Memorandum

Date:	June 17, 2014

To:	All Interested Parties involved in the Section 16-111.5B Workshop pursuant to the Illinois Commerce Commission’s Final Order in Docket 13-0546

From:	Melville Nickerson, Deputy Director Energy and Recycling Office, Department of Commerce and Economic Opportunity	

Re:	DCEO Responses to Section 16-111.5B Workshop Questions
4.	What barriers or bidding difficulties have prevented the Illinois Department of Commerce and Economic Opportunity (“DCEO”) from participating in the annual third-party RFP process conducted pursuant to Section 16-111.5B of the Illinois Public Utilities Act?  How could/should they be addressed?  How can DCEO participation in the Section 16-111.5B EE process be facilitated?  Is there anything about the competitive procurement process that could be modified to facilitate DCEO’s participation? 
The implementation of Section 16-111.5B has certain impediments that inhibit DCEO’s participation in the Illinois Power Authority’s annual procurement of energy efficiency.  These impediments are both statutory and a dynamic of the program.   For example, Section16-111.5B requires the IPA to examine energy savings with an eye toward the future as a means to offset energy procurement, thus the greater need to assure energy savings.  In contrast, Section 8-103 the Illinois Commerce Commission examines energy savings retrospectively based on statutory goals and market performance adjusting the latter based on the former.  
Performance Contracting / Funding: 
Section 16-111.5B’s emphasis on assured savings, while necessary, creates a scenario where generally projects are reimbursed based on performance.  In the absence of a dedicated fund DCEO does not have the means to or incur expenses that may not be reimbursed.  
Total Cost Resource Test / Low-Income Projects: 
Section 16-111.5B requires all eligible energy efficiency projects pass the total cost resource (TRC) test.  While prudent and necessary, this test inhibits the incorporation of DCEO’s low income programs since many measure do not pass the comprehensive whole-building approach used by DCEO under Sections 8-103 and 8-104.  Even if the TRC test was not an issue under Section 16-111.5B the expansion of low-income programs would be difficult to implement without additional funds for natural gas, the bulk of energy savings in low income houses. 
Public Sector: 
Many governmental entities are in competitive classes not eligible for IPA programs under Section 16-111.5B.  DCEO has no way of knowing which public sector utility customers are eligible for IPA programs, because it does not have direct access to utility customer account data.  
Legal Issues: 
DCEO is uncertain about the ability to bid into utility IPA programs. In particular, the performance-based nature of the projects is a potential problem as to whether the state could sign a contract where the reimbursement of funds is uncertain.  DCEO would also need a dedicated fund to participate in the IPA program. 
5.	Could expansion of existing DCEO Section 8-103 EE programs, which are funded by the utilities and referenced in their Section 8-103 EE Plans, be another path for DCEO participation (i.e., treating expansion of the DCEO Section 8-103 EE programs in the same way that expansion of existing utility Section 8-103 EE programs are treated) in the Section 16-111.5B EE process?  
Since Section 8-103 differs from Section 16-111.5B, as discussed in DCEO’s response to question four, the expansion of DCEO’s low income programs would require an exemption from the TRC test and additional natural gas funds to achieve maximum and efficient program savings. 
6.	What are the barriers, if any, to DCEO and the utilities jointly or severally administering a new EE program proposed pursuant to Section 16-111.5B that targets in whole or in part customers that are eligible for DCEO Section 8-103 EE programs?  How could/should they be addressed? 
DCEO believes that a public street lighting program is an opportunity that is ripe for collaboration with the utilities under Section 16-111.5B and Section 8-103.  DCEO is under the impression that street lighting utility accounts are not considered competitive and would be eligible for the IPA efficiency program.  The potential energy savings from more efficient street lights is tremendous.  However, there are barriers to implementing street lighting programs since many of the fixtures are owned by the utilities.  In order to pursue this opportunity DCEO would require additional funds beyond Section 8-103 and close cooperation with the utilities.
[bookmark: _GoBack]  7.	If a utility receives a bid through the Section 16-111.5B process that in whole or in part targets customers potentially eligible for DCEO Section 8-103 EE programs, would DCEO’s participation in the Procurement Plan approval docket be sufficient to ensure that the EE program is not “duplicative” or “competing,” as defined in the Commission’s Final Order in ICC Docket No. 13-0546?
ComEd and Ameren asked DCEO to review their IPA applications to determine whether the proposed programs are duplicative or competing.  DCEO is uncertain whether our participation in the Procurement Plan will be sufficient to ensure that duplicative or competing programs are not approved by the utilities and incorporated into the IPA’s annual procurement plan.  














