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EXECUTIVE SUMMARY

During the first program year of the Energy Efficiency Portfolio, DCEO fell short of meeting the
annual energy savings goal and the municipal and school target. Early estimates ofyear 2
suggest a similar outcome. DCEQ has developed a range of modifications to its Energy
Efficiency Portfolio Plan to address the challénges in meeting its goals. The components of the
plan are within‘the parameters of the Department’s original plan and include adjustments to
incentive levels, refinements to programs, enhanced markieting and outreach, ami megasuring the
energy: &avings from market transtormation: programs:

1. Yocentive levels. Adjust incentive levels for Public Sector programs to:

¢ maximize overall program participation.and energy savings, and

e better achieve the local government and schools target.

2. ngram modifications. Make changes to programs to take advantage of enerz,y saving
opportunities.

»  Clarify market sectors, Clarify the Public Sector Energy Efficiency eligibility rules to
inclade museumns, zoos, gardens, etc, located on public lands and ¢xparid the scope of
the Lights for Leaming program {o mclude both public and private k-12 schools.

» Program changes. Develop anew program targeted to Public Housing Aulhorlt;es,
expand Retro-commissionirnig program, and upgrade standards for Jow income
programs to incorporate new technologies. .

3. Enhanced Muarketing and Qutréach,

o Marketing strategy. More effectively use DCEO Regional offices/staft, utility
External Affairs and Account Managers, and Trade Ally network; develop a brand
along the lines of ActOnEnergy or Smartldeas; and use Ilinois Enerpgy Office
website, State of Illinois press office and social networking (Twitter and Facebook) to
promote EEP progranis.

. Prog: am Larg,clmg Offer specxal promouons lhat targct energy eﬁicmncy measures

12 hghtmg, and gym llghtmg

o Implementation Assistance. Provide additional 1mpicmemalmn assistance to
potential applicants through Building lndustry Trainisg and Education (BITE)
program.

o Leveraging of funds. Leverage ARRA funds available to entitlement and non-
entitlement communities from the Energy Efficiency and Conservation Block Grant
(EECBQG) program and the Clean Energy Community Foundation wﬂh E¥EP funds to
maximize energy efficiency opportunities.

» Innovative financing. Assisl communities in pursuing innovative Financing
Mechanisms mcludmg Energy Performance Contracting (EPC), Green Energy loans
from the Treasurer’s Office, state “moral obligation” loan guarantees from the lllinois
Finance Authority, and on-bill financing,

4. Measuring Market Transformation Programs, Count savmgs associated with market
transformation programs, such as Smart Energy Design Assistance gnd building codes and
building operatot certification training uridet Building Industry Training and Education
(BITE) Program, where savings can be clearly differentiated from the utility and DCEO
incéentive programs.







INTRODUCTION

According to Sec. 8 -103 (¢) of the Illinois Public Utilities Act, if the Department is unable to
meets its Energy Efficiency Portfolio (EEP) kWh savings geal, it is to submit modiflcations to its
EEP plan to the Hlinois Commerce Conumission’ jomitly with the utilities, Under the EEP statute
and plan approved by the 1CC, the Department has thres distinet goals: '

Annual energy savings goals — Achieve an 'agreed upon percentage 0f the annual kWh load
reduction goal (21 4% ComFd/18.6% Ameren in fisst program year)

Local government and schools ta riget- Procure at-least 10% of the portfolio from local
goveEmNents, schools, and community col’[cges {10% of the statewide budget or 40%-of DCED's
budget).

Low income targef — Develop programs targeted to low fncome households based on their
pmpornonate share of utility revenues {determined to be 6. l‘;}% of the total or 24% of DCEO's

budget).

DCEO First EEP Year Goals

As shown abave, DCEO fell short of meeting the annual energy savings goal and the local
government and schools target; however, it met and slightly exceeded the low income target,
While the plan modifications must only address thetotal savings goal, DCEO has elected to
address all three goals, The discussion and agialysis below examines potential options for
modifying DCLO’s plan to ensure that DCEOis able to meet all three of its mandates.

Fi ot Sec. erl {u) of‘rlie Pubhe& Utilitiex Act:

“f the Deparmrent fs urgble to medt inctemental unnual parformande
goals for the portios of the. pcrtfol‘m inglemented by the Department,

- thei the ueitity and the Department shall jointly submit a modified
filing to the Commission explaining the performance shortfall and
mcommendmg an appropriate gours going forward, including any
progiam modilications that may Ye appropriate in light of the
evaluations conducted under Wemy (73 of sobseetion (9 of this Section..
I this case, e utility obligation to colleet the Department’s costs and
turn-over-those funds o thie Departiment under this subsectien (2} shall
continte only il the Commission approves the medifications to the plan
proposed by the Dégartoment.”
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“The ulility and the I)updﬂm-am

The statute requires DCl:,O to administer 25% of the  shall agres upon a reasonable
portfvlio of measures approved by the Coniiission. It portfolio-of measures and

does not specily DCEQ's energy savings: goa.! Rather it

deteriing the measurable
corresponding percentage of the

requires that DCEQ and each utllii}’ agree upon "the savings gouls associated with
meastreable percentage of the savings goals ﬂssucxated messures implemnented by the

bepamnént," Developing DCEQ?s percmalage shate of
energy savings involvied several key assumptions and

asures implemented by the utitityor . ' utmw or Depmtnwm

decisions:

DCEO would not be expeeted to dohieve mvm&s {Jmportmnal te its J:undmg'c?;%)

because of the nature of the sectors it was sefving. Low income programs:
fequired to pass the TRC test-and would be more. expensive to defiver rela '_f‘te-'!m othet
programs, Also, DCEQ's Plan gommitted 10% of its funds to Market Transformation
Programs (training and technical assistance) from which it was not claiming any specific
energy savings.

