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I. Executive Summary 

1 .I. Summary of Statutory Requirements. 
Section 12-103 the Illinois Public Utilities Act (Act), 220 ILCS 5/12-103 requires that electric 
utilities implement measures to reduce energy delivered by 0.2 percent in program year 2008 
(June 1, 2008 through May 31, 2009), and continuing to implement measures towards the 
target of 2.0 percent of energy delivered in program year 2015 (June 1, 2015 through May 31, 
2016). Achievement of these targets is subject to a cost cap (or spending limit) of the greater of, 
2.0% of the amount paid by retail electric customers for the year ending May 31, 2007 or an 
incremental annual increase of 0.5% per year of the amount paid by retail electric customers for 
the year ending May 31,2007 through May 31,2010. Under no circumstance is the amount paid 
by eligible retail electric customers to exceed the greater of 2.015% of the amount paid per kWh 
by those customers during the year ending May 31, 2007 or the incremental amount per kWh 
paid for these measures in 201 1. Every three years beginning in November 2007, the utilities 
are to file plans with the Illinois Commerce Commission describing how these targets are to be 
met. In addition, the Act requires the Company to meet Demand-response targets. 

Program Year 2008 2009 2010 

Spending Limit ($millions) $14 $29 

Load Reduction Target (MWH) 77,000 232,000 

$45 

467,000 

Peak Demand Reduction Target 5 MW 10 MW 15 MW 

This Plan represents the Ameren Illinois Utilities' commitment to meeting these targets and by 
doing so to enhance the value we deliver for our customers. The Company has worked with a 
diverse group of stakeholders to develop a portfolio of programs that uses best practice 
program design and delivery to reach all key customer groups with cost-effective energy 
efficiency options. The portfolio has been crafted to meet public policy and corporate objectives, 
and represents the first step in an ongoing process to offer the best customer energy 
management services possible to our customers. 

1.2. Summary of the Portfolio 
The following table summarizes the portfolio the Company proposes. This is a portfolio that: 

Meets statutory targets within the cost caps set by the Act. 

Is cost-effective at the measure, program, and portfolio level. The overall portfolio benefit- 
cost ratio using the Total Resource Cost test specified in the Act (and identified as the 
Illinois Total Resource Cost throughout this Plan) is 1.40 

Is based on best practice. The program designs selected for this portfolio are based on a 
review of program experience across the country as reflected in various studies of best 
practice by the American Council for an Energy Efficient Economy, the Oregon Energy 
Trust, the Consortium for Energy Efficiency, and the US. Environmental Protection Agency. 

1 



1. Executive Summary 

The portfolio also reflects the suggestions of and review by Illinois stakeholders and national 
energy efficiency experts.’ 

Effectively integrates programs designed by the Department of Commerce and Economic 
Opportunity (DCEO or Department). The DCEO programs ensure that the offerings satisfies 
statutory requirements that at least 10 percent of funds are allocated to programs serving 
municipalities and that funds are allocated to programs that target households at or below 
150% of the poverty level at a level proportionate to the households’ share of total annual 
utility revenues. 

Lays groundwork for market transformation. All parties agree that the ultimate objective 
served by the programs required under the Act is the transformation of the market for 
energy services in Illinois, such that consumers are able to use the information and tools 
provided over time through these programs to take control of their energy management 
decisions. Our proposed programs aim to build the capability of both sides of this market. 

Is flexible and manages risk. Although the Plan presented here represents our best initial 
effort to design programs that will meet our objectives, inevitably some programs will work 
better than expected while some will not work as well as expected. Our Plan is based on a 
formal assessment of the risks associated with each program and is designed to manage 
those risks. One key element of that risk management strategy is the flexibility to shift 
resources within the portfolio - to modify portfolio composition and risk as the market 
responds to our programs. 

Is scalable, to enable the Company to ramp programs up or down as needed. At this stage 
in the process, predicting precisely how each program will be met by the market is not 
possible. Therefore, having programs within the portfolio that can be quickly scaled up or 
down is essential to enable a rapid response to market changes. In particular, it is important 
that the portfolio include programs that can be efficiently scaled up as annual targets 
increase. 

Represents a diverse cross-section of opportunities for customers of all rate classes to 
participate in the programs. Roughly seventy percent of the three-year target will come from 
the commercial and industrial sectors, and thirty percent from the residential sector. Total 
costs are split roughly evenly between residential and commercialhndustrial customers. 

The following three tables summarize portfolio energy savings, demand savings and costs for 
the three year planning period. 

‘See for example, American Council for an Energy Efficient Economy Compend um of Exemplary Programs available 
at http I l w  aceee orgluti itylexemp arygmgramslinoex htm Energy Trust of Oregon Best Pract ces of Energy 
Effciency Organzations ana Programs ava lable at 
w eneravtrusl orqll brarvireoortslBest Praclicedindex hlm 711nk proarams reports 18nl Paae.3, and Best 
Pracbces Benchmarkmg for Energy Efficiency Programs available at htto l I w  eebestoracl ces comlindex asD 
Also see var ous program descriplions ava lable from ine ConsoNLm for Energy Effic ency available at 
htlo IIwww ceel org! 
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1. Executive Summary 

Table 1: AIU Portfolio Summary - Energy Savings 

TOTAL ANNUAL MWH 2008 2009 2010 
DR Commercial Demand Credit 47 93 137 

Residential DR - D i m t  Load Contml 264 530 804 
DRTotal 31 1 622 941 
EE Home Energy Performance 995 2,513 3,351 

Residenlial HVAC Diagnoslics BTuneUp 0 1,812 3,624 
Residential Appliance Recycling 2,426 8,897 14.559 
Residential Lighting &Appliances 10.086 22,923 45,845 
Residential Multifamily 2.792 4,189 4,189 
Residential New HVAC 343 1,543 3,086 
cai Prescriptive 35,276 63,182 @4,242 
Cal Retmcommissioning 513 1,230 1,914 
Comnercial New COntNction 0 102 458 
Street Lighting 4,249 4,249 4,249 
cai Custom 5,817 15,012 24,395 

EE Total 62,497 125,651 ias,sii 
AlUTotal 62,808 126,273 190,853 

Table 2: AIU Portfolio Summary - Peak Demand Reductions 

TOTALANNUAL KW 
DR Commercial Demand Credit 

DRTotal 
EE Home Energy Performance 

Residential DR - Direct Load Contml 

Residential HVAC Diagnastics 8 TuneUp 
Residential Appliance Recycling 
Residential Lighting 8 Appliances 
Residential Multifamily 
Residential New HVAC 

Cal Relmccmnissioning 
Commercial New COntNction 
S k e t  Lighting 
cai Custom 

cai Prescn'ptw 

EE Total 
AlUToial 

2008 2009 2010 
2.328 4,612 6.851 
2,936 
5,263 

57 
0 

374 
178 
481 
89 

8,355 
12 
0 
0 

756 
10,303 
15366 

5,884 
l o r n  

143 
373 

1,372 
406 
722 
399 

14,965 
30 
33 
0 

1,952 
20,393 
30,919 

8,938 
15,789 

190 
746 

2.244 
811 
722 
798 

19,953 
47 

147 
0 

3,171 
28,829 
44,619 
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1. Executive Summarv 

Table 3: AIU Portfolio Summary - Costs 

ANNUAL PROGRAM COSTS 
DR Commercial Demand Credt 

DR Program Total 
EE Home Energy Pelfomnce 

Residential DR - Direct Load Contd 

Residential HVAC Diagnostics Tune-up 
Residential Appliance Recyclirg 
Residential Lighting 8 Appliances 
Residential Mullifamily 
Residential New HVAC 

CBI Relmcmmissioning 
Commercial New Constmtion 
Street Lighting 

cai P w r i p t i i e  

cai c u t m  
EE Program Total 
Po~olio-Wide Casts 

Edwatbn Pmgram 
Evaluation, Measurement and Verification 
InfomaBm Pmgram 
Porffolio Administration 

Podfolii.Wide cost Total 
AIU Total 

2008 2009 2010 
$51,452 $102,617 $151,444 

$637,326 $851,820 $1,087,386 

$249,968 $631)497 $841,996 
$0 $773,605 $1,547,209 

$787,500 $2,887,500 $4,725,000 
$l,lM,261 52,646,047 $5,292,094 

$262,684 $394,025 $394,025 
$125,665 $565,491 51,130,982 

$3,499,239 $6,267,293 58,356,391 
$192.206 $461,294 $717,569 

$0 $72,000 $324.000 
$520,000 $520,000 1520,Mx) 
$561,784 $1,449,765 $2,355,569 

1733,305 116,668,518 126,205,135 

$260,000 $400,000 $500,00 
$420,000 $340,000 $1,260,000 
$260,000 $400.00 $5oo,MM 
$975,000 $1,4OO,WO $2,100,000 

11,915,000 $3,040,000 $4,360,000 
19,967,063 $20,662,955 131,803,964 

1688,778 1954,437 $1,238,829 

1.3. The Planning Process 
The Company's Plan reflects a detailed analysis process that included the economic screening 
of close to 1,000 energy efficiency measures, a review of utility program design best practices 
and a formal uncertainty and risk analysis. This process is described in more detail in Section 4 
and included the following steps: 

Assembly of a list of viable energy efficiency measures for all customer classes and 
multiple buildinglindustry types. The primary source for the measure list was the 
Database for Energy Efficiency Resources (DEER) developed and maintained by the 
California Energy Commission. This database is a nationally recognized source for such 
information. 

