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1 INTRODUCTION

2 | Q. | © Please state your name and business address.
| 3 A My naiie is Agnes Mrozowski and my business a&dress is 500 East Monroe,
4 $pringfield, IL 62701,
& By whom are you employed and in wh-:ﬂ capacity?
7 A.  lam employved by the Illinois Department of Cominerce and Economic
8 Opportunity (DCEO) as the Acﬁng-\-’l)c‘g‘iuty Director for the [Hinois Energy Office.
. ‘ s :

10 Q. f’i.eas-’_e' describe briefly your educational background and work experience.

11 A. I hold'a Bachelor's of Arts in Communication, from the University of Tlnois-

12 Springfield, Tllinois.

13

14 I began working at DCEO m November 2009 as the Assistant Deputy Director. |
15 -bec'amg the Acting Deputy Direotor in I uly, 2012. At DCEO, Iam responsible
16 for preparing and implementing policy for the Energy Office, planning and

17 | directing new programs, supervising staff, and ovm-'s-e&ing the State Energy

18 ~ Office’s approximately $100 million annual budgel.

19 | "

20 Q.  Whatis the purpose of your testimony?

21 A The purpose of my testimony is to respond to the Direct Testimony of Philip H.

22 Muosenthal.
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DCEO GOALS

Q

A,

Do you agree with the statement that “DCEO bhas signed up for and filed
goals that may in fact not be achievable, and that tertainly have not been

achieved by a wide margin”?

Generally, T agree with that statement in reference to the kilowatt-hour savings
goals that DCEO contained in its first three-year plan filed with the Hinois
Commerce Commission, Given the short time frame for preparing the first three-
year plan - the legislation was signed late in August, 2007 and the plan was due

by November 15, 2008 ~ a simplistic analysis was used to determine DCEQO’s

* goals. Essentially DCEQ used the average incentive per kilowatt hour saved from

the modeling conducted by ComEd and Ameren’s contractor, ICF, Inc. and

applied that io the DCEQ portfolio budget to back into an energy savings target.
This target did not take into account the size of the market segments that DCEO
was serving — public sector an‘.d low income ~ nor the unique challenges of those

markets, In each of the fiest three years DCEO energy savings fell short of tlie

kitowati-hour targets in its plan.

While DCEQ did not achieve the kilowatt-hour reductions goals it contained in its

first plan, DCEO did meet the standards in subsection (b) of 220 IL.CS 5/8-103 of
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the Public Utilities Act, which are the annual load reduction goals of 0.2%, 0.4%.

and 0.6% in the {irst three years respectively.

What did DCEOQ do in response to the shortfall in meeting the goals in its

first three-year plan?

The evaluation, measurement and verification (EM&V) results showed that
DCEO had not met the kilowatt-hour goal in Program Year 1. DCEO responded
by preparing a revised plan and ‘presentcd it toits utility partners, ComEd and
Ameren, and the Stakeholder Advisory Group for feedback. Due to the long
timelines involved in the EM&V and SAG review progess, the plan changes were
implemented in Program Year 3, rather than Year 2. The report entitled
“Proposed Changes to DCEQ’s Energy Efficiency Portfolio” was finalized June
23,2010 1t included a range of recommendations that were :implemexnted in

Prograrn Years 3 and 4. In addition, in the second threéayear plan filed with the

 utility plans, DCEO revised downward its share of the annual electricity load

reduetion goal from apprqxima&é]y 20 percent to about 15 percent of the total

utility/DCEQ goal,

Do you agree that DCEQ and the utilities skiould be filing revised plins
annually if goals are not met?
No. This is not practieal. Evaliuati.(i:n-_ results that document any potential shortfall

in meeting goals are not available until well into the following program year, so
5 ' .
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any revised plan could not go into effect until the yedr after. In (he meantime, the

planming process for the next three-year plan is underway, The new Amréefy'ear

. p}aﬁ would include additional strategies to mect the annual load reduction. goals,

' ’I"hcre“fme, between filings of the 't}hrg;é-yg;m;p.‘lans, it is possible to develop one

tevised plan, as DCEO did during its fivst three-yeur plan period.