Dug to the short time [rame for planning and 1o avoid mdrixotp ace confusion, DCEQ
agreed to set its inéentives for its public sector programs at- the same level as the utifilies
for their business programs. These incentives were based on. ;umlys;smndu;ted by ICF,
Ine., a consulting firm that was hired by both Cﬂmifd and Am&rm fo assist in portfolio

--dwdopment
DCEQ estimated the energy SAVITES from' :Ls Pablic Sestor programs. based on analysis

conducted by ICF and estimut ‘Iewmcam@ energy savings based on
USDOB/USEPA Energy Star Calculators,

DCEO assumed a net-to-gross ratio (NT (3) of 0.80 and a 93% realization rate for all its

programs, as reconumended by ICF, to caleulate net savings.

For low income new construction and gut rehab projects, the projects would start during

the program year but nof be wmp}éted until the following year; so no energy savings

were planned for this program in the first yesr.

The table below swamarizes DCEO s energy auavmg;s goals and the percentages of each ntility
territory's goal allocated to DCEOQ, as in¢luded-in. the Iﬁrca~Year Plan approved by the Hlinois

Commerce Commission. DCEOQ's pe:

vin?

tage of Ainteren's goal was Tower than Hs percentage of

ComEd"s, because Ameren's ¢lectric rates were lower,. and the funds to be collected were low&r
proportional to the goal.




DCEO l"nergy Savmgs Goals (MWh)

Program Year 1 _ Program Yaar 2 Frogram Year 3
N Totat  ComEd Ameren ] Totel . ComEd Ameren. | Total _'__Cqud‘ Amereén. |
Public Sector 53,695 39,764 13,932 | 108,028 79,668 28,361 | 164,720 121,667 43,054
Low Income 876 699 2211 2687 1,986 701 | 5088 3784 1,334
TOTAL DCED 94572 40417 14,159 | 110716 ®1653 29,062 | 60,808 175421 44,387
Statewide 264895 188,729 76,166 | 547,236 393601 153,545 | 815,800 584,077 231813
DCEQ % 206%  204%  186% | -20:2:%_ 207%  18.9% ! 90.8%  20L.5%  19.1%

The actual energy savings achieved during the first pmgram year as deterniined by the Program -
Svaluation condircted by Navigant (previousty Sumimit Blue) are shown below:

_First Program Year - Plan versus Bvaluated Snvmgw
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In gross savings, DCEQ exceeded its goal in the Ameren Tllinois territory, but fell short in the
ComEd wititory. Onie the evaluation, meastrement nd verifiedtion (EM&V) results were
applied, however, DCEQ only achieved 50% of its total energy savings goal statewide. The
percentage achieved was hipher for the Ameren territory than for the ConiBid territory, 70%
versus 43%. The Public Sector programs fell short of the planned savings, but the Low Income
programs actually surpassed their goal by 600%. The Public Sector entities did not apply for
EEP funding at the rate expected and many of them did net conplete the projects when they did
apply. In addition, the evaluators discounted the gross energy savings of the Puhlic Sector

. programs moré than expected, (See discussion below on program barriers.)

Local Government and Schools Target

The statute directs DCEOQ to administer programs to procure endrgy efficiency from local

government, municipal corporations, school districts; and community colleges. A minimum of

10% of the portfolio must be directed to these public entities, DCEQ and the utilities interpreted

the mandated percentage as applying to the overall EEP budgel. Thus 10% of the total budget or
40% of DCEQ's budget is to be dedicated to the local government and schools target.




Applications by Public Sector Category

Percent of Funds by Public Category
Pt
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The majority of applications received under the Public Sector Energy Efficiency (PSEE)

Prograim were from local governments, k-12 schools, and community colleges - more than 82%
of the total, Given the smaller-average size of these projects, they represent-a somesvhat smaller
57% of the Public Sector energy savings. In total, DEEO spen

5.9% of the total statewide BEP

budget on the local government and schools target, shiort of the required 10%. On a utility-
territory basis, DCEO achieved 37% of the target in Ameren and 66% of the target in ComEd.