Collection of energy savings and cost information from each measure. The primary 
source for non-weather-sensitive measure data was the DEER database. The energy 
savings associated with measures that are weather-sensitive were estimated by ICF 
International using the DOE-2 building energy simulation modeL2 

Economic screening of the measures using the Company's avoided electric costs 
inclusive of an estimate of the cost of carbon (estimated at $15/ton and rising at 5.0% 
per year) This screening process was based on the Total Resource Cost test as defined 

2 Non-weather-sensitive measures are those for which energy savings do not vay significantly as a function of local weather. 
These measures include many lighting technologies, motors, food service equipment and many industrial pracess 
improvement measures. 
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1. Executive Summary 

by the Act and referred throughout this Plan as the 'Illinois TRC test'. The screening was 
conducted by ICF International using its energy efficiency program analysis model. 

Bundling measures that passed the screening process into logical program "elements", 
such as residential lighting and appliances, commercial prescriptive incentives, etc. 

Expanding these basic program elements into program templates that describe program 
element structure, recruiting, implementation, incentive, administrative and evaluation 
strategies. 

Collection of program element data such as incentive levels, administrative, marketing 
and implementation costs and participation estimates. 

Screening the program elements for cost-effectiveness using the Illinois TRC test with 
the ICF portfolio analysis model. 

Adjusting individual program participation estimates to achieve portfolio balance. 

Screening of the DCEO programs for cost-effectiveness and integration of the DCEO 
program suite into the Company's portfolio. 

Preparation of a formal analysis of program and portfolio risk using the ICF model and 
the @Risk (see Appendix A for further detail) uncertainty analysis software. and 
readjustment of the portfolio in an effort to mitigate risk. 

1.4. The Challenge of Understanding and Managing Program 
and Portfolio Risk 

Several types of risk must be accounted for in portfolio design and management: 

Performance risk. The risk that, due to design or implementation flaws, the program does 
not deliver expected energy savings. This risk is common to all program types. 

Technology risk. The risk that technologies targeted by a program fail to deliver the energy 
savings expected. This risk is concentrated in programs that target emerging technologies; 
systems that are aggregates of specific technologies, and/or systems in which energy use is 
strongly influenced by external factors (e.g. customer behavior, economic conditions, etc). 

Market risk. The risk that, either because of a poor economic climate or the availability of 
better investments, customers choose not to participate in a program. 

Evaluation risk. The risk that independent EM&V will, based on different assumptions, 
conclude that energy savings fall short of what the implementers have estimated. 

Typically, the first three types of risk are addressed through program design intended to 
minimize risk within a program and by ensuring the portfolio contains a mix of program types 
(different services, delivery mechanisms, providers, incentive types and levels, etc.) sufficient to 
avoid over-reliance on any one approach, technology or market. 

Evaluation risk is much more difficult for the Company to manage. Although risks associated 
with program performance can be assessed in close to real-time, the likelihood that an evaluator 
will determine that portfolio energy savings will fall below, meet or exceed targets cannot be 
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1. Executive Summary 

assessed. The Company is responsible for prudent management of the portfolio to ensure that 
programs produce the required level of energy savings based on sound assumptions regarding 
net measure energy savings. However, it has no control over what value an evaluator might 
choose to apply for the energy savings associated with any given measure. In the case of those 
measures accounting for large shares of portfolio energy savings, an evaluator's conclusion that 
the values used by the Company are not appropriate could swing the portfolio from exceeding 
its target to missing it. Given the inherent time lag in completing evaluations, it is likely that the 
Company will not have the evaluator's opinion regarding realized net energy savings until well 
after the three-year implementation period has ended and any corrective action could be taken 
to address any possible shortfalls. 

The combination of these two factors we believe subjects the Company to considerable risk that 
cannot be managed. Good program design can prospectively work to minimize program free 
riders, for example, but the Company will not actually know the evaluator's estimate of free 
riders until the implementation period is over. We propose to work closely with the Commission 
Staff, the independent evaluator and stakeholders to ensure that evaluation risk is fairly 
balanced. 

Section 3 provides a more detailed discussion of portfolio risk and risk management. The 
Company has gone beyond simply acknowledging these risks and has prepared a formal 
analysis of the impacts of uncertainty on its portfolio. Specifically, we assigned subjective 
probabilities to the likelihood that certain key assumptions regarding technology performance, 
participation and program net-to-gross ratios, and then simulated the impacts on the Company's 
ability to hit its energy savings targets using Monte Carlo (see Appendix A for further detail) 
analysis. Recognizing that this initial risk analysis was based on subjective probabilities rather 
than empirical data, the results of the analysis showed that the portfolio is most at risk from the 
evaluator concluding that the ratio of net energy savings to gross energy savings is different 
than assumed when preparing the Plan. However, the combined effect of performance and 
market risk (represented by the ratio of actual gross energy savings to planned gross energy 
savings) also has a major impact. 

The Company has made several adjustments to its portfolio to better manage these risks: 

We have reduced the planned contribution from residential lighting measures (the single 
largest contributor to program energy savings). This action is consistent with 
recommendations from stakeholders and reduces our exposure to performance and 
evaluation risk with this single measure. However, given the challenges of program 
ramp-up and the aggressive targets, the portfolio cannot achieve its targets and stay 
under the cost cap without a significant contribution from this technology. 

We have built the portfolio around program elements that, for the most part, can be 
ramped up or down quickly as necessary based on performance. 

We are making an investment in this portfolio in program elements such as commercial 
new construction which cannot be expected to generate significant savings in the first 
three years, but which will significantly enhance technology and program diversity in the 
subsequent plan and work towards market transformation. 

We have used program designs which we believe reflect best practice and offer us the 
best opportunity to achieve expected energy savings. 

6 



1. Executive Summaw 

Essential to this risk management strategy is retaining sufficient flexibility to reallocate funds 
across program elements, including the ability to modify, addlor discontinue programs as 
dictated by additional market research and actual implementation experience. Specifically, we 
propose the following: . The reallocation of funds among program elements within the Residential and Business 

Solutions programs (excluding those elements managed by DCEO) to ensure the 
Ameren Illinois’ Utilities ability to achieve its goals, where the change in budget for any 
specific program element is greater than 20%. 

Discontinuing approved program elements within the Residential and Business Solutions 
programs. 

Adding new program elements within the Residential and Business Solutions programs, 
as long as those elements pass the TRC test. 

Dismissing the Ameren Illinois’ Utilities evaluation contractor under the terms of the 
contracts signed with that contractor, and hiring a new contractor. 

. 

. 

. 
The proposed portfolio represents the initial effort to design a cost-effective mix of programs 
with a high probability of success. Following Commission acceptance of the Plan, we will 
proceed with final and detailed program designs and implementation plans. Continuing market 
research will also influence ongoing Plan direction. Based on the information compiled through 
this process, these initial program designs most likely will be modified to strengthen the program 
offerings. 

1.5. The Company’s Proposed Programs 
The Company, in cooperation with the DCEO, and with input from a broad group of 
stakeholders, has developed a portfolio of energy efficiency and Demand-response programs 
that will meet these statutory requirements. The portfolio as a whole is cost-effective with an 
Illinois TRC test benefit-cost ratio of 1.40. The portfolio is projected to meet annual energy 
reduction targets in each year of the implementation period at an expected cost equal to the 
estimated rate cap. The portfolio also will meet the statutory Demand-response targets within 
the rate cap. 