What wcre some of the {i ndmgs in the report. “Promsed C'hﬁnges to DCEO's

' Enéf(‘“g) F‘fﬁelemy Pnrtfolw”"

The rcpeﬂ Idtmuf’ éd several chaitenges in meenng s thie kilowatt-hour saviigs

foals:

- Local governments, schools, and other public entities require 2 much larger

iiscentive than the incerntives provided by the utilities for business eustomers, even
in good economic times.
The dotvirturn in the economy has worsened the fiscal situation for most public

em‘_ities, making it even more difficult for them to find funds to match DCEQs

incentives.

. Many 'app_lic;asnts-, in the first program year in particular, cancelted or delayed

projects, penerally for fiscal or logistical reasons. The City of Chicago, for

example, proposed projects that would have achieved 42 million kWh's of

savings, but actually only compieted projects that saved 10 million kWh's.

The smaller size of the markets served by DCEOQ — the public sector uses 7% of

electricity statewide and low income households use 6% — makes it difficult to

6
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meet the goals in the plan. For example, to meet the third-year goal in DCEO’s
first three-year plan, the public sector would have had to reduce its energy use by
1.7%, nearly triple the statewide load reduction goal of 0.6%.

Muny of the 52 cities and 10 counties in Hlinois that received direet Ametican

“- Recovery and Reinvestment Act funds from U.S. Depattinent of Energy
- fraquently chose to use those funds to pay for 100% of encrgy efficiency project

. costs from federal funds rather than Iewrﬁge DCEQ’s EEP incentives, which only

paid ‘Fo-} part of costs,

Existing arrangements between utilities and local governments often undermine |
initerest i energy efficiency, Under franchise agreements between local
governments in northemn Jlinois and ComEd, most municipalities &0 not pay for
much df the ¢lectricity they use and, therefore, have very hittle d.i.rcc_t incentive (o
reduce their energy use. In downstate Ilﬁnoi’s,; many streat Lghts are owned by
Ameren, thus excluding a natural market for DCEO’s public sector programs,
Low income programs generally require puying the entire measure cost, or at least
the entire incremental cost, unlike other programs; therefore, the costs per
quantily of energy saved are higher than in other DCEO or utility programs.

The independent evaluator slashed the gross energy savings achieved by DCEQ s

' programs i several ways that .DCEO does not agree with. 1 will mention fwo

here, Tirst, the evaluator conchuded that 28-38% (in Progrant Year 1, depending
on the program) of DCEQ’s public sector clients were “free riders”; meaning

those clients would have implemented the projects without the program. Free
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ridership is & concept that DCEQ feels is not proper 1o apply in the public sector,

given the complexities of public taxation, capital planning, ele, Second, the

" evaluator also reduced the reafization rate for DCEO's publie sector savings bused

on rules of thumb that were contradicted by metered data.

. What actions did DCEQ pursue following the révised plan and second three-

year plan to better the chances of attaining the eneigy savings goals in its

plans?

Some of the actions DCEQ took in years three and four include:

Expanded its Public Housing Authority and Public Sector .Retrowommissioning
pilot programs into full-scale programs. These two programs now achieve about
10% of DCEO’s annual savings. |

Created and developed a brand to assist in maffke:ﬁng‘e%ffons, comparable to
ActOr{E’-.-nerg'y. or S-r_ﬁm'tldeas ~ Hinois EnergyNow.

DReveloped a Trade Ally program with assistantce from the Energy Resources
Center and Smart Energy Design Agsistance Center, with regixtar communication
and edtcation of DCEO 'l:rade a]ﬁc& through webinars, newsletters, and

workshops.,

‘More fully integrated Energy Performance Contraciing and other innovative

financing mechanisms into Public Sector and Public Housing programs.
Designed the ARRA programs under its contro] to “supplement rather than

supplant™ EEP funds.
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Conducted tarpeted promotions to pursue particular measures or sectors or
encourage early completion of projects.