Public Sector Encrgy Efficiency Programs
Spending by Local Governments, k-12 Schools, and Community Colleges

Ameren

ComEd

Total

Incentive Budget for Local Gowt, Schools,
B Cammunity Colleges

51,339,000

$3,821,800

$5,160,800

Expenditures
'Lgeal Governments
~ k-12 Schools
Comm. Colleges
| TOTAL

$159,575
$297,729
$38,698
. $496,002

$1,315,764
$1,000,116

$219,769

$2,535,649

51,475,339

51,297,845
$258,467
$3,031,651

Parcent df‘jtb%al portfolio budget

3.7%

6:6%

5.9%

Percent of 10% goal achieved

37%

6&%

58%




Low Income Goal

At the titme of Plan development the statute required the
utilities in cooperation with the Department of Health
Care and Family Services (DHFS) to present a portfolio

of programs targeted to low income households. Because

of DCEO's experience with administering low income
prograns, the: Dupaﬂmem agreed lo include the Iow
incone programs in its portfolio and to woordinate with
DHFS op those programs. (Subseguently, the DIFS
Wmthmymhom ‘and Low Income Energy Assistance
Privgrams wete ttansferred 10 DCEQ.) Spcc:.ﬁca]lv the
‘Stnute ;’ﬁqu;rsed ‘that the low incore portfolio be
pmpnrmmate to the'share of total annual utility revenues

“[Phresent a portfliv of energy
efficiency mvasures proporticgnati

© to the share of totil annual wilty

reveniies in Minofs from

households gt ot below 150% of

the poverly fevel. Such programs

shiall be targered 1o lionseholds

with weome ot or Tehoer 0% of
the area median income,”

in Tilinois from households at or below 150% of the paverty level. In its plan filing, the
Department documented that the low inEome proportlomtc share was equal to approximately
6%, The utilities and Department interpreted this as applying to the overall EEP budger; thus,
6% of the total EEP budget or 24% of DCEO's budget was 1o be targeted at low income

households.
i Low Income Housing Units Achlevement f Low Income
: Goals
| 5000 : - :
; 4,485
] 4,000 m floyraiiy i
#“ New Conﬁ‘tt‘urﬁmﬁ
|
Lo
i 000
Y

DCEO exceeded its mandated goal, spending slightly more than 6% of the EEP budget on low
income programs. In terms of energy savings, the Low Ihcome programs exceeded the program

goals by several hundred percent. More Affordable Housing construction projects were

completed during the First Program Year than anticiptiled aid the Residential Retrofit Pr agiamb

were more cost-¢ffective than expecled due to the particular mix of measures implemented.

‘While DCEOQ did meet the Low Income goal in its plan, three issues call for addressing the low
income programs in its revised plan. One, the implied directive in the statute to provide at least
part of the EEPS low income funds to the LIHEAP Weatherization Program (Wx) may not be
appropriate for the next year or two when the Wx Progfam has $240 niillion in federal ARRA
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Stimulus fonds to administer. Additional funds from EEP are unnecessary unti] those extra
funds are expended. Two, the funding levels in EEP are inereasing significantly this year to
appr ommztte[y $ 16 million, thus indicating a-need. for more progrim developnient 1o, dtatﬂbum
the funds to-fill other needs. And finally, one such need or: vpportunity identified during the first
pmgram year {s Public Housing Authoritiés (PHAs). PHAS are municipal corporatisng serving
low income populations and could be eligible: for botl the Public Seetor Programs and Low
Income Programs. However, PHAs largely "fell through the cracks” of the existing program
structure and did not parficipate in the programs.

SUMMARY OF CHALLENGES

Low Incentive Levels

DCEO staff has heard repeatedly from schools and loval governments that its incentives are 100
low to enable then (& Implement the efficiency measures. The Prograni Evaluators slso fouid
through their surveys that Public Sector program apphcﬂnts frequedtly eited the low incentives
offered by the programs as & barrier to prograim pﬂmc;pﬂnon Local governments and schools
across Hlinois are sutfering from the effects of the recession und are unable to find the funds to
install energy efficiency measures. Even in good-economic times, the approval progcess in the
government sector is slow and epergy efficiency must comipete against many other priorities.
Many kical govertunents thit applied for EEP ﬁmdmg, {rom DUEQ and received Notices-to-
Procecd found that fhey were unable to implement the projects because they could not raise the
rest of the necessary funds.

DCEQ Market

Another challenge for DCEO is the size of the markets addressed in its Plan. Public Sector
erftities use only about 7% of electricity statewide and low income households about 6%. -
Overall, DCEO is administering 25% of FEP funds stateviide, but is only serving [3% of the
market with its portfolio of' programs. In‘addition; low income programs do not have to pass the
TRE test, are more costly to deliver, and achieve §1mr1:ed total energy savings. Therefore, the
vast majotity (98%) of DCEQ’s engrgy savings in its First Year twere targeted at the Public
Sector, which represents only 7% of electtic sales. Tt must be pointed out, however, that the
achievable potential for encfgy savings in the public sector is extremely large. Reaching that
potential will require a wide range of strafegies to reach-this difficult market.




Eeonomic Stimulus Programs

Another challenge has been the availability of American Recovery and Reinvestmient Act
(ARRA) funding. In Ilineis, 52 cities and 10 egunties in'the state are entitled to funds from the
Uu.s. Dcpartment mf Energ.y under lhe lﬁncrg:yE" ¢ ney-ar d Conservation Block Grants

; use for energy p wct,a ‘within
"ﬁ@i@ncy measures in their owis
rents 1o} existing state programs, DOLE has
put m:mandous prc:ssuru on- ti;w Eoeai gm mmmts- (S]aw‘i i fimds quickly. Many have
chosen not to apply for EEP funds, bat to pay-for 100% of project costs with EI”CBG funds.

