or in general
and are there things that you need to identify that
may hel p people cross over that bridge to actually
go through with that progran? | think you really
want to explore different ways we can help
facilitate this.

Chris, | know you have seen energy
efficiency from varying perspectives, and, as you
said, maybe once every couple of years you probably
have a little bit of higher |level viewpoint on some
of the trends that you want to address for us?

MR. MEI STER: Actually what | would like to do is
maybe turn to Art and to have him describe their
successes in Southern California and other states

with some specificity, because | think that the

chal | enge that we have in Illinois -- | mean, one
real change that | view, regardless of whether
| egi sl ation passes or inactive or not, | think is

real change between the delta between savings and

energy costs, but I think running a successful Pace
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program in another state | think clearly sort of
describing that will probably give ideas to the
st akehol ders.

MR. RENDAK: Well, relative to Pace, it's
di fferent than some of the other prograns. Pace
requires the |l ender to consent, so in a place |like
California where there's been over a billion dollars
of transactions, | think the average -- just to give
you a sense of, the average residential pay |loans is
$20, 000, so divided by $20,000 is -- whatever it is
is a lot. "' m not that good a math guy, but the
average commercial is 366,000 around the country.

So the residential is not getting the
| ender' s consent and it obviously is succeeding, and
it's part of the reason why Freddie and Fannie is
not crazy about it.

On the commercial side, again, best
practices, because it's putting a lien on your
property if you have got a mortgage typically in
defaul t. If it's a voluntary lien, it would be
somet hing different.

So the states where Pace i s not wi de
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spread, getting the |lender to sign a piece of paper
is a very challenging thing, because they don't
understand it and it is something you got to go to
your credit commttee and it turns into a major
maj or travail for the borrower who needs the product
fast.

So the best part of the outreach,

t he program adm nistration is a private enterprise
to create a brand as a tool just |like our nortgage.
Everybody know what a nortgage is, and perhaps in
California or the nmost part of it, they know what
Pace is, so it's easier for the bank to understand
that it's not a nortgage senior -- it's not an
accel erated product. If it does default, God
forbid, the only thing that has to be paid is the
tax or the tax year's paynment assessment amount.

So the education process is with the
vendors and the users is inportant as it is with the
| enders and certainly whoever is running the program
here in Illinois, hopefully that happens, that
shoul d be one of their job wants.

| don't think really -- 1 don't
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believe that I'"'mreally aware of any deals that were
| ost where people decided to go forward with Pace.
Certainly a bank product or the other products that
are avail able, home equity, residential, some sort

of a bank product could be cheaper, better, whatever

t he person's needs are, but | think it's -- | don't
t hi nk anybody -- it's been nore the process because
it is -- there's a public conponent to Pace, it does

tend to make a pendi ng process |onger, and one of
the things the residential guys have done is made
t he approval al nost instantaneous |ike a credit
card.

So it's been a real reason why --
anot her reason why residential done. So Chris is
right, the utility rates, the two highest places
where Pace is successful is in Connecticut and
Cal i fornia.

This a real quick sort of check on
that, that certainly solar Illinois at eight cents a
kil owatt would be a chall enge because the sol ar
busi ness you are selling electricity back to the

utility conpany and it's part of the benefit to sonme
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entity. The rest of the product still makes sense.

we al so have to |l ook at electricity.
Our grid is old and it's going to need a | ot of
upgrades and that's not going to be done for free.
It's going to affect all of us and our nucl ear

plants | think the youngest one is 28 years ol d.

Our coal business is going to be gone,

unl ess somet hi ng changes. | can't imagine it would,

and natural gas is obviously very cheap right now,
so that's a good thing, but that's going to be
chal | engi ng. Electricity is still critical and
renewabl es are great and they're growi ng in our
state every day, but | think that like 8 cents a
kil owatt-hour hopefully it would be great if we
could keep that |evel and maybe renewabl es woul d
hel p, but the facts indicate that's going to be a
chal l enge, maybe not, maybe not in the next decade,
but in the long termthey're not going to be
bui | di ng nucl ear plants, at |east based on the
current econom CsS.

MR. SM TH: "1l say two things. First off, it’

5 mllion, but do the math, and no surprise for

S
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California where they have gone through a number of
pl anned communities where they actually carved out
additional taxes just to cover the cost of bringing
utilities to those communities, so we have had a | ot
of experience there, and that experience can be
traced over at |east three decades, so they had a
ot of time to get used to these incremental taxes.