The Ameren Illinois portion of the portfolio comprises 75% of the proposed funding and 81% of 
proposed annual energy savings. Twenty-five percent of the annual funding is allocated to 
programs to be administered by the DCEO. Finally, 6% of the total funding is allocated to 
programs for low income customers. This funding also is contained within the DCEO share of 
funding. 

The Ameren Illinois portfolio is built around two broad programs, each of which contains several 
program elements intended to provide a diverse range of energy efficiency options for all 
customer classes. 

Residential Energy Solutions offers a wide range of options for residential customer energy 
management. The program is intended to offer customers multiple points of entry to the 
services offered by the Company, while at the same time promoting comprehensive actions 
that can create the most value for customers. An important objective of this program is to 
use customer education, training, and technology to build a foundation for market 
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1. Executive Summary 

transformation. During the first implementation cycle, we expect that most program elements 
will be technology-based and focused on relatively simple customer actions. Coupled with a 
strong consumer awareness and education effort, our objective is to transform initial 
technology focused services into more comprehensive "whole home" solutions. The specific 
elements of the proposed Residential Solutions programs include: 

o Lighting and appliance rebates. The initial focus will be on buying down the cost of 
compact fluorescent light (CFL) bulbs at the retail level. The program will function very 
much like the US. EPAs Change-a-Light campaign. Over time consumer appliance and 
electronics may be added to the program. Due to the expected increase in CFLs 
requiring disposal, Ameren Illinois Utilities will also evaluate long-term recycling solutions 
for the bulbs. 

o Appliance turn-in and recycling program. Rebates in the range of $30 will be provided for 
the turn-in of second refrigerators. The old appliances will be collected and recycled with 
capture/destruction of ozone-depleting substances. 

o Central air conditioner diagnostics and tune-up. The program will train HVAC technicians 
in proper refrigerant charge and airflow, and will offer rebates to these technicians for 
application of these techniques. This program will take advantage of the in-home HVAC 
technician visit to install air conditioner control switches and possibly smart thermostats. 

o New central air conditioner and proper installation incentives. Incentives will be provided 
to either homeowners or HVAC dealers for the sale and proper installation of new central 
air conditioning systems. This program will take advantage of the in-home HVAC 
technician visit to install air conditioner control switches and possibly smart thermostats. 

o A Multi-Family Program. The program will engage customers as well as recruit trade 
allies, ie. private contractors, to promote the installation of energy efficient lighting in 
common areas as well as provide energy audits for the installation of measures in tenant 
spaces related to central AC unit diagnostics and tune-up. Incentives would be paid to 
individuals that implemented the measure. 

o Single-Family All-Electric Home Performance. Incentives will be provided for a bundle of 
electricity-saving measures that will be promoted to owners of all-electric homes. 

o Web-based residential energy audits. The Company intends to use this audit as one key 
portal to the broader portfolio of residential solutions. Consumers using the audit will be 
directed to specific incentive opportunities. Plans already are underway to install this 
element and costs will not be charged through the portfolio budget. 

o Direct Load Control. Participating customers will have an air conditioner control switch 
installed. The Company will use this to directly control customer load during peak 
events. 

Business Energy Solutions offers a complementary set of energy management options to 
commercial and industrial customers. A wide range of Individual technology or device 
incentives will be available, but the objective of the program over time is to move customers 
towards comprehensive solutions. Customers will be able to enter the program through any 
individual program element, although the Company will encourage customers to use 
building benchmarking services available through the program as a first step toward a 
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1. Executive Summary 

adoption of a “whole building” perspective on energy management. Specific program 
elements will include: 

o Prescriptive Incentives for common commercial and industrial efficiency measures such 
as improved lighting technologies, efficient commercial food service equipment, premium 
efficiency motors and so forth. Incentives will be set and paid on a per measure basis. 

o Custom incentives for more complex measures, including industrial process 
improvements. Any measure that would improve a customer’s electric energy efficiency 
will be eligible provided that it is cost-effective. Incentive levels will be project specific 
based on prescribed calculations that will include caps on maximum incentives. 

o Retro-Commissioning incentives. Retro-commissioning involves an assessment of 
building energy operating performance and improvements to that performance through 
proper use of energy systems controls and installation of measures such as ventilation 
and lighting controls. The program will underwrite a portion of retro-commissioning 
studies and actual improvements based on measured improvements. Building energy 
benchmarking will be a required element of this program. 

o New construction design assistance and incentives will be provided to building designers 
and architects and to building owners for surpassing standard new construction practice 
by 20 percent. 

o Commercial Demand Credit. Commercial customers enrolled in this program will be 
notified on a day-ahead or day-of basis when a curtailment event occurs. Customers 
who participate will be credited for their results. 

Street Light Replacement Program. In addition to the two broad programs outlined above 
the Company proposes to implement a Street Light Replacement Program. This program is 
highly specific, targeting existing municipal street lighting owned by Ameren Illinois for 
upgrade to more efficient fixtures. The Company currently has a policy of replacing existing 
fixtures with more efficient options only when maintenance beyond lamp replacement is 
necessary (replace-on-fail). This program will speed the transition to modern high-efficiency 
street lighting by providing an incentive for the retrofit of additional fixtures. This program 
will focus on upgrades that can be made without affecting the spacing of poles, or other 
larger infrastructural changes. 

DCEO Programs. The Company worked with the DCEO to integrate the Department‘s 
proposed programs into the overall portfolio. The Department has designed a range of 
programs that address the statutory requirement that ten percent of funding be allocated to 
measures for units of local government and schools. The Department will also ensure that 
funds are allocated to programs that target households at or below 150% of the poverty 
level at a level proportionate to the households’ share of total annual utility revenues. To 
ensure that program offerings are consistent across the state, the DCEO aligned its 
proposed public custom and prescriptive incentive programs with the programs of Ameren 
Illinois and Commonwealth Edison (ComEd) with respect to eligible measures and incentive 
levels. As parties move into the final program design process, we will continue to ensure 
alignment. 
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1.6. The Program Evaluation Process 
Program evaluation, measurement, and verification (EM&V) activities are central to the success 
of the Ameren Illinois Utilities’ portfolio, and are used to estimate program energy savings 
impacts, monitor program performance, and assure that incentives paid are proportionate with 
achieved energy savings (i.e., preventing overpayment). These activities serve as a way to 
audit, both internally and independently, the actual level of energy savings being delivered and 
to maximize energy savings achieved for the given program budget amount. 

The Act requires the Company to retain an evaluation contractor to provide an annual 
independent evaluation of portfolio energy savings. Given statutory energy reduction targets, 
the evaluation process is of vital interest to the Company. Two aspects of this process are of 
particular concern. First, the maximum amount of funding for evaluation is capped at three 
percent of the total budget. This level of spending, in relative terms, is at the low end for any 
evaluation process that the Company’s consultant, ICF International, has reviewed and, we 
believe, effectively precludes an evaluator from developing independent estimates of measure 
and program energy savings based on direct measurement. Inevitably, the evaluator will need 
to rely to some extent on the other evaluation studies for the values of key energy savings 
estimates such as gross energy savings for some set of measures. In addition, the funding 
levels most likely will limit the sample sizes used to estimate program energy savings and 
precludes a substantial process evaluation. 

Second, as noted above, the evaluation process introduces risk for the program administrator 
The evaluation process that we propose is designed to help mitigate the risks beyond AIU’s 
control, while ensuring an open and independent evaluation process. The key steps in the 
process include: 

Development of a request-for-proposals (RFP) for evaluation services upon Commission 
approval of the Plan and selection of the evaluator as soon as possible. 

Certain measure savings values for common measures, and NTG ratio values are “deemed” 
appropriate by the Commission for use in evaluating the Ameren Illinois Utilities portfolio 
performance. 

Any changes in the deemed values that the evaluator believes are appropriate should be 
applied only prospectively. For example, if the evaluator determines that the ratio of net-to- 
gross savings for a program should be changed, that change should be applied to any 
savings booked from that point forward, but would not be used to adjust savings booked to 
that point. 

In calculating the ratio of net program savings to gross program savings, the evaluator shall 
consider both free rider and spillover effects. 

Preparation of semi-annual evaluation status reports by the evaluator. 

