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INTRODUCTION AND BACKGROUND

A. | dentification of Witness

Please state your name and business address.
My name is llze Rukis. My business address is Wisconsin Public Service
Corporation, 700 North Adams Street, P. O. Box 19001, Green Bay, Wisconsin

54307-9001.

By who are you employed and what position do you hold?
| am Manager- Alternative Resources in Regulatory Affairs for Wisconsin Public
Service Corporation (“WPSC”), a gas and electric utility subsidiary of Integrys

Energy Group, Inc.

B. Background and Experience

Please describe your education and business experience.

| have an MBA degree from Indiana University (Bloomington) with a marketing
emphasis. | have worked in the electric utility industry since 1979 in various
positions including corporate governance, finance, and financial analysis. Since
1987, | have been involved with public benefits, such as low income, energy
efficiency, distributed generation and renewables, and more recently in such

related issues such as decoupling. | have been employed by WPSC since 1993.

C. Purpose of Testimony

What is the purpose of your direct testimony in this docket?
The Illinois Commerce Commission's (ICC) order in ICC Docket 06-0540

included as a Condition of Approva that The Peoples Gas Light and Coke
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Company (“Peoples Gas’), and North Shore Gas Company (“North Shore”)
(together, the “Gas Companies’) propose to implement energy efficiency
program(s) (“Programs’) consistent with certain other Conditions pertaining to
the implementation of the Program(s). The Gas Companies accepted all the
Conditions.

The purpose of my direct testimony isto:

. Describe how the Gas Companies have met the Conditions of
Approva included in the order in Docket 06-0540, specifically
conditions 27, 28, 29 and 30 as listed in Exhibit LTB-1.6.

. Provide an overview of the Gas Companies proposed process to
implement Programs in the Gas Companies’ service territories.

. Provide a general description of the kinds of programs and efforts
that could be included in the Energy Efficiency Programs offered
in the Gas Companies service territories, and how they could be
promoted.

o Provide support as to why the proposed funding level of $7.5
million is reasonable and appropriate.

. Provide an illustrative overview of the form and substance of
reports that may be produced documenting the results of the energy
efficiency initiative.

D. Summary of Proposed Programs

Q. You have referred to the Gas Companies. Are the Gas Companies proposing a

single program or are Peoples Gas and North Shore proposing separate programs?
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Peoples Gas and North Shore will propose substantially identical programs
because that is what logically follows from the Commission’s order in ICC
Docket 06-0540. However, as will be clear from Ms. Grace's direct testimony
(Peoples Gas Ex. VG-1.0), Peoples Gas and North Shore will each have separate
Programs. For example, each will have arider to govern the Programs, each will
have a specific dollar amount allocated to the Programs and each will have utility-
specific charges to recover the costs alocated to that utility’s Program. Peoples
Gas and North Shore intend that each utility fund programs for the benefit of
customers in that utility’s service territory. While the same administrators may
manage the Peoples Gas and North Shore funds, it is the Gas Companies
intention that the funds be accounted for separately so that Peoples Gas customers
benefit from amounts they pay and North Shore customers benefit from amounts
they pay. In other words, if $6.4 million is recovered through Peoples Gas' rates
in a given year, then those $6.4 million should fund programs in Peoples Gas

service territory.

How will the funding for these Programs change in the event of a statewide
energy efficiency mandate, as recently proposed by the Illinois legislature?

Upon the approval of the ICC to collect $7.5 million for implementation of the
Programs, the Gas Companies are committed to continuing the support of energy
efficiency at no less than this amount. Should the State of Illinois, or other
government entity with jurisdiction, require the Gas Companies to fund energy
efficiency programs as part of a statewide initiative or as part of any other such

initiative imposed on all or some lIllinois utilities (“new initiative’), the Gas
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Companies will continue to fund the Programs established in this case at the level
for which the Commission has approved cost recovery, less all amounts that
customers are required to contribute to the new initiative. In any year in which
the funding required by the new initiative equals or exceeds the amount that the
Gas Companies would fund under the Programs, the Gas Companies would not
fund the Programs established in this case. As discussed by Ms. Grace, the
reconciliation mechanism under the Gas Companies tariffs for the Enhanced
Efficiency Programs (“Rider EEP’) would ensure that any funds collected for the
Programs but not expended due to a new initiative (or due to any other reason)
would be refunded to customers. This means, for example, that should the State
of Illinois or other government body establish a funding mechanism for energy
efficiency in Illinois that would result in an obligation of $5 million for the Gas
Companies, the Gas Companies would continue to collect $7.5 million in support
of the Programs of which $5 million would be pursuant to the state program and
the remaining $2.5 million would be pursuant to the Programs established in this
case. For smplicity, examples are couched in terms of the Gas Companies, but
the review of how much each utility funded would occur separately for Peoples

Gas and North Shore.