Getting back to your question you had,
| think that between El evate and CNT, you probably
have a pretty good database of individuals that have
actually gone through the audit process and maybe
made the election to or not to make i mprovenents or
you could probably draw on that and get very
concrete data around that.

A |l arge enough sanpling to actually be
a valid indicator of behavior, but one thing that is
clear, and that is that in the |ow-income
communities in particular, and |I'm going to draw two
t hi ngs, we have renters and we have owners, and the
benefit here the theory goes to the owner of the
property, so if you are a renter or, | should say,

an owner of a rental property, in theory there could
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be benefit to you if you can validate and finance
t hat particul ar savings.

Ri ght now in a lot of |ow-income
communities, the property value is not supporting
that incremental debt. That's a real chall enge; on
t he other hand, all the data suggest that even
t hough the recovery is uneven, we are beginning to
see inprovements in property values in what
traditionally have been some very |ow and | ow-income
nei ghbor hoods. It's not recovering as quickly as
some would say the Tale of Two Citi es.

The properties on the north side of
Chi cago, for example, are recovering nmore quickly
t han on the south side; on the other hand, | ook at
Pilsen, | ook at Hyde Park. Those are clearly --
Hyde Park is clearly not low income -- you see two
nei ghbor hoods that are showi ng dramatic recoveries
in terms of property values and now Wodl awn
i mMmmedi ately to the south of the University of
Chi cago, again, starting to show us inmprovenents.

So there's reason to believe that

while it may be a | onger recovery as those property
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val ues i nmprove, we may see opportunities to finance
t he energy enhancements that would even inprove the
energy efficiency of those buil dings.

MR. MEI STER: Com ng back to Suzanne, so | think
one suggestion that | have is that perhaps sone of
the utilities adm ni stered-based programs coul d be
directed to more of a deep energy inmprovement that
was identified and sort of the -- sort of thing that
is now a couple of decades old DCEO energy efficient
housing starting to enploy as kids.

So rather than an emphasis on
appliances or some of the other things is that maybe
there could be a portion of that diverted so that it
encour ages the sort of deep based down to the studs
SO you are going to have a |l arge payoff that is
going to keep paying for a low-to-m d noderate
income resident for a long long time to come.

MR. SM TH: The same thing could be said about
TIF where if those dollars were made avail able for
energy inprovement, what has | argely been
i nappropriate to say facade i nprovements, that we

m ght have greater inpact under disposable incone,
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and bye, bye to |ow-to-noderate incomes exposed, but
utility obligators admt that severa

| ow-to-moderate fam lies spend a di sproportionate
more energy.

So to the event that we depl oy dollars
that are going to actually impact their ability to
support their famlies helps, and | would even go
one step further, getting those |low-income famlies
to be owners of two-to-four unit properties creates
a revenue source for them as well and then in a way
we are creating small businesses even though it
falls out of the traditional definition, you know,
when you own four units and the revenues coll ected
on the other three is enough to pay your nortgage,

t hen you suddenly have enhanced the earning
potential and a long-term wealth accumul ati on
potential of those famlies, and so this would be a
very good marri age of energy efficiency and
addressing this wealth accunul ati on chall enge that
is such an issue for the |owest income famlies in
the communities we serve.

MS. STELMASEK: That's such a great point.
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Actually, Tony, your statement will bring me to the
guestion that | wanted to ask. Thank you for that
transition.

Are there programs in Illinois that
you guys think can be inmproved to better serve the
af fordabl e housi ng market or, on the contrary, is
t here programs and best practices from other states
that we think may be implemented in Illinois that
could al so address some of the shortfalls that we
heard about today?

And, Stacie, your work with on-bil
financing and energy programs with partners what do
you see today?

MS. YOUNG: So, again, we have two different
financing progranms for retrofits for nultifamly.
The on-bill program again is a wonderful program I
t hi nk other states are actually jeal ous of our
program  There aren't that many nultifamly
programs in the country, so we have a very good
program and kudos to the utilities for putting nmore
money into the pot.

The way that programs works it's a
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dol I ar per doll ar. Every dollar that the utility
puts into their pot is 100 percent one to one

guar anteeing a dollar that's | oaned out, and
typically anyone who's in finance, that's usually
not how we think about it. W have a |oan officer
per our energy savers program financing at CIC
that's about 30 percent and our | osses have been
very mnimal in that program 30 percent. You know,
it seems |like a fair amount, but it's not a hundred
percent .