Within the broader collaborative effort AIU proposes, stakeholder participation in the 
following: 

o The development of the scope of work included in the solicitation of evaluation 
services. 

o The review of evaluation proposals 
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o The development of evaluation protocols that address the schedule for 
evaluations, the contents of evaluation reports, and the appropriate methods to 
be applied to evaluation of different types of program elements. 

o The review of semi-annual reports prepared by the evaluator 

Funds spent on market assessment studies to better understand baseline market 
conditions, consumer preferences, market effects of programs, and market actor behavior 
(e.g., training practices of HVAC contractors) are not considered evaluation funds for 
purposes of the 3% cap. 

1.7. implementing the Pian 
Achieving the Company's load reduction targets requires effective and efficient portfolio and 
program management. However, the Company has not had prior experience with design and 
implementation of such an aggressive suite of programs. Therefore, this first Plan represents a 
vision not only for an evolving portfolio of customer energy efficiency services, but for what will 
become a major new Company enterprise as well. We are committed to making this enterprise 
best-in-class based on the following basic principles: 

Attention to detail and performance 

Our ability to succeed over the long-term requires that our plans look beyond the immediate 
three year horizon. What we do over the next three years must position us to succeed in the 
following three years and beyond. 

We will work closely with the DCEO to ensure that our market sees a consistent and 
coordinated set of program offerings. 

We will work with ComEd to ensure that, where both utilities offer similar programs, delivery 
of these programs is coordinated. 

The Company's implementation strategy is described in greater detail in Section 6 below. 

7.7.7. 
Successful implementation includes three key elements: (1) A sound implementation strategy; 
(2) An effective management strategy and (3) A plan for managing evaluation and quality 
assurance. 

IMPLEMENTATION STRATEGY 
Most programs will be implemented by third party contractors selected by the Company through 
competitive bid. The Company will explore the use of performance-based contracts that reward 
cost effective delivery of verified energy savings. The implementation contractors will be 
responsible for development of final detailed program designs and implementation plans, 
including all program participation and incentive forms and marketing collateral subject to 
approval by the Company. In most cases, the contractors will be responsible for customer 
recruitment, delivery of program services and incentive fulfillment. 

Overview of the Elements of Implementation 
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The Company intends to issue requests for proposals (RFP) for programs due to launch in June 
2008 immediately in late 2007, and to have contracts in-place by March, pending approval of 
the Plan by the Commission. Implementation contractors will have until mid-May to develop 
detailed program designs and implementation plans in consultation with the Company. The 
Company intends to launch most programs in June 2008. 

Our proposed summary implementation schedule is shown below: 

Figure 1: AIU Energy Efficiency and Demand-response Program Implementation Schedule 
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MANAGEMENT STRATEGY 

The Company's program management strategy guides actual program implementation and 
encompasses a range of internal and external functions at both the portfolio and program level. 
The following figure illustrates the structure to be used by the Company for portfolio and 
program management. 
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Figure 2: AIU Energy Efficiency and Demand-response Organization Chart 

Several processes are instrumental to our management strategy: 

Planning, Market Research and Analysis: The planning process is continuous; as the 
implementation process yields impact and process information, program designs and 
implementation will be reviewed and, as necessary, adjusted. This first Plan was, by necessity 
based on available data that did not include detailed information on our service territories 
baseline characteristics. The Company intends to identify, plan and execute specific market 
assessment and market research projects over the next three years in an effort to improve its 
ability to design and target cost-effective efficiency and Demand-response programs. These 
projects could include: 

An appliance saturation study. 

Market characterization studies of key markets such as residential lighting, residential HVAC, 

Customer satisfaction surveys and focus groups designed to elicit customer feedback on 

commercial lighting, and new construction. 

program design and delivery. 

Program process evaluations to assess program design and implementation processes. 

Portfolio Communications Plan: Each program element in the portfolio will have a specific 
marketing, communication and recruiting strategy. However, at the portfolio level, a broad 
communications strategy will be developed that addresses program branding, program 
collateral standards, customer service standards for implementation contractors, use of 
Company's trademark by implementation contractors, call center and customer account 
representative training, web standards and integration with the Company's broader 
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communications strategy. This strategy will be coordinated with the Department and ComEd as 
appropriate. 

Back Office Systems Development: Back-office systems for tracking, reporting and incentive 
fulfillment are a critical operational component of the energy efficiency portfolio. Accurate 
acquisition, storage and reporting of data are essential for portfolio management and goal 
achievement. The Company will develop a program and portfolio tracking system capable of 
providing timely information to evaluate portfolio and program performance and support 
adjustments in program efforts and focus. 

QUALITY ASSURANCE STRATEGY 
In addition to the required independent evaluation of portfolio of energy savings, the Company 
will implement processes to ensure that financial incentives are paid only for those projects that 
are expected to yield verifiable energy savings. This process will include Company review of 
any incentive over a specified amount, and on-site verification of a sample of projects for each 
program. Implementation contractors will be responsible for maintaining an ongoing verification 
processes and for documentation of the results. 

Finally, the Company will conduct ongoing process assessments of its programs to ensure 
continuous improvement. The Company will develop specific performance metrics for each 
program and program element and use reports from the tracking system to compare 
performance against these metrics, where necessary designing programs and implementation 
strategies. 

1.8. Portfolio Management 
Successful implementation of the Plan relies on an effective and efficient process for managing 
several key functions at the level of both the individual programs and the portfolio level. The 
following figure describes these functions. 
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Figure 3: Portfolio Management Functional Structure 

Internal executive, planning and administrative functions are obviously closely linked. However, 
some separation between planning and administration is important to ensure arm’s length 
quality control and auditing. 
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2. Introduction 
On August 28, 2007 Governor Blagojevich signed the Illinois Power Agency Act requiring, in 
part, that the Ameren Illinois Utilities and ComEd implement energy efficiency and Demand- 
response programs to meet some of the most aggressive targets set for electric utilities in the 
country. Achievement of the annual targets is constrained by an annual rate cap. Table 4 
summarizes these targets and the cap. 

Table 4: Legislative Targets 

Program Year 2008 2009 2010 2011 2012 2013 2014 2015 

Energy Efficiency: 
incremental % of energy 
delivered 0.2% 0.4% 0.6% 0.8% 1.0% 1.4% 1,8% 2.0% 

Demand-resoonse: % of 
prior year elbible retail 
peak demand 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 

Maximum increase in per 0.5% 1.0% 1.5% 2.0% 2.015% 2.015% 2.015% 2.015% 
kWh rate 

Based on the Ameren Illinois Utilities estimated sales, eligible retail customer peak demand and 
distribution revenues, these targets correspond to the amounts shown in Table 5 for the first 
three years. 

Table 5 AIU Three-Year Estimated Targets 

Program Year 2008 2009 2010 

Projected Energy Delivety (MWH) 38,463,000 38,865,000 39,308,000 

MWH Target 77,000 232,000 4 6 7,O 0 0 

Spending Limit Projection ($M) $14 $29 $45 

Estimated Charge to Recover 0.0366 0.0756 0.1156 
Spending Limit (6kWh) 

The Act also directs that twenty-five percent of the measures approved by the Illinois Commerce 
Commission as part of utility plans be implemented by the DCEO. The Company has interpreted 
this provision to mean twenty-five percent of the total allowed funding shall be allocated to 
DCEO for implementation of programs. In addition, the Act directs that a minimum of 10% of the 
portfolio be procured from units of local government, municipal corporations, school districts and 
community college districts, and that DCEO shall coordinate this procurement. Finally, the 
Department will also ensure that funds are allocated to programs that target households at or 
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below 150% of the poverty level at a level proportionate to the households’ share of total annual 
utility revenues. Table 6 shows the proposed allocation of funding and MWH savings between 
the Company and the DCEO, for programs directed at municipalities, school districts and 
community college districts, and for low income programs. 

Table 6: MWH and Budget Allocations 

I I I share’ 6% 6% 

2.1. The Planning Context 
Pursuit of these targets takes place in an environment characterized historically by the absence 
of consistent substantial utility investment in energy efficiency. Consumer understanding of 
energy management options is generally lower than in areas of the country exposed to 
sustained funding and active consumer awareness campaigns. Much of the infrastructure 
required to mount an aggressive energy efficiency investment program remains to be built. 
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While this environment characterizes Illinois generally, the Ameren Illinois Utilities' Service 
territory is fundamentally different from that served by ComEd. The territory spans much of the 
state and is characterized by much lower population density, only smaller urban centers with 
lower concentrations of dense commercial space, a higher proportion of all-electric residential 
customers and multiple media markets. Energy efficiency program customer acquisition, 
therefore, requires different methods, the average yield per commercial customer will be lower, 
and costs per unit of energy saved could easily be higher. Program implementation structure 
must be more distributed and will not offer the same economies of scale as would be possible in 
a denser urban environment. Customer awareness-building and outreach activities must be 
worked through more media channels, each with limited reach. 