Notwithstanding any action of the State of Illinois or other governing body, is it
reasonable for the Commission to approve and the Gas Companies to implement
energy efficiency in the amount of $7.5 million per year?

Yes. lllinais, like many other states, is dependent on natural gas that is imported

from other states and countries. Natural gas prices have increased sharply, which
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place not only afinancial a burden on residential and business customers, but also
affect the ability of the State of Illinois to grow its economy and be competitive.
Energy efficiency programs can reduce expenditures for importing natural gas
supplies and assist all customers in better managing their energy use and lowering
energy bills. Thisamount satisfies Condition 27 of the Commission’s Final Order
in Docket 06-0540, and, as discussed below, is sufficient for the types of

Programs expected to be implemented.

Did the Gas Companies meet with the stakeholders named in Condition 28 in ICC
Docket 06-0540 to develop, agree and present in good faith the details of the
Programs?

Y es, the Gas Companies had a series of discussions with the Environmental Law
and Policy Center (“ELPC”), the Illinois Attorney General and other interested
stakeholders on how to implement the Programs. These meetings were
productive and informative. While the group did not reach agreement on every
aspect of the proposed energy efficiency process, there were many areas of

agreement.

IMPLEMENTATION OF PROPOSED PROGRAMS

Please describe the Gas Companies proposa for implementing Programs in the
Gas Companies’ service territories.

The other stakeholders have indicated an interest to be active participants in the
direction and design of reasonable and cost effective Programs. To this end, the
Gas Companies have developed a structure and process that is independent from

the direct oversight by the Gas Companies to the largest extent practicable,
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permits ELPC and interested stakeholders to provide direction to the Programs
and aso is flexible enough to comply with any tariff requirements or other

Commission requirements.

A. Structure and Process

Please describe the Gas Companies proposed structure and process.
North Shore Ex. IR-1.1 illustrates the proposed structure and process for
implementing the Programs for the Gas Companies. This structure, which
features third parties in key roles, satisfies Condition 29 of the Commission’s
Final Order in Docket 06-0540. The principal components are:

e A Governance Board,

e Anindependent Contract Administrator;

e One or more independent third party Program Administrator(s);

e Anindependent Program Evaluator; and

e A Fiscal Agent.

B. Governance

Please describe the Governance Board and itsrole.

The Gas Companies propose that the Governance Board consist of five voting
members with one representative from:

@D the ELPC;

2 the Gas Companies;

(©)) aconsumer advocacy group;

4) City of Chicago; and
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5) an organization (governmental or consumer) that shall represent North

Shore’ s service territory.

The Gas Companies also propose that the Governance Board include a
representative from the lllinois Commerce Commission or its Staff as a sixth non-
voting member.

To ensure its independence from the Gas Companies, the Governance
Board' s voting procedures would not give any one entity the ability, acting alone,
to approve or reject any matter coming before the Governance Board. In other
words, no single member, including the Gas Companies representative, can
determine how funds are spent. For example, if the Governance Board's
procedures provide for any member to lead the group (for example, act as the
president or chairman to lead meetings, set agendas and oversee administrative
matters) or take minutes of meetings, the Gas Companies representative would
not fill any such role. Also, the Governance Board would hold al meetings at a
location outside the Gas Companies offices, with the exception that upon the
request of any member other than the Gas Companies' representative and with the
agreement of al other members, a meeting may be held at the Gas Companies
offices.