So right now the On-Bill Programis,
you know, for these dollars utilities are putting
in, you know, so if we |oan out $50,000 for on-bill
then $50,000 is set aside fromthe utility's pot,
and, in addition, again nultifamly on-bill is new,
so we know fromour nultifamly financing that a | ot
is done m nimal .

So it would be great if it was |ike
50 percent, then you could stretch that noney out
further and finance that even nore. So that will be
a much nmore efficient way to structure the program

Again, | don't know exactly what needs
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to happen to get fromhere to there, but it seens to
me fromthe financing world 50 percent is plenty and
you will be able to stretch those dollars further.

Anot her thing would be on-bill is a
really great resource for governnent-assisted
property, because you don't have to put that second
i en against the property. All these gover nment
properties cannot take a second |ien. So right now
unfortunately -- again, these buildings have to be
under 15 units.

Again, in the subsidized world, there
aren't that many buil dings that are gover nment
subsi di zed that are under 15 units. They're | arger
bui | di ngs, because of scale. That's how you get to
efficiency is to do a big deal as opposed to a
smal | er deal, and so if we could increase the nunber
of units which allow an owner on-bill, that would be
great.

The other thing with on-bill, you
know, is you maxim ze the measures that are
al |l owabl e unless the utilities work out fine.

Qur on-bill program manager at CIC is
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in the room There's a few measures that aren't
part of the on-bill programs that if they were
included it could be a nore robust program It
could do deeper retrofits and get to better savings
in these buil dings.

MR. SM TH: "1l stretch a bit. For mpst of this
panel we tal ked about owner-occupied, whether it's
owner or investor owner-occupied properties.

There's a | ot of vacant properties out there, and in
theory if we were occupying those properties,
bringing them back in, we bring nore tax generation
to the roles and, therefore, create nonies that
could be deployed to do ot her things.

In this respect, we are seeing
nationally a growi ng number of private investors --
"1l call them weed back (sic), conpanies that are
acquiring the mortgage for single-famly properties,
rehabbi ng the same, and then renting them sometimes
renting to own.

In theory, that's a universe that we
ki nd of | ook out at outside of these kind of

programs, notwi thstanding the fact that again
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organically or naturally, when we retrofit sonme of
t hese homes, we make them nmore energy efficient, but
not al ways, and certainly it is not always
intentionally. |f you are selling rather than
hol ding for a portfolio, you are not going to be as
concerned with energy efficient programs of those
units.
So we probably need to broaden the
t hi nking to make sure that we embrace and perhaps
even encourage private investments, because if we
are successful, we can also strengthen nei ghborhoods
and i nprove the densities, in other words, get rid
of a lot of vacancies that also lend itself to other
unheal thy public safety and other outcomes, bring in
more rooftops, get nore viable small businesses and,
t herefore, job creation. It's all Iinked, and
encouraging us not to think of energy efficiencies
outside of the normal economc viability of the
nei ghbor hood.
MR. RENDAK: Pace.
(Laughter.)

| feel |ike Al Gore. lt's a | ock
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box, but, | mean, you know | think, you know,
certainly on the residential side, | think the
proper product that is blessed by Freddie and Fannie
is properly regul at ed.
| think residential Pace for

af fordabl e nei ghborhoods is an amazi ng product. | t
came to people who can't get it for whatever reason
they still have to pay the debt back, but it's not
credit driven, so it gives people a chance and I
t hi nk commercial Pace is just as effective for,
again, it's a great product for folks who can't
access capital areas where, you know, they're
underserved for capital, but no matter what
everything -- all these people here, and, you know,
capital drives the bus of helping some of the
af fordabl e housing process, and so |I'm not going to
make a speech, but | think Pace is obviously a good
t ool .

MR. MEI STER: | would like to see more of a
direct line between some of the utility energy
efficiency progranms that | think absolute partner

woul d be the Housing Devel opment Authority, because

210



10

11

12

13

14

15

16

17

18

19

20

21

22

because they have real established prograns and
they're engaged with devel opers, and one of the nost
effective tools that they have are tax credits which
ends up taking the place of equity or act as equity
in sort of financing, so | think it would be an
excellent way to boost energy efficiency and add to
the equity in a housing devel opment project by
runni ng sone of those revenue streams directly into
t hose progranms or those projects.