Our immediate challenge is to begin from what is essentially a cold start and quickly build the 
infrastructure required to meet the first three year targets. Delivering sustained value for 
customers means that we first must prove over the next three years our ability to design and 
manage effective programs. This puts a premium on development of a relatively compact 
portfolio of programs with straightforward, efficient, and proven designs that can be taken to the 
market quickly and reliably. 

2.2. The Planning Process 

22.1. The Analysis Process 
The portfolio proposed by the Company is the product of a multi-stage analysis process 
intended to gather and process the information required to determine program and portfolio 
cost-effectiveness as defined by Illinois Act. ICF International was retained to provide support 
for the analysis. The Company's portfolio was designed to satisfy a set of specific investment 
objectives for its portfolio based on a comprehensive bottom-up analysis of energy efficiency 
measures, best practice program designs and best estimates of program and portfolio costs and 
participation based on a review of other utilities' experience. The DCEO portfolio was developed 
by DCEO using its own internal planning process and ICF International calculated the Illinois 
TRC test results using data provided by DCEO. The planning process is illustrated in Figure 
4.This process is described in greater detail in Appendix A. The process is summarized below. 
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Figure 4 Demand-Side Analysis Process 

I I 

i i 
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COST-EFFECTIVENESS DEFINED 
The analytical process was defined generally in the Act which requires that each utility 
demonstrate that its overall portfolio of energy efficiency and Demand-response measures, not 
including programs for low income customers, is cost-effective using the Illinois TRC test, and 
represents a diverse cross-section of opportunities for customers of all rate classes to 
participate in the programs. 

The Act defines the total resource cost test as follows: 

"Total resource cost test" or "TRC test" means a standard that is met it for an investment in 
energy efficiency or Demand-response measures, the benefit-cost ratio is greater than one. The 
benefit-cost ratio is the ratio of the net present value of the total benefits of the program to the 
net present value of the total costs as calculated over the lifetime of the measures. A total 
resource cost test compares the sum of avoided electric utility costs, representing the benefits 
that accrue to the system and the participant in the delivery of those efficiency measures, to the 
sum of all incremental costs of end-use measures that are implemented due to the program 
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(including both utility and participant contributions), plus costs to administer, deliver, and 
evaluate each demand-side program, to quantify the net savings obtained by substituting the 
demand-side program for supply resources. In calculating avoided costs of power and energy 
that an electric utility would othemise have had to acquire, reasonable estimates shall be 
included of financial costs likely to be imposed by future regulations and legislation on 
emissions of greenhouse gases. 

The total resource cost (TRC) test a$ it is commonly understood is defined by the California 
Standard Practice Manual, developed by the California Public Utilities Commission (CPUC). The 
test was designed by the CPUC to account for all costs and benefits reasonably expected to 
accrue as the result of the implementation of a demand-side program. The general form of the 
TRC as defined by the CPUC is as follows: 

TRC = BenefitsKosts 

UAC, + T'Ct UAC,, +PAC,, ' 5  (l+d)'" 
BTRC = 

,=1 (1 + d)'-l 

N PRC, + PCN, t UIC, 
I = 1  (I + d)'-' 

CTRC = 

Where: 

BTRC=Benefits of the program 
CTRC=Costs of the program 

UAG=Utility avoided supply costs in year t 

UlC, 

- PRG=Program Administrator (Utility) program costs in year t 

PAC,,=Participant avoided costs for alternative fuel in year t 

UAC.,=Utility avoided supply costs for the alternate fuel in year t 

TC=Tax Credits 

PCN=Net Participant Costs 

=Utility increased supply costs in year t 

The second term in the benefits equation represents the non-electric savings that might result 
from the implementation of a program designed primarily to save electricity. For example, UAC,t 
could represent the natural gas savings that would be realized in a home as the result of 
implementing energy efficiency measures intended to reduce the home's cooling load. A 
common and potent energy efficiency measure is the sealing of a home's heating and cooling 
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ducts to reduce losses. While an electric utility would be interested in this measure as a way to 
reduce air conditioning consumption (fewer losses mean a central air conditioner needs to run 
less, thereby using less electricity), the measure also would reduce heating losses during the 
winter, thus saving gas as well. 

When these other fuel savings are included in the TRC test, the net result typically is that 
energy efficiency measures that affect a building's heatinglcooling load are more cost-effective. 
In some cases, measures that would not be cost-effective when considering only electric or only 
gas savings, become cost-effective when both sets of savings are considered. 

The Illinois version of the TRC test, by explicitly stating that benefits are determined by avoided 
electric utility costs implies that any other fuel savings cannot be considered. The equation for 
the Illinois TRC test, therefore, is: 

UAC, 
(1 + d)'-' 

BTRC = c 
PRC, + PCN, i UIC, 

CTRC = c 
,=I (1 +d)'-' 

If this language is interpreted to mean that the gas savings associated with electricity-saving 
measures cannot be considered in calculating cost-effectiveness, a number of otherwise cost- 
effective energy efficiency measures will no longer be so. In fact, many measures initially 
considered in our analysis failed to pass the cost-effectiveness screening when their gas 
benefits were excluded. The net result is that several of our proposed programs are less 
comprehensive than would be the case if the more expansive form of the Total Resource Cost 
test was applied. 

Our initial discussions with stakeholders on this issue suggested that, were we to include 
measures and programs that were cost-effective only because gas savings were included in our 
calculations, the programs could be rejected by the Commission. We have, therefore, excluded 
the value of gas savings from all cost-effectiveness calculations 

OVERVIEW OF THE ANALYSIS 
The key source of data for the analysis of energy efficiency measures was the Database of 
Energy Efficiency Resources (DEER) maintained by the California Energy Commission. This 
database is recognized as the most comprehensive and consistent database of such measures 
and regularly updated. Energy efficiency measure savings and costs for measures not affected 
by local climate were taken in most cases directly from this database. The savings associated 
with many measures, however, are affected by local climate. For example, the savings 
associated with an efficient central air conditioner or building insulation are directly related to the 
number of cooling and heating degree days experienced in a particular area. The savings 
associated with these measures were estimated using the DOE-2 building energy simulation 
model. 

Almost 1,000 measures were assessed for cost-effectiveness using a simple variant of the 
Illinois Total Resource Cost test that compares the incremental costs of efficiency measures 
with the utility avoided cost. Avoided costs were provided by the Company and represent the 
market price of power, including an assumed cost of carbon, that would be avoided by 
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implementation of energy efficiency programs. Tables 7 and 8 show the aggregate results of the 
measure screening 

Table 7: Results of the Measure Screening 

Total number of measures screened Total Passing > 1.0 % over 1.0 
Residential 222 107 48% 
Business 732 476 65% 
Totals 954 583 61% 
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Table 8: Measure  Types Passing the TRC Test 

Residential Measures Commercial Measures Industrial Measures 

ComDact Fluorescent L a m s  I'screw- T I2  to T8 linear fluorescent IamDs ComDressed Air ImDrovements , .  
ins and pin-based) 
T I2  to T8 linear fluorescent lamps 
(various combinations) 
LED Exit Signs 
Electroluminescent Exit Signs 
2nd refrigerator pick-up and recycling 
Central AC Refrigerant Charge 
Domestic Hot Water Wrap 
Hot Water Pipe Insulation 
Low-Flow Showerheads 
Increased Duct Size 
Reduced Duct Leakage 
Correct Central AC Sizing 
14-SEER Central AC 
Ceiling Insulation 
Wall Insulation 
Reduced Infiltration 
ENERGY STAR Dishwasher 
Faucet Aerators 
ENERGY STAR Window AC 
Ground Source Heat Pump 
ENERGY STAR Ceiling Fan 
ENERGY STAR De-humidifier 
ENERGY STAR Freezer 
High-Efficiency Water Heater 
Home Demand-response 
High-Efficiency Furnace 

(various combinations) 
Compact Fluorescent Lamps 
(screw-ins) 
HID lighting upgrades 
LED Exit Signs 
Electroluminescent Exit Signs 
LED Traflic and Pedeskian Signals 
Computer Power Management 
Variable Speed Drives and 
Temperature Control for Chilled 
Water and Hot Water Loops 
Air Handler Coil Cleaning 
Air Handler Scheduling 
New Packaged Air Conditioning 
Units 
Variable Air Volume Retrofits 
Commercial Rehigeration Controls 
and Equipment Upgrades 
Occupancy Sensors 
Vending Machine Controls 
Efficient Street Lighting 