The anticipated duties of the Governance Board would be to oversee the
creation and issuance of Request for Proposals and select (1) one or more
Program Administrators for implementation of energy efficiency programs, (2) a
Contract Administrator, (3) a Program Evaluator, and when needed, give direction

to the Fiscal Agent. This Board would also establish, in consultation with the
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Contract Administrator, the general Program goals and performance criteria, e.g.,
which types of programs should be offered to which customer segments and in
what timeframe. The Board will also be responsible for providing to the Gas

Companies any reports required by the Gas Companies' Rider EEP.

C. Contract Administrator

Please describe the role of the Contract Administrator.
A Contract Administrator would provide technical support to the Governance
Board in the areas of performance of gas energy efficiency programs. The
Contract Administrator would not only assist the Board with setting program
goals, performance criteria and budgets, but would also help draft the requisite
Requests for Proposals and approve program spending and invoices from the
Program Administrator(s) and Program Evaluator. The Contract Administrator
would be independent of the Gas Companies, the Program Administrator(s) and
the Program Evaluator.

Although the Board would ultimately determine the Contract
Administrator’s qualifications, the Gas Companies have developed an illustrative
draft description of the types of skill sets and experience that may be needed for

the Contract Administrator which is attached as North Shore Ex. IR-1.2.

D. Program Administrator

Please describe the role of the Program Administrator(s).
The Program Administrator(s) would be responsible for: developing detailed
program designs in cooperation with the Governance Board and the Contract

Administrator; delivery of agreed upon programs; hiring of sub-contractors for
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program delivery as necessary; and delivery of periodic performance reports as
required by the Board. The Program Administrator(s) would also be responsible
for preparing and delivering to the Governance Board any reports and information
required by the Governance Board. The Program Administrator(s) would be
independent of the Gas Companies, the Contract Administrator and the Program

Evaluator.

E. Program Evaluator

Please describe the role of the Program Evaluator.
The role of the Program Evaluator is to perform periodic audits on the
performance of the programs against established performance criteria and also
prepare annual reports for the Governance Board. The Program Evaluator would
also be responsible for preparing and delivering to the Governance Board any
other evaluation periodic reports and information that may be required by the
Governance Board.

The Program Evaluator would be independent of the Gas Companies, the

Contract Administrator and the Program Administrator(s).

F. Fiscal Agent

Please describe the role of the Fiscal Agent.

The Gas Companies would account for the funding approved by the Commission
while acting as a Fisca Agent of the Programs. More specifically, the Gas
Companies would maintain accurate accounting records, pay invoices as approved
by the Contract Administrator from the Program Administrator(s) or any sub-

contractors, and would help to prepare periodic financial reports. The Fisca
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Agent is largely a ministerial role and would not be involved in decisions about,
for example, what to fund or how much to spend on particular programs. At this
time, the function of the Fiscal Agent would reside at the Gas Companies but
would be overseen by the Governance Board. Any issues and concerns regarding
disbursements associated with the Programs will be directed to the Governance
Board for review and resolution. The function of the Fisca Agent could be
transferred to an outside third party as needed for the efficient administration of

the Programs.

G. Third Party Review

Do the Gas Companies recommend that this structure and the proposed processes
be reviewed?

Yes, a periodic review by an independent third party could provide valuable
information to the Governance Board. This review is different from the periodic
reports discussed later in this testimony. This periodic review is intended to
assess how well the overall structure and process of the Programs are performing
and whether changes should be considered by the Governance Board, the Contract
Administrator, the Program Administrator(s) and/or the Fiscal Agent in their
respective responsibilities to enhance the administration and performance of the
Programs. Within five years after Commission approval of the Programs
proposed in this case, an independent review would be conducted to demonstrate
that the Programs are meeting not only any terms and conditions imposed by the
Commission but that the overall structure and process are functioning as

efficiently as possible. The independent review would be funded by the Gas
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Companies from the Program’s funding with the hiring of the independent
reviewer to be done by the Governance Board. The report would be submitted to
the Governance Board. The Governance Board would consider whether and how
to implement the report’s recommendations. After the initial report, such an
independent review will be conducted periodically, no sooner than three and no
more than five years after the previously completed report is submitted and, if

appropriate, may be part of arate case.