MR. SMTH: That's interesting. | think you
indirectly identified one of the risks in the tax
credit universe.

In the old days you had enough tax
credits and grants to cover close to a hundred
percent of the project, and today that's not the
case, and so there's a | ot of pressure on buil ders
to actually streamine the cost of the project, and
we haven't necessarily put them on the table and
hold them accountable for what are the energy
efficiencies that we give up, so it's probably
anot her one of those things we m ght want to

exam ne, or perhaps said another way, in the
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criteria for awarding the tax credits, let's hold to
a higher standard of energy efficiency.

MS. YOUNG: | am going to say one nore thing
worth underscoring. All of the DCEO affordable
housi ng construction program properties are funded,
so there's an absolute overlap there, and so it
sounds like they're working together already, but
that's just a critical and kind of obvious thing,
because IHDA is financing a |ot nore properties than
DCEO, but certainly | think probably every unit that
is funded through that DCEO programin and out of
that portfolio for the City of Chicago certainly one
way or another they're receiving some sort of
gover nment subsi dy.

MS. STELMASEK: All right. | think we have time
for one nore question. | think everyone has had it
fairly easy up here today, but even so, on the
difficult questions, I'"'mgoing to ask this and we
are going to get out of here.

John Brauc brought up on the panel
t hat happened before |lunch that one of the nost

difficult things they had an unfunded stream They
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don't know what rebates they are going to add. They
don't know what programs are out there right now.
It actually prevents buil ding owners from moving
forward to the progranms that they want to undert ake.
How do you fix that? | think I know what Art is
going to say.

MR. RENDAK: John actually described Iike 200, 000
in the hallway.

(Laughter.)
It works for John. Lenders are

okay with it. It gives that same set of rules |
t hi nk he was tal king about some insulation and m ght
have been 25,000, but the cost of that transaction
you have to look as if you can combine with some
ot her things, you know, and increase the anmount of
principal, but when we to get a 20-year
anmortization, we get a hundred percent financing. I
woul d assume that would be something that was very
dear to them

MR. SM TH: It's a big depend. So |l wll tel
you what we have done. We have actually put bridge

| oans in place. It's not confortable having to say,
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well, we are bridging the schedule of payments from
our governmental partners, which have someti mes been
unpredi ctable, but what we do is we don't attract

it.

We understand that some of our
i nvestor devel opment partners have been tremendously
successful year after year at wi nning awards and we
support themin that respect.

In some cases we find that they have
ot her assets that we can use to create worKking
capital facilities or we will partner again wth
some of our very productive partners that make sure
t hose nonies are avail able, but you have to be
comm tted to making sure that that energy efficiency
af fordabl e housing is a priority and the sane
respect as a bank.

Of course, we manage our granting
process the same way, and, you know, there's three
degrees or 60 degrees of separation in nmost of the
uni verse and the affordable housing and energy
efficiency savings may be one, and so nost of us do

know each other, directly or indirectly, and we
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often are able to coll aborate to make these projects
happen.

MS. YOUNG: So | know how tall the buildings are
t hat these guys work in. They don't know about
el evators, so here's ny really fast el evator speech.
Coordi nation, consistent messagi ng, consistent and
cross marketing, and cross training, and nore
coordi nation, and | think poor John Brauc will then
know if | don't finish this by June I'm not going to
be able to fund it.

MR. MEI STER: | think predictability, and
reliability, and transparency of the product on the
stream for incentives is one of the reasons why tax
exemptions work as a financing tool, and | think,
since | understand that a | ot of these streanms come
t hrough the Comm ssion, the Conm ssion can play a
very important role in priority over predictability
and transparency.

MS. STELMASEK: Join me in a round of appl ause
for our panels.

(Appl ause.)

|l will turn it over to the Chairmn.
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CHAI RMAN SHEAHAN: Thank you. Thanks to all of
you again, presenters, panelists, the audience, and
| want to offer a special thanks to Anne Evens and
her team Anne, and Suzanne, and Anastasia and
El i zabeth for organizing it. It's really been a
fascinating day. | know that we all | ook forward I
think to working with you and i nproving the
environment, and with that, thanks.

(Wher eupon, the above

matter was adj ourned.)
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