Franchise Agrecments

Under franchise agreements between loca] governments and ComEd authorizing the Comipany to
deliver electricity within their boundaries, most local goveraments in northern Iilinois do not pay
for most of the electricity that they use. Rather, the bu%messm and residences in the city pay a
franchise fee that covers the cost of electricity for the city. “Thetefore, the governments, have
very little direct incentive (o reduce their energy use. Additionally, many street lights in
downstate Hlinots cities are owned by Amieren, thus excluding a natural market in the Ameren
territory for DCROs Public Sector Energy Effiviency programs.

Ilinois Clean Energ v Comnumity Foundation

For more than ten years, the Itinois (.Ican Energy Community Foundation (ICECF) hag offered
energy efficiency programs to schools and public buildings for lighting, - Despite discussions
between DCEO and the ICECE, the Foundation Has chosen to continue to offer programs that
overlap or duplicaie the DCEO Public Sector Energy Li’ﬁcmncy programs, The Foundation has
well-established relationships with vendors and contractors; it has taken time 1o educaic these
vendors and contractors about DCEQ’s programs.




Miﬁfxﬁts Dﬂ]ﬁ'}*@dﬁr Ckmcxeled

ed durin; 2 1he Fxrst {’mgﬁmn “Y{.a*r

. Apprcmmﬂitly ‘?0 pmjﬁctb ot of the 240 %rppﬂmaﬁons_"

kad 10 23 mﬂlm kWh Qf energy savmgs m;CETy _'uﬂdmgs and lmv mc()me houmng lu ﬂddltl@ﬂv
the €ity had planned o submit an additional application. for $0.9 miltion for LED traffic Tights,
which would have reduced another 19 million kK'WHh. Tn actuality Chicogo only spent about 51.2
million to save fess than 10 million kWh. DCEO would have exceeded its energy savings goal
and local government and schools target in the ComEd territory 1f Chicago were able to complete

the proposed projects.




A final pmblem that.contributed to DCEO missing its first year goal, is the large discounting of
claimed energy savings by the program evaluator, The- program. evaltdtor conclided from its
suwew tf! I’ubhc Secwr l’mgram mmwparats thz}tz 283 8% Off them wm'e “f

have Emhmc&:d somme ai Ehe Eree sidwship “Fing :93" | f"‘* ot _
of DCEQ’s Custor PSEE program, the low treaiﬁz,atten rate for a singl
the energy savings that could be claimed for the program.’ A s‘ubchueﬂt %mdy bawd c‘m the
micterig of the projects nvalved, demons?ram,d tha. the, cnergy qa\fmgs* were uansldmblv higher
tha that allowed by the evaluator. :

Comparison of Net-tp-Gross and Realization Rates
in the Phan and EM&V Reports

Plan Assumptions EM&V Results®
‘ NTG ReakRate | NTG Real, Rate

‘Public Sector '

Standard D.80 0.95 0.63/0.62 1.39/1.12

Custom . ' 0:80  0.95 0.72 0.78

Lights for Learning 0.80. 0.95 0.80 0.80/0.78
Low Income :

New Construction/Gut Rehab | 0.80 095 1.00 .95

Residential Retrofit 0.80 0,895 1.00 Q.80

¥First numtier Amerenfsecond number ComEd

ANALYSIS OF OPTIONS

Meeting its goals in the future will take a range of stategies including adjusting incentive levels,
naodii}eiﬁ__gg program qffﬁ:rimgs,.expandﬁing matketing and cutreach, and measuring the energy
savings of market transformation programs.

Tders™ (that is, the




Given all of the feedback that its Public Secior Energy Efficiency ineentives are too low for
many local governments and schools, DCEO intends to adjust incentive levels to seek to
maximize program participation and overall energy savings. DUEQ-did increase its incentives
by 10% in the second program year, but this modest chanpe had no discernable inpact on
p‘mgra*m partivipation. * Through its EEP Green Spring promoimn, its ARRA energy programs,
and-its-assistance to the Wlinois Mummpal Electric Agency in developing efficiency programs,

DCEOhas gained some experience in 1@”«51;:;& w{ iat incentive Jevels may be sufficient to bring in
p‘ubhc setfmr projects,

DEEQ offered promotional incentive rates this Spnng for applications. pmccasad after March 5
and-recoived by April 22 (Barth Day). DCEO: increased incentives Tor universities, state and
fodetal government by 15% and doubled incentives for local governments, k-12 schools, and
community colleges from previous levels: The increased incentives were acmmpamed by
outreach to Trade Allies, the Illinois Municipa) Leagu;,, the: JHlinois Conimunity-College Board,
and Rewmnal Planmng Agencies, The promotional incentives and outreach were very suceessful
in generating interest in the program. . Dulring the promotional period, DCEO received
approxitiately 220 applthions (50% of the total teceived this program year). Mare than 0% of
the: app!xczttmns were from local governments and schools, who were being targeted with the
higher icentives,

ARRA and IMEA

DCHO has found in adnnm::iermg ARRA energy programs that offering incentives of 50% of
project costs Brought in quite a few local government and school projects. For example, DCEQ
recetved T80 applications in response to its Community Reriewable Energy Program RFP, in
which applicanils were eligible for up to 50% of praject costs if they were a public entity. The
[Hinois Municipal Electric Agency has-coneluded affer offering energy elficiency programs for a
year that incentives of 50%-75% are necessary for many local governnients to consider energy
efficiency projects.