Began efforts to claim savings {rom market transformation programs, including

‘Building Operator Certification, Building Codes Training Program, and Smart

Fnergy Design Assistance.

Provided more project “implementation assistance™ and creatid a new ﬁi’ub-li;
Sector Aggreguitiim Program to assist ;:mb:lic entities in identifying projects and
applying for incentives.

Hx_pandled I lmom Energy Office stalf dedicated to EEP pro gram_s‘z.

Developed a more functional database to support project tracking, monitoring,

accounting and evaluation.

De you agree that the “atilities and DCEO should be vbligated to analyze

‘what is reasonubly achievable and support any goal allocation with evidence

| to support it"?

Yes. Mosenthal mentions several factors that should be used to de‘leﬁmi;nﬁe #n
appropriate share of savings. These include: 1) hisforiéﬂ! performance, 2) the
actual toads of the cu-slt_m';er segments served, z-md' 3) p*ewti_.cipmim barriers faced
by these segments. DCEO agrees that these are all critical factors in determining
reasonable goals. DCEQ plans to consider all of them when developing its new

threg-year plan durinig the next year,
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" Do you agree that one possible option for ensuring achievable goals is to
“gimply apply the same statutory percent of load savings goals to both the

" utilities and DCEO™?

This is a possible option for DCEO’s public sector programs. During the period
of DCEQ’s first 'thrt‘;e—yéar plan, DCEO was able to exceed the percent of load
reduction poals in the public sector in all three years. However, DCEQ’s first
three-year plan, for the reasons d-iscﬁs:»sed above, called for public sector load
reductions nearly triple the statutory goals. DCEQ adjusted its goals in the second
three-year plun to be more reasonable, but they are still at least 50% greater than
the-Joad reduction goals in the law and in the utility plans. Evaluation results are
not yet available to know whether the goal was able to be achie.ved in Program
Year 4. DCEO reéam_mends exploring this option with utilities when developing

its third three-year plan, This will require working with the utilities to determine

* as well as possible the amount of kilowatt-hours (and therms) attributable to the

public sector.

Tlis option is not workable for DCEQ’s low income programs. Low income
prograims are not reqﬁfued to pass the Total Resource Cost (TRC) test and
generally are more expensive than other residential and commercial programs.
Low income programs m.ust pay the entire measiire costs rather than ofter a
partial subsidy of the costs. Therefore, the aniual percent.#ge reduction in energy

use in low income households will never exceed the load reduction goal.

3V
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Do you agree that it “may be miore appropriztc for the Commission to open a
“separate proceeding that all parties can provide testimony in to resolve these
‘ ﬁCEﬁiﬁﬁl-ity savings goals h@;pnrﬁb‘nmmzt amﬂ‘ro'ies_'and oversight isswes™?

A.  No. Thatis me'ces:sary. DCEO and the utilities can address these issves during
the development of thelr next ﬂhél'ee;y-eﬂf plans.

CONCLUSION

Q'.  Please briefly déseribg the attachments to your testimony.

A DCEO has included with this testimony the revised plan, “Proposed Changes to
DCEQ’s Energy Efficiency Portfolio” which was finalized and presented to
Stakeholders on June 23, 2010. 1t includes a range of recom;men&mions that were
implemented in Program Yéars 3 and 4.

Please sumimarize your testimony.

- This testimony is in response to direct testimony provided by Philip H. Mosenthal

as part of docket 11-0593. DCEO has z%ddressed several of the key points raised
by Mosenthal, particularly in respect to DCEQ achieving its energy savings
targets, DCEO addressed many challenges which were encountered in Program
Year | in itS revised plan. This revised plan was presented to Stakeholders and

implemented in Program Year 3. DCEQ will continue to work with the utilities
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199 to address these key issues during the coming yéaf as DCED and the Eleciric and
200 © Natural Gas utilities develop their next three year plans,

201

202 Q. I)pes'th-is conchide y.ou’r tes-ﬁmon}'?

203 A, Yes,