PROGRAM FEATURES

A. Energy and Technology Efficiency

Describe the various kinds of programs and efforts that could be considered as
part of the Gas Companies Programs.
The most common energy efficiency program is the technology rebate, which
targets individual customers or businesses to purchase or install more efficient
technology rather than less efficient technology with lower initial purchase or
installation costs. Technology rebate programs may target retail customers
indirectly by partnering with wholesale and retail distribution channels to ensure
the availability and promotion of high efficiency products and services, partnering
with existing energy efficiency programs such as Energy Star, or partnering with
retail chains, manufacturers and trade allies to promote particular products or
Services.

Broadly, the Gas Companies Programs may offer technology rebates to

business customers and to residential customers.
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The gas technologies that could be part of arebate program for businesses
may include boilers, steam traps, HVAC, heat recovery, controls, process, water
heating, solar water heating, pre-rinse sprayers, gas dryers, building
insulation/sealing and stationary siphons.

The gas technologies that could be part of a rebate program for residential
homes, condominiums and multifamily housing stock may include insulation,
heating, water heating, energy saving (water saving) clothes washer, boiler,
furnace, high efficiency home, sealing and weatherization.

An energy efficiency program may also take the form of a door-to-door
direct install of free or low cost energy efficiency measures for homes and
apartments, such as low flow showerheads, faucet aerators, water heater wraps,
reducing water heater temperature settings and/or installing and programming
thermostats.

Some energy efficiency programs may target selected customer groups
such as certain low income customers to provide assistance to replace old,
inefficient furnaces and water heaters, or install westherization measures to
homes and apartments.

Energy efficiency programs can also be structured as shared savings
financing, where the customer pays for the cost of the energy efficiency
installation through savings from the project with a low interest loan, often at a

buy-down interest rate.

Docket 07- Page 12 of 18 North Shore Ex. IR-1.0



272

273

274

275

276

277

278

279

280

281

282

283

284

285

286

287

288

289

290

291

292

293

294

Other energy efficiency programs could also target new customers and
new loads as part of an economic development package to ensure that any new

load additions to the system are as efficient as possible.

The above activities are conducive to the tracking of therms saved and the
number of customers assisted.

Broad based support of energy efficiency that leads to a sustainable
change in the marketplace dynamics of energy efficiency is often referred to as
market transformation. For the home and business, activities that support
market transformation may include such things as developing and providing
information on available energy efficiency options and energy saving best
practices. For businesses, educators, vendors and trade allies, activities that
support market transformation may include providing technical education,
training and accreditation at workshops and/or technical colleges. It can also
include outreach to these groups of customers at fairs, trade shows, and
conventions. Cooperative advertising (shared marketing costs between various
parties) and point of purchase materials and displays provided to retailer can also
lead to increased sales of specific high efficiency products in the marketplace.
Another example of market transformation support is developing and sponsoring
specific classroom curriculum and providing continuing educations credits for
teachersin grades K through 12 and in community colleges.

Asthe discussion above illustrates, market transformation support can take
many forms and can have a wide range of cost, depending on scale and scope of

the activity. By its nature, it is therefore more difficult to document the impact
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and cost effectiveness of such market transformation support and usually requires
a sustained funding commitment over a period of time to create observable or

measurabl e changes.

B. I ncentives and Rebates

Please provide some examples of what may be appropriate levels of incentives or
rebates for Programs in the Gas Companies’ service territories.

Determining the amount of rebate is dependent on the installed cost of the
technology, whether it is an accepted technology or an emerging one, and the
anticipated payback of the installation. For certain customers, rebates are
sometimes calculated on a customized basis, depending on the process or
application. In all cases, the rebate should be set at alevel to incent the customer
to take action, yet maximize cost effectiveness.

A rebate of $150 may be appropriate for a residentia or multifamily hot
water boiler with an AFUE of 90% or greater. A rebate of $150 may also be
appropriate for residential furnaces which have a high efficiency fan and an
AFUE of 90% or greater. However, larger sized boilers for centraly heated
multifamily housing units may require custom rebates based on the savings
potential at each building.

Incentives may also take the form of co-funding. A Program could co-
fund Feasbility Studies for new commercial and industrial economic
development projects up to 50% of the cost of the study, perhaps with an
additional dollar cap, for example, $7,500. Custom rebates for actually installed

commercial and industrial projects could be calculated at a rate of $0.30/therm of
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anticipated first year savings, not to exceed, for example, 50% of the cost of the
project, and with an additional dollar cap. Structuring incentives in this way
prevents any one project from being completely funded through a rebate subsidy

or to disproportionably use up available program funds.