Comparison of Options
Several options for adjusting incentives are compared in the analysis below, including:
1. Current incentive levels '
2. 50% increase incentives for local governments and schools, 15% increase for other
public entities
3. Continue Green Spring (Dﬂublmg of incentives for Iocal governmeris and schools, 15%
increase for other public entities) :
4. Doubling of all incentives
Even with program modifications and enhanced marketing and outreach, keeping incentives at
current levels 1s not expected to generate gross (or net) savings that approach DCEO’s goat.
With doubling of incentives or continuing Green Spring incentives, DCEO could alse fall short
of its goals, DCEO beélieves adopling incentives between Green Spring and current levels has
the best chance of maximizing program participation and energy savings. DCEO also plans to
continue the practice started in Green Spring of offering higher incentives to local governments,
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schools, and community colleges to help meet their special 10% target. The net savings in the
chart below are based on the very conservative tesults of the. first year evaluation; actudl savings
and goal attainment will d@pend on the actua]l EM&Y analysis. DCEO imends to assess ‘the
suceess of the revised incentives: every {ew months and make revisions as necessary w maximize
program pamu“pailtm ‘and enery,y savings.

Comparison of Scenauos for Revised DCEO EEPS Plan
- (percent of uoafl)

133% " Py D0 R AT EAL 19 Pl TR I 0 AR RS B AR DL 1 R Y S Y

8 Gross
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Mo ERARY

Bl . [
B0 ¢
s+
wE -

Goal 1} Corrraid 234505 lopat 3) Contlmoe &) Dstabshe

Ineceitives Egehoals,  Groen Serng  incentives
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Program Modifications

DCEQ Markets

Anothier option for maximizing the chances for meeting DCEQ’s energy savings goals in the
future is-to add markets to DCEQ's portfolio that would benefit from DCEQ’s program structure.
Several seelors make sense as potential targets for extending DCE(O's programs because they are
a’logical extension of DCEQ's existing programs or already cause confusion among potential
applicants. Some possible sectors to consider include museums (particularly those on public
land), private k-12 schools, and private universities.

Musgums, Zoos, Gardens. Many museums, zoos, betanical gardens, ete., particularly those in
the Chifcago avea, are located on public lands and often are viewed as public facilities, even if
they are run by nots for-prolit organizations. They represent less than 0.2% of energy demand
but aré an underserved market for energy reductions. According to the Metropolitan Mayors
Caucus, these facilities catinot afford to participate in EEP at the incentive levels offered by
utilities, and bringing them under DCEQ Publi¢' Sector programs would increase their
participation. The State already has a well éstablished relationship with many of those
institutions. For purposes of the ARRA State Energy Program eligibility, these institutions were
coitsidered “public” and were eligible for program categories that were dedicated to public

prajects.

11




Private Schools. Private §-12 schools and private colleges and universities would also be a
logical extension of DCED programs. ﬂ\p;)wmmnlc!y 25% of the energy consumpiion in the
educational category s cuprently served by utilities and 75% by DCEO (based on Combd
account data). About 60% of college and us ersity enrollment in [linots is in private
institutions. Adding privare k-12 schools, colleges and universities would add about 0.8% to
DCEQ"s market share. The Lights for Learning Program, in particular, has been complicated by
restricting DCEOQ EEP funds to public séhoovls. DCEO has had 10 use other funds (L]wrgy
Efficiency Trust Fund) 1o provide funding for private schools and thus the energy savings have
not bcm comued towards the EEP goajs

Progmm Devejopment and Revisions
D(Ii() rs exploting several othér program revisions or new programs.

Public ifousing Authiority (PHA) Program. PHAs were underserved by existing programs in
Year I, riot quite fitting either the Public Sector or Low Income: programs affered. During the
Second Program Year, DCEO hired. the Building Research Council at the University of llfineis,
Champaign-Urbana (now part of SEDAC), to provide technical assistance to PHAs. They
conducted audits for them and helped them determine how they could benefit from EEP
programs. SEDAC is working on a program design for a new EEP low income program directed
at PHAs, The.program will include technical assistange on energy performance contracting
(EPC), because U.S. HUD reduces fundmg for energgy bills if ‘Lhcy are reduced, unless the PHA
ertters irito an EPC.