(conirols, optimization, VSD 
installations) 

Fan improvements 

Pump Improvements 

Process Heating 

Refrigeration 

Machine Drive 

HVAC 

T12 to TB linearfluorescent lamps 
(various combinations) 

Compact Fluorescent Lamps 
(screw-ins) 

HID lighting upgrades 

Process Controls 

Various Sector-Specific Process 
Improvements 
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Measures passing this cost-effectiveness screen were then bundled into programs, and 
incentives, program implementation and marketing costs were estimated based on similar 
programs implemented by other utilities. Participation rates for each program were also 
estimated based in-part on other utility program experience and on the Company's assessment 
of reasonable levels of participation given the composition of its market. 
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The product of per unit measure savings and the number of measures adopted (governed by 
the program participation rates) yields an estimate of annual gross savings. These savings must 
be adjusted to reflect two phenomena: 

Free Riders: Some customers who participate in a program, i.e. receive incentives for 
participation, would have installed the measures for which they received the incentives even 
in the absence of the program. These customers are known as “free riders” and the savings 
that result from their actions must be subtracted from gross savings. 

Spillover Effect: Some customers are influenced to install measures for which program 
incentives are available, but do not claim such incentives. This is known as the “spillover“ 
effect. A combination of program advertising, changes in the product mix of retailers as a 
result of programs, and word-of-mouth can lead to customers investing in energy efficiency 
without being prompted by program incentives. Savings associated with the spillover effect 
should be added to gross savings. 

The combined effect of free-ridership and spillover is reflected in what is called a “net-to-gross” 
(NTG) ratio; a factor that is applied to an estimate of gross savings to derive the net level of 
savings that can be attributed to a program. Estimates of a program NTG ratio present some of 
the most difficult and contentious issues in energy efficiency program evaluation, and 
considerable uncertainty surrounds any given estimate. Our analysis of program cost- 
effectiveness is based on net program savings estimated using net-to-gross ratios included in 
the California Public Utilities Commission Energy Efficiency Policy Manual and the DEER 
database. These ratios are based on over a decade of evaluated program impacts and are the 
most consistent set of such data available. ’ 
Once program data were compiled, each program was screened for cost-effectiveness using 
the Illinois TRC test. Even though the programs were constructed using measures that passed 
the simplified test, the addition of program costs rendered some programs not cost-effective. 
Only those passing the Illinois TRC test at this stage were included in the final portfolio. 

As noted, the programs developed by the DCEO also were screened using the Illinois TRC test 
by ICF. All programs not directed to low income customers were required to pass this test 
before being included in the final portfolio. By Act, programs targeted at low income customers 
were not required to be cost-effective, and several such programs are included in the DCEO 
portfolio. 

The two portfolios were then combined. The scales of proposed Ameren Illinois programs were 
adjusted such that twenty-five percent of the total budget was available for the DCEO programs. 
Finally, portfolio-wide costs associated with portfolio planning and administration, evaluation, 
awareness building, and education and training not associated with a specific program were 
added. The entire portfolio was then screened for cost-effectiveness. 

I As discussed elsewhere in this Plan and accompanying testimony, the Company believes that, given the uncertainty 
surrounding the denvation of NTG ratios, combined with the fact that the ratios developed for the DEER database are based 
on extensive evaluation literature and are the product of extensive review, these values should be “deemed as the value to 
be applied to the gross savings estimated for the Company’s portfolio. Although the independent evaluator should, to the 
extent resources are available, develop additional information on net-togross ratios, any revised estimates of the NTG ratio 
should only be applied prospectively, and should not be used retrospectively to adjust the Company’s claimed net savings. 
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Finally, we performed a formal uncertainty analysis of the portfolio using a Monte Carlo 
procedure that estimated uncertainty associated with portfolio savings as a function of 
uncertainty in estimated measure savings, NTGR and realization rates. 

2-22. The Collaborative Process 
One important objective guiding the development of this Plan was to involve stakeholders early 
in the process and to brief them throughout with respect to the results of the analysis and 
proposed portfolio. The following workshops were held: . August 28Ih' Initial meeting with stakeholders to provide an overview for the proposed 

September 13th: A panel of national energy efficiency experts addressed a variety of 

September 20? The Company reviewed the progress on the development of the energy 

October 17Ih: The Company provided an overview of the initial portfolio and specific 

planning process and solicit stakeholder program ideas. 

questions posed by stakeholders with regard to program design, implementation and 
evaluation. 

efficiency and Demand-response programs and Illinois TRC results. The meeting 
involved a broader group of stakeholders throughout the state of Illinois. 

program elements, and solicited stakeholder feedback. This meeting involved not only 
the stakeholders with whom the Company has worked on energy efficiency and 
environmental issues, but also a broader range of energy efficiency service providers 
and electricity marketers. 

A number of valuable suggestions were received from stakeholders and incorporated into the 
portfolio. In particular, as a result of comments received, the Company: 

. 

. 

. 

. Boosted estimated participation and funding for custom incentives; 

Reduced the estimated participation and budget for the residential lighting program . 
element; 

Most important, based on suggestions from several stakeholders, the Company has positioned 
its programs as broad solutions-based offerings rather than a number of discrete programs. We 
agree with the stakeholders that it is important to design programs from the perspective of the 
customer and minimize the confusion that can be created by having too many discrete 
programs. The Company's proposed approach is to offer two basic programs - Residential 
Solutions and Business Solutions. Within each, customers will have a variety of energy 
management solution opportunities to choose from. Our objective is to design these programs 
around several portals such as online energy audits, a program website, a single customer 
contact "800 number (one for residential and one for business) and a building energy 
benchmarking service. 

For purposes of program analysis, it was necessary to break these programs into their 
constituent elements such as a residential lighting program or a commercial and industrial 
prescriptive incentive program. However, it is the Company's intent to take the broad solutions 
to market. Within these broad programs, it is essential to maintain the flexibility to reallocate 
funds based on market response. Nevertheless, the Company intends to aggressively market 
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the solutions elements, such as new construction and retro-commissioning that promote 
comprehensive energy management approaches and the capture of lost opportunities. 

The Company is committed to continued engagement with our stakeholders to provide not only 
opportunities to review our progress, but also to contribute to the continued development and 
strengthening of the portfolio. 

2.3. Overview of the Remainder of the Plan 

The remainder of this Plan describes the process used by the Company to identify the programs 
we propose, to provide program design templates for each of those programs, and to outline our 
proposed approach to managing the acquisition process. 

Section 3 describes the portfolio philosophy underlying the Plan, including a description of 
key policy and corporate objectives to be sewed. 

Section 4 includes descriptions of each of the programs the Company proposes to include in 
its portfolio. These descriptions contain overviews of proposed implementation, marketing 
and incentive strategies, estimated savings and proposed general budgets. Budgets and 
savings targets should be recognized as preliminary at this stage. Both will be refined as 
the program design process is completed and third party implementation contractors are 
hired. 

verification, including both internal QNQC and verification as well as our proposed 
approaches to evaluating program savings. 

Section 6 includes an implementation roadmap, focusing on the series of steps the Company 
plans to take to finalize program and portfolio design and move programs into the market. 

Section 7 describes the Company's proposed approach to program management. 

Appendices to the plan contain a more detailed description of the analysis process and 

Section 5 addresses the Company's proposed approach to evaluation, measurement and 

supporting data. 
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3. Energy Efficiency Portfolio Framework 

3.1. Introduction 
The essence of a portfolio is balanc-a mix of investments corresponding to different 
objectives and with different risk profiles that help ensure goals are met even if individual 
investments under-perform. The set of energy efficiency programs that the Ameren Illinois 
Utilities propose in this Plan should be viewed in similar terms. The mix of programs has been 
structured to satisfy a variety of public policy and Company objectives, while ensuring that even 
if some programs under-perform, we will meet our statutory targets. 

This section describes the energy efficiency program investment philosophy that has guided 
selection of the programs proposed. The design of our portfolio framework includes two basic 
steps: the definition of energy efficiency investment objectives and establishment of a 
perspective on program and portfolio risk. Investment objectives are set to reflect both policy 
and regulatory standards, as well as program performance and customer service criteria. 