Incentives can also be used for service or maintenance buy-downs, such
as for the repair or replacement of steam traps. As an example, a rebate for a
steam trap may be $25 per trap, up to 50% of the total service cost. Similarly,
retrofit of boiler reset and cutout controls could have arebate of $75 based on first
year savings. Tune-up programs are aso an option that promotes partnering with
vendors and trade alies.

Low income services such as weatherization will vary from home to
home but may cost several thousand dollars. Heating unit repairs or replacements

for qualified low income customers may average over $1,000.

Who determines what types of incentives should be implemented and at what
level?

As part of its duties, the Governance Board, with the assistance of the Program
Administrator(s) and Contract Administrator, will need to set priorities as to
which markets and/or technologies should be pursued, based on market potential
and need. It is anticipated that the Program Administrator(s) and Contract
Administrator, based on their experience and expertise, will provide initial
guidance to the Governance Board on the type of incentive to use and how
aggressive it may need to be to achieve established goals, based on the

characteristics of the Gas Companies service territories. The Governance Board
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will ultimately approve programs and program designs, including the type and

level of incentive needed to move the market towards energy efficient options.

C. Program Funding

Is an annua funding level of $7.5 million sufficient in order for the Gas
Companies to implement the kinds of programs and activities described above?
Yes. However, the Governance Board may wish to consider commissioning a
market potential study for the service territories of the Gas Companies to enable
the Governance Board to make best use of the funds provided by customers,
recognizing the differences in the demographics, single family and multifamily
housing stock and businesses that are located in each of the service territories.
Periodic reports on savings achieved and costs incurred, as prepared by the
Program Evauator and provided to the Governance Board, will also assist in
assessing effectiveness of the programs and making strategic decisions in the
scope and nature of the Programs offered over time.

Because of the differences in the approach to market and implement
programs between the residential, multifamily and business sectors (mass
marketing for the residential sector, vs. one-on-one advisory and consulting for
the business sector), the components of an overall program budget may vary in
importance and may be different from one service territory to another, but it may

be as follows;

Residential Business

Incentives and Rebates 58% 48%
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Marketing/promotion 10% 4%

Implementation 23% 40%
Administration 6% 5%
Evaluation 3% 3%

These are rough approximations based on the experience of the Wisconsin

statewide public benefits program.

D. Promotion

How will the Programs be promoted?

Programs will be promoted through the usual media: radio, newsprint, and
television. Specific point-of-purchase materials may also be developed for use in
retail stores. The Gas Companies will also provide promotional support through
bill inserts, company communications and outreach in various community special
events. The use of speaker bureaus and presentations to community and civic
groups are also possible. In addition, information about the Programs could be
included in the Gas Companies and other stakeholders websites to ensure the
widest dissemination of the availability of the Programs. Implementation of
recognition and achievement awards for individuals, businesses and buildings is
another means that the Governance Board may consider in further promoting the
Programs and raising the awareness of energy efficiency in general. These
promotional techniques satisfy Condition 30 of the Commission’s Final Order in

Docket 06-0540.

E. Reportsto Governance Board
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What should be included in the periodic reports to the Board? How frequent
should these reports be?
Reports can be customized to the oversight needs and interests of the Governance
Board, and may depend in part, on the nature of the Programs offered. These
reports may include such things as:

Q) Impact results of the programs in terms of therms saved,

customers served, dollars spent as compared to budget;

2 Benefit cost analysis;

©)] Comparison of resultsto estimated potential;

4 Market transformation effects;

(5) Economic and economic development impacts;

(6) Environmental impacts (emissions);

() Non-energy benefits; and

(8 Process and impact evaluations, by program and sector.
The frequency of reports is dependent on the oversight and information needs of
the Governance Board. A comprehensive year end report is advisable, but more
frequent reports on a quarterly or semi-annual basis may also be helpful. An
example of a year-end report for the Wisconsin statewide energy programs is
included as North Shore Ex. IR-1.3.
Does this conclude your direct testimony?

Yes, it does. End of document. Do not delete.
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