Expand Retro-commissioning. DCEQ's Retro-commissioning (Rx) program has been limited to
a few pilot projects administered by Nexant and SEDAC, Based on the interest in the program
and the potential energy savings, DCRO has concluded that the funding for the Ry is too limited
{only $200,000 in Year 1 rising to $400,000 in Year 3). The utilities are puiting considerably
more funds info their Rx programs. DCEOQ is proposing to increase the funding in Year 3 1o
$1.25 million and to use an outside administrator to run the program. '

Other Changes. DCEQ is still reviewing the new prescriptive measures being offered by Coml[Ed
and Ameren. DCEO will likely add to the list of preseriptive measures in ity Standard PSEE
program. DCEQ may also enhance its standard for Low Inconie new construction projects to
allow for R-5 windows.
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Enhanced Marketing and Qutreach Plan

Enhanced marketing and vatrench is another critical element of DCEO's Plan. The Illinois
Energy Office plans to ereate and execute 3 marketing strategy concentrating its limited
resourees on'the greatest oppmﬂuni ties to achieve an increase n program p’arﬁcipatim in order to
mgximize energy suvings using the allotied program funds. As envisioned, in addition to
vaditional mar]wt‘mg strategies, DCEO's new marketing plun involves fargeted sales and
promotions;  project mnpiemem:mma awg;tancc, leveraging of ARRA funds, and pronmzuon of
innovative ﬁnwm‘mg

Mm heting strategy
DCEQ s multilayered marketing strategy mcludw the foltowing:
»  More effectively use DCEO Regional offices/staff to promote progmms within their
_ assigned region, _

o Communicate on a regular basis (al least quarterly) with ulility External AfTairs and

- Account Managers.

»  Develop stronger Trade Ally relationships by communicating regularly through e-
newsletters aiid webinars,

o Create and devemp & brand for the Iilinois I,",navgy Of‘hw along the lines of ActOnEnergy
or Smartldeas,

o Solicit the State of IHinois press office to write arid distribute press releases fo statewide
media 16 ingrease awareness of the EFPS progmm Anmeren and ComEd will additienally
bonefit from these efforts.

» Use the DCEO Office of Energy website to announce prog,xam mformanon/updates and
SuCCess stories..

¢ Use DCEO gocial networking such as Twitter and F acebook to make program

- ammouncements and share success stories.

» Participate in Trade Shows as budget allows.

» [Increase gutreach staff in order to participate in more Community outreach events.

Targeted sale v}rrrmnmons

Another promising option for securing additional energy efficiency pro_jects from the Public
Sector is to affer targeted promotions for particular meastires or sub-sectors. Water treatment
plants, gym lghting, T-12 replacement, and exterior lighting are several possibilities that have
sigritficant potential. DCEQ could work towards transforming the market for particular sub-
sectors. For example, promioting energy efficient motors for public water treatment plants across
the state could very-cost-elfectively reduce energy use by these facilities. SEDAC, ERC or
other contractors selected from the BITE RFP could assist in reaching out to the s¢lected sectors.

Project Implementation A.s*.si.s#fc*;fwe

Members of the Stakeholder Advisory Group and the program evaluators have recommended
that DCEO put more funding into providing technical assistance to governmental entities to

-~ assist thent in applying for EEP-funding and identifying other financing options, DCEO ptans to
redirect Builditg [ndustry Training and Bducation (B IT‘E) programs towards such "enhanced
implementation assistance™, DCEQ would continue some existing BITE programs - such as
Building Operator Certification, building codes training, and Home Performance with Energy
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Sim training - and with the rest of the funds, issue an RFP to so,lwu applications for Project
implamumaimn Assistance. Proposed assistance could encompass all eligible public sector
‘ehtitics, or preferably focus on smg‘ie or selected sectors, such as manicipalities, public schogls,
cnmnmm"ty colleges, public universities, libraries, park districts, or water treatment districts. The
prants would be performance-based, w here the- pay‘men‘i structure is based on kWhs saved or
atount of progiam incentives requested. :

Lever afz}ﬁg Of ARRA and Other Funds

While ARRA programs have contributed to the dearth oi Public Sector applications in Program
Year 1 and 2, the ARRA programs can also bg an o} porfunity. DCEQ is administering the
ARRA Enetgy Efficiency and Conservation Block Granis (EECBG) on behalfof the 1,300 non-
entitlement cotniiumities and state faéi]}‘tleb l‘ DEEO 8 | jeﬁng with the 1[linols Association of
Regional Counéil end the regional planmng agericies as it§ program adninistrators to leverage
ARRA and EEP funds for local energy effieiency proj 5. In the program guidelines; DCEO
has required tha rrro,r,ram applicants with projéets eligible for BEP funds must first apply. for -
EEP funds before being elzgibia for ERCBG funds. DCEO also plans to request assistunce from
DOE and the Midwest Energy. Efficiency ice (wim has a grant from DOE to provide
technical assistance to EELBG grant recipients) to reach out to Block Gramt entitfement
commumnitios to encourage them (o use EIZ{LBG funds-to s'uppicment rather than supplant” EEP
funds, as called for in the ARRA.

Another opportunity is to work more ¢losely with the Clean Energy Community Foundation to
ensure that the EEP and CECF programs are complementary rather than offering competing or
duplicative programs,

Iﬁnovafwe Profect Financing

DCEO has also begun to focus efforts on assisting and encouraging its program constituents to

take advamage of the growing range of innovative financing opportunities.