3.2. Setting the Investment Objectives 
Several sets of objectives define the energy efficiency investment environment. Clearly the 
statutory electricity and demand reduction targets are the principal drivers of portfolio 
construction. However, a robust portfolio will serve a variety of other important policy and 
corporate planning objectives as well. In developing this Plan, the Ameren Illinois Utilities have 
set the following design objectives: 

* Meet Our Statutory Energy Efficiency, Demand-response and Cost Targets Cost- 
Effectively: Our overriding objective is to ensure that we meet the targets established in 
the Act. 

Program Year 2008 2009 2010 

Spending Litnil ($millions) $14 $29 $45 

Load Reduction Target 77,000 
(MWW 

232,000 467,000 

Include all Measures that Screen as Cost-Effective: To ensure that the Company’s 
portfolio includes a wide range of program options for its customers, it includes all 
measures that it has screened as cost-effective using the Illinois Total Resource Cost 
test. 

Provide Coverage of Hard-to-Reach Sectors: Energy efficiency programs that are 
intended principally to “acquire” conservation resources typically target the most 
accessible and cost-effective pockets of efficiency potential. Although these programs 
might be designed to allow all customers to participate, certain market segments 
invariably are “hard to reach”. Low income customers, renters, small businesses, and 
not-for-profit organizations oflen face barriers to participation in efficiency programs that 
are more severe or complex than those addressed by mainstream efficiency programs. 
An explicit objective of this Plan is to ensure availability of some program services for 
these hard-to-reach customers. 
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0 Address Electric Heating where Cost-Effective: The Ameren Illinois Utilities service 
territory contains a relatively high number of residential electric heating customers. 
These customers were particularly vulnerable to electricity price increases in January 
2007. Although programs aimed at improving the thermal performance of gas-heated 
homes might not be cost-effective given the Illinois Total Resource Cost test, such 
programs are likely to be cost-effective for electrically-heated homes. The Company will 
design and implement one or more programs targeting efficiency improvements for our 
all-electric customers. 

Inclusion of Some Educationalllnformational Elements to Promote Changes in Long- 
term Customer Behavior: A prudent investment strategy should lay the foundation for 
gradual transformation of demand-side markets. This transformation envisions informed 
customers acting on market signals to manage their energy use consistent with their 
interests. It envisions that market signals accurately reflect the real costs of 
consumption, that these signals reach consumers in ways that can be understood and 
acted upon, and that consumers have ready access to the technology needed to 
manage energy use. Although these early investments in education, information, 
training and technical assistance might not yield easily quantifiable energy savings 
today, they provide essential support to programs that aim to acquire measurable 
savings and they are the foundation for the desired market transformation. We see these 
activities as being particularly valuable in: 

Strengthening the capacity of downstream efficiency product and service 
suppliers to successfully sell energy efficiency: 

Moving target customer segments from awareness to action by providing focused 
information, technical assistance and training; and 

Reinforcing current awareness-building efforts currently led by ENERGY STAR 
programs and DCEO. 

0 

Where appropriate, market preparation elements have been built into each program 
design. In addition, however, we propose a number of stand-alone programs. 

Strengthen Customer Service: Implementation of this Plan provides an important 
opportunity to re-establish and strengthen relationships with consumers and energy 
efficiency product and service suppliers. Customers often look to the Company as a 
source of credible information regarding energy efficiency, and it is crucial that we 
design and deliver programs that fulfill or exceed these expectations. 

Minimize Rate Impacts: Our customers have experienced significant price increases 
over the past year. And while the structure of the Act essentially establishes the rate 
impact associated with the direct costs of energy efficiency programs, the Company 
believes that its portfolio should, nevertheless, attempt to maximize the benefits received 
by consumers per ratepayer dollar spent on these programs. In particular, the Company 
views Demand-response programs and energy efficiency programs targeting peak use 
reductions as valuable market price management tools. 

Balance Energy Efficiency and Demand-response Elements: Directly related to the 
Company's objective of minimizing rate impacts is an interest in balancing the Demand- 
response and energy efficiency aspects of the portfolio. More than simply seeking some 

0 

0 
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balance in program spending or impacts, however, we view this objective as guiding the 
Company's longer-term interest in more closely integrating efficiency and Demand- 
response to provide our customers with a wider range of options for controlling their 
electric energy bills. 

Ensure Portfolio Flexibility: The portfolio of programs included in this Plan is the one that 
the Company believes will deliver the greatest value to its customers. The portfolio is 
based on consideration of the risks associated with design and implementation of 
programs and a balancing of technologies, programs and market segments intended to 
manage these risks. However, the Company also believes that it is essential to retain the 
flexibility to rebalance the portfolio as it gains implementation experience. Initial 
assumptions regarding customer response to specific programs will be tested and 
improved which likely will require that programs be modified, added or discontinued. The 
portfolio has been designed to include several programs that can be quickly ramped up 
or down based on market response. 

Employ Best Practice Portfolio and Program Design: "Best Practice" often is an 
imprecise characterization of a complex mix of experience, practice, and environment 
that together yield outcomes widely recognized as superior. The recipe for program 
success is one part good design and two parts good execution. Neither of these 
ingredients is entirely portable-a best practice program inevitably contains locational or 
sponsor idiosyncrasies that have contributed to its success. Finally, what is best practice 
for a utility that has been designing and managing programs for two decades will be different 
in some cases from what should be viewed as best for an organization just entering the field. 
The energy efficiency portfolios managed by utilities with long experience tend to be 
characterized by narrower market segmentation, more complex delivery structures, and a 
larger number of programs. Attempting to replicate these portfolios would be extremely 
challenging for the Ameren Illinois Utilities as it begins an energy efficiency investment 
program. The Company has designed a portfolio intended to reach a broad cross-section of 
its market using a compact set of proven program designs. Our aim is to firmly establish the 
infrastructure to deliver cost-effective energy savings and to use that infrastructure to 
support innovation over time. 

3.3. Managing Program and Portfolio Risk 
Portfolio risk is defined as the likelihood that the portfolio will fail to deliver on its objectives and, 
specifically, fail to meet the statutory energy reduction targets. The way in which risk is 
managed depends on three factors: (1) The Company's risk tolerance-in this case its tolerance 
for falling short of the 2008, 2009 and 2010 MWh targets; (2) The relative riskiness of the 
programs included in the portfolio; and (3) The portfolio design elements used to mitigate and 
balance individual program risk. 

Risk Tolerance. The Company is firmly committed to meeting the statutory targets, and 
believes that this can be done through May 201 1. Our tolerance for the risk of not meeting 
the targets, therefore, is low. This implies a preference for a core of programs with relatively 
standard and straightforward program designs, high historic net-to-gross ratios and a track 
record of successful implementation in other jurisdictions. 

Program Risks. Close to 20 years of experience with energy conservation program design 
and implementation yields valuable information about the relative success of different types 
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of programs. This experience shows that certain types of program delivery, with certain 
types and levels of incentives have relatively less variability in performance. At the same 
time, these program types cannot easily be applied in all market segments. 

Risk Mitigation. The same experience that illustrates the relative riskiness of program types 
also suggests a range of methods for mitigating and managing these risks. For example, 
program implementers increasingly are being asked to assume a larger share of 
performance risk by tying payment to delivered savings. In other cases, where risks are 
closely associated with being able to influence a mass market, risk can be mitigated to some 
extent by moving the program focus upstream to retailers, distributors or manufacturers 
where greater control over performance can be exercised. 

There are four types of risks that must be accounted for: 

Performance risk. The risk that, due to design or implementation flaws, the program does 
not deliver expected savings. This risk is common to all program types. 

Technology risk. The risk that technologies targeted by a program fail to deliver the savings 
expected. This risk is concentrated in programs that target emerging technologies; systems 
that are aggregates of specific technologies, andlor systems in which energy use is strongly 
influenced by external factors (e.g. customer behavior, economic conditions, etc). 

Market risk. The risk that, either because of a poor economic climate or the availability of 
better investments, customers choose not to participate in a program. 

Evaluation risk. The risk that independent EM&V will, based on different assumptions, 
conclude that savings fall short of what the implementers have estimated. 

Typically, the first three types of risk are dealt with using three tools: 

Picking good investments - selecting programs that are simple, flexible and that have been 
shown to deliver predictable results in other jurisdictions. 

Diversification - ensuring the portfolio contains a mix of program types (different services, 
delivery mechanisms, providers, incentive types and levels, etc.) sufficient to avoid over- 
reliance on any one approach, technology or market. 

Hedging - prudently planning to over-acquire energy reductions based on estimated 
likelihood of program under-performance for any reason. As experience is gained and 
results are booked, the amount of the hedge can be reduced such that ideally the final 
amounts acquired match the targets adjusted for evaluation risk. 

Evaluation risk is of a fundamentally different nature. Whereas performance, technology and 
market risk can be re-assessed in real-time based on program experience, evaluation risk is a 
lagging risk. Given the lag times between booking an expected amount of savings and having 
that savings independently verified, it is often not possible to know if targets are met until well 
after the end of a planning period. More importantly, while performance risk is within the control 
of management, evaluation risk is not. Given the nature of this risk two management options 
typically are used: 

The likelihood that evaluated savings match expected savings is increased by having 
evaluator input to program design to ensure that planning assumptions reflect most recent 
evaluation experience. This also helps ensure that evaluation protocols are understood by 
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all parties at the outset, and the evaluation process is continuous as opposed to ex-post, 
allowing the Company and program implementers to adjust design and delivery to real-time 
information from the evaluators. This approach views evaluation not only as an independent 
verification of performance for regulatory purposes, but also as a vital input to a continuous 
process of program improvement. It also means that, given evaluation uncertainty it is 
prudent to plan to over-acquire by some amount to protect against future evaluator 
disallowance of savings. 

Use of conservative assumptions for key program metrics such as the net-to-gross ratio, 
installation rates and, in some cases, measure savings. Thus, the risk that an evaluator will 
find the utility to have over-estimated program savings is mitigated by effectively discounting 
those savings in the planning process. However, this adjustment then requires the utility to 
effectively acquire additional MWh reductions within the revenue cap. 

3.3.1. Managing Risk over Time 
Risk is also influenced by time. In the case of market risk, for example, risk increases as the 
implementation horizon expands, the longer the horizon, the more the economy and markets 
can change from what is assumed during the initial program design stage. In other cases, 
technology risk tends to decline over time as performance characteristics become better 
understood. Finally, programs will gain market traction at different rates; some are capable of 
acquiring savings relatively quickly, while others require more market development. Program 
management efficiency is optimized when programs create a relatively smooth profile of savings 
over time. Therefore, it is important to balance the risks inherent in late-developing programs 
with programs that can deliver quick and sustainable efficiency gains. 

Each of these phenomena argue for a portfolio that is both balanced with respect to time and 
market dynamics in the sense that it can be easily modified if experience and market conditions 
suggest new opportunities or existing designs are not effective. The portfolio that we propose in 
this Plan should be viewed as the Company's initial best effort at designing a set of programs 
that will satisfy the objectives outlined above. Early success reduces the risk that the target load 
reduction will not be met and increases program design and management flexibility. The 
portfolio also includes a variety of resource acquisition and market preparation programs that 
have slower development rates. Although these programs might carry relatively greater risk, 
they also embody substantial value with respect to the objectives outlined above. The risks 
themselves can be hedged by fast-start programs and by the ability to rebalance the portfolio 
over time based on feedback from program evaluation. 

3.4. Applying the Framework 
Table 9 distills the portfolio objectives we have used and illustrates how those objectives 
translate into specific design parameters and program elements. The first column recaps the 
portfolio objectives described above. The second column describes how those objectives 
influence the general structure of the portfolio, and the third column suggests how these 
portfolio design parameters shape specific program elements. 
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Table 9: Portfolio Objectives, Design Parameters, and Design Elements 
ObJeclNC PoMolio Design Parsmetera Program Dssign Elements - 
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- .  
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Electric Home Energy 
Performance 

4. The Ameren Illinois Utilities’ Portfolio 
This section introduces the programs that the Company proposes to include in its initial energy 
efficiency portfolio, and describes the design philosophy and process that were used to select 
them. This portfolio should be viewed as the Company’s starting point, with an expectation that 
it will evolve based on more detailed implementation planning and program experience. 
Accordingly, the Company requests that it be given the flexibility to reallocate funding among 
programs consistent with the performance of the programs to ensure that it is able to meet its 
annualized energy savings targets within the revenue caps using cost-effective programs. 

The Company is committed to achieving statutory targets at minimum cost, requiring an 
extremely efficient design, implementation and administration process. Toward this end, the 
Company applied several specific design guidelines, all of which derive from our focus on this 
commitment. These guidelines include: 

Minimizing the number of program offerings to reduce the costs of program administration 
and the market confusion that can arise from too many program requirements. 

Minimizing program design complexity in the interests of speeding time-to-market, reducing 
administrative costs, and encouraging participation. 

Retaining design flexibility to enable (a) program implementers to adjust specific designs as 
dictated by customer response, and (b) the Company to rebalance the portfolio based on 
individual program performance and emerging opportunities. 

Maximizing the resource acquisition elements of the Plan. Although a number of the 
Company’s proposed program designs incorporate market preparation activities, the 
aggressive ramp-up schedule and the relatively tight budget places a premium on programs 
designed to deliver energy efficiency resources. We have included several market 
preparation activities that we believe provide essential support to the proposed acquisition 
efforts, and that position the portfolio for future years. 

Whole house combined direct install and rebate program for all-elecMc homes. 

4.1. Initial Program Set 
Using the measure and program screening process outlined in Section 4, the Company 
screened the following program elements: 

Table I O :  Initial Program Concepts 

Incentive for pick-up and recycling of 2nd refrigerators. E%i*I 

Residential Multi-famil 
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Program builder marketing support 

Residential HVAC Diagnostics 11 Provide incentives throuah HVAC dealers to DroDerlv charae refrigerant and set - 
air flow for ex st n i  central a r cond tioning Ln& 

for instal ation of new central a r conditioners exceed ng fed<ial 
8 Tune-Lp 

buildings to IO-20% above current ASHRAE code or current practice, whichever is 
Commercial New Construction I higher. 

I Provide rebate to replace existing leased and customer-owned mercury vapor and 

The residential low income program was dropped from the Company-administered portfolio 
because it is a program to be included in the DCEO portion of the program. The ENERGY 
STAR New Homes program element did not screen as cost-effective. As the Company does not 
intend to promote construction of new all-electric homes, this type of program would be targeted 
at new gas-heated homes. Because the Illinois TRC test as currently understood does not allow 
the counting of gas savings, a new construction program targeted at these homes cannot meet 
the TRC threshold. While the ENERGY STAR New Homes program did not screen as cost- 
effective, the Company will continue to evaluate ENERGY STAR New Home alternatives, such 
as the ENERGY STAR Advanced Lighting Package, for future considerations. All other 
programs screen as cost-effective. 

Although there are a large number of other designs that could be considered (for example some 
utilities design programs targeted at specific commercial sectors such as health care or 
commercial real estate), the Company believes that its initial pottfolio should minimize the 
complexity associated with narrow market segmentation. The programs that remain in the 
Company’s proposed pottfolio incorporate all measures screening as cost-effective and can 
easily incorporate additional measures should others be found cost-effective. As the Company 
gains experience with program implementation and gathers additional market intelligence, 
additional program designs will be considered. 

In addition to the load reduction programs described above, the Company believes that an 
effective portfolio must include some market conditioning programs. Such programs typically 
cannot be associated with direct energy savings but nevertheless help build the foundation for 
energy saving programs through education, training, technical assistance and awareness- 
building. Specifically, the Company proposes to offer a web-based residential energy 
information and audit tool that can serve as a portal for customers to the Company’s residential 
programs. The Company also proposes to develop a suite of knowledge- and capacity-building 
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Low Income New Const. Gut Rehab 

programs to facilitate market transformation. Education, training and awareness-building are 
essential elements of the portfolio, without which the investment yields littleho permanent 
change. Thus the Company will both design and implement cross-cutting education and training 
programs. Initially, the Company will introduce the web-based on-line energy auditing tool that 
ultimately will serve as a portal to the Company’s residential program elements. The Company 
will also incorporate program element-specific education, training and awareness building 
activities into each program as appropriate. While spending in these may not yield measurable 
near-term efficiency gains, they will be critical to long term program success. 

4.7.1. DCEO Programs 
DCEO developed its own proposed portfolio, including estimated costs, participation and energy 
savings. DCEOs SEDAC and LEAP (formerly MEEP, now Large-customer Energy Analysis 
Program) are expected to provide additional support in the marketing the various Ameren Illinois 
Utilities’ business solutions programs. The programs proposed by the DCEO include