1. EPC Technical Assistance. Energy Performance Contracting (EPC) is an innovative
art: angemcm for designing, installing and finahcing ehergy improvement projects where the
savings achieved by the project are guaranteed to amertize the cost of the project over the
term of the agreement. Because of some bad experfences with EPC 10-15 year ago, DCEO

created an EPC technical assistance prograiy. The Department provides technical serviees to

publc entities, such as state facilities, municipalities, public housing authorities, K-12
schools, colleges, universities and not-for-profit facilities to help then effectively use
performance contracting 1o finance enérgy efficiency retrofitsThe program has helped secure
energy investments of nearly $200 million, generating annuat savings of niere than $25
million. DCEO is working to integraté this important program info its EEP program and to

] 2 1 wiith assistance provided throngh the SEDAC program and new Public Housing
Authorify program.

2. Tlirots Treasurer’s Office. The [linois Treasurer created the Green Energy program to
encotirage energy efficient deve!epmem and improvements by offering low-interest loans to
businesses, non-profit organizations and loeal governments in linois. The Treasurers
Office secures below-market interest rates for borrowers who finance their puichase or
instalation of energy efficient and renewable energy equipmerit at participating lenders. The
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Green Lmargy program eligibility criteria include proof of pammpauon in DCEQ, Comkd, or
Ameren EEP privrams. _

3. inois Finarce Authority. Under P.A. 96- 817 the IFA is suthorized to provide moral
obligation loun guarantees for energy efficiency projects. Commertial, industrial, municipal
and notwfor-pmht entitics are eligible to apply for both new construciion and retrofit projects.

* However, they must apply for other available Federal, State or utility financial incentives
(such-as EFP incentives) before applying to [FA for this credit enhancement,

4. Property Assessed Clean Energy (PACE). P.A.96-481 authorized municipalities to enter -
into’ agreemcnts with property owners to finance renewable energy and energy etficiency
1mpm ements through thelr property taxes.

f'fnaming The General Assembly urider P.A, 96-0033 required utilities to offer on-

finarieing programs for residential custonters and small-business customers. The IHinois
Caminerce Commission is helding heéarings.and meetings to finalize this progra, and the
state’s utilities are beghining to work with lenders and others to develop on-bill finance

programs {o respond to the law,

rpy Savings from Market Trapgfc’;nnaﬁon Programs

DCEO did not originally claim any energy savings from its Markét Transformation programs as
it was unkaown at - the time whether these savings could be ¢learly attiibuted o these programs.
It has begorne increasingly clear that these programs résalt in definite energy savings that could
be meéasired and used in megting DCEO?s goals.

SEDAC spillover '
'The Smart Energy Design Assistance Center provides several levels of assi stauce ranging from
_phone advice for busitiesses und g g,ovmunemml entities on énergy e¢fficieney meéasures ta whole
building analyses of potential energy savings and their associated economic benefits,. SEDAC
brings in miany applicants under the utilities Commereial and Industrial progrars as well as
unider DCEO Public Sector Programs. In addition; many of these same entities often make
reductions beyond those incentivized by the State and utility programs. SEDAC conducts
quarterly surveys of the ECMs implemented by each of its clients and has developed a database
to track these reductions, The database could be used to document spillover reductions,

Building Codes Training

Since DCEO is aiready mandated under the Building Energy Efficiency Act to provide technical
assistance on building energy conservation codes; the utilities and DCEQ agreed that DCEO
would address energy codes in ity plan. The approved plan included funding for the Building
Industry Training and Education Program (BITE), including building wdgs training to improve
understanding of and compliance with the code and fo promote adoption of Green Codes that
push beyoird the current Interiiational Energy Consérvation Code (I ECCyado pted by Hlinois.

The plan did not tey to measare or claim eredit For the resulting enetgy savings, but other states
have added as much as 3% to their annual encrgy savings rhmugh codes-related programs. DOE
is currently testing and refining methods for measuring the raté of compliance with energy codes.
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DCEQ would like 10 apply those methods and elaim eredit for energy savings directly
atiributablé to the BITE codes traitiing funded from EEP, including successful efforts to
~encourage adoption of Green Codes. It may not be possible to beggin documenting the energy

savings until the next three-year plan, but DCEQ would like to explore options during the third
pmgrmn year and roport to the SAC and ICC o its Gndings. .

Buildding. Opemmr Certification

Another program Tanded under BITE is Buildi ing Operator Certification (BOC), BOC, which is
mamgtxd by MEEA with a grant from DCEQ, is a hand-on training and cenification program
Ut -addresses energy savings oppottunities from building operation and maimenance. The
training is offered o building operators, managers and vonsultants. Studies have documented the
tvall energy savings that have oceurred 4s a result of the training and certification. Under this
year's grant, MEEA will hfs]p docurnent the savings from its BOC program and deterniine how.
much is in addition (o savings already cluimed in DCEO’s Public Sector or utility Comnercml
and Industrial programs,

Staffing and Proiect Data Manapement

Finally, two arcas that evabiators idenified in particular where DCEO should take action are
expanding staffing levels and developing a more functionial project database, DCEO has
expanded staff during the past few months. DCEO also has hired a contractor to build a database
with:nieh greater ﬁmcnonahty The database is being designed to befter serve the needs of
project tracking, monitoring, accounting, and evaluation.

RECOMMENDATIONS

PCEQ is planning a range of modifications to its Energy Efficiency Portfolio Plan to address the
chalicng&s in meeting its energy saving goals, and the local government and schools target, and
low inconie goal. DCEO plans to adjust its incentive levels to maximize program partieipation
and encrgy ﬁwmgh I-atso plans to modity its program offerings to seize additional energy
saving oppirtugities, For example, DCEO would clarify eligibility rules to include public
nnennis- (’md, ated facilities) in its Public Sector Programis and private schools in the Lights
for Learniftg Program, two markets that dte being underserved by current programs. The revised
Plan calls for & new program targeted towards Public Housing Anthorities, expansion of the
Retrocammissioning Progmm, and use of vatning and education funds For “enhanced
implememation-assistance”, The Plan also includes enhanced marketing and outreach efforts as
a critical element fo ensure the various program changes are effective in better serving the Public
Sector and Low Income markets. The Plan also recommends exploring opportunities for
quantifying and clahming credit for market wansformation pmgmmb, such as SEDAC and
building codes training, Finally, as reconymerided by the Piogram Evaluators, the revised Plan
includes expanding DCEO EEP staff and development of a more robust and functional database.

16




The Revised Plan in summary:

1. Incentive Levels
»  Adjust incentives levels for Public Sector programs 1o Mmaxirmize program
participation and energy savings,
o Set differential incentives for local governments, k-12 ichools and commumity
colleges, In order to better achieve local governiment and schoolstarget,
v Assess suceess of revised ingentives every couple months and adjust as necessary.

2. Progtam Madﬁﬁuan{ms

o Clarily the Public Sector Energy Efficiency eligibility rules to include muscnms,
2003, gardens, ete. located on public lands (or.otherwise serving a public funiction)

~ under the 10% local government and sehiools target.

e Revise the scope of the Lights for Learning program from public k-12 schools to

include private k-12 schools as well.

¢ Develop a program targeted to Public Housing Authorities.
Expand Retro<commissioning program. :

» Add more prescriptive measures to Standard Program and upgrade Low Income
Program new construction/gwt rehab standards.

3. Enhanced Marketing and Outreach
¢ Adopt marketing strategy to:
o Use DCEO Regional oihces/%tai‘f more effec.tmiy to pmmcm programs
within their assigned region.
o Communicate on a regular basis (at least quarterly) with utility External
Affairs and Account Managers.
o Develop stronger Trade Ally relationships by communicating regularly
through ¢-newsletters and webinars,
o Create and develop a brand for the [llinois Energy Office along the lines of
ActOnEnergy or Smartldeas.
o Effectively use the State of Hlinois press office to write and distribute press
refeases to increase awareness of BEP program and use the State Energy
Office website and social ﬁmiwrking (Twitter and Facebgok) to nigke
program announcemends and sharé suceess stories, .
o Participate in Trade Shows as budget allows.
o Increase outreach stafT'in order to participate in more (;.,ommumty outreach
: events.
s Program targeting
o Offer special promotions that target energy e.fﬁuency sectors or measures of
particular potential. Examples may include water treatment plants, exterior
lighting, or gym lighting,
¢ Implementation Assistance .
o Issue RFP for entities to provide "enhanced implementation assistance" for
public applicants through Building Industry Training and Education (BITE)
RFP, with performanee-based payments.
+ Leverage ARRA and other Funds to expand project opportunities
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o Use partmership with ILARC and thae reg,mznai planning ai,wnues 1o leverage
EECBG for mon-entitleiient coti :

o Reach out to EECBG éntitlerient copmnsunities with nssistanse of DOE and
MUEA engourage them. to use ARRA funds to “'s‘upplemem rather than
supphant™ EEP funds,

o Work mote closely with Clean Energy Comnrunity Fouridation to ensure that
the programs are complémentary rather than continue to offer comy petmﬁ or
duplieative programs,

¢ Promot Innovative Financing Mechanisms-

o Integrate Energy Performasice Contracti ng (EPC) technical assistance
program intd EEP Publie Seciorand Public Housing Authiority programs,

& Coardmcm and collaborate with Treasuter’s Office and Iilinols Finance

"mcm:d obligation” loan guarantees. _
o f‘xplor{e potential for PACE and. on-bill !manmng Lo assist DC‘EO program
wnsltiuenis

4, Qmmuf‘f and clalm credit for market tmmmrmahon programs -

= Explote eppcmumnva for measuring the spillover energy efficiency benefits of- lhc

* ‘Smart Energy Design Assistanée Program, based on the quarterly surveys of past

reciptents of désign assistance, 1o be mpl(’:meﬂied in second Three-Year Plan.

e Test methods fo measure energy savings altributable to Codes training programs that
increase complmnm rates for state Energy Conservation Buxldmr_., Cades or that assist
local governments in adopting Green Codes.

¢ Docurnent cnergy savings from Building Operator Certification progrum in addition
to savings already claimed in DCEQ’s Public Sector or uiility Commercial and
Industrial programs.

5. Staffing and Daty Management
. E*(p&ﬂd State Energy Office staff dedicated to EEP,
. Dcvefep mere fundtional database to support praject trackmg“ monitoring,
accourting, and evaluation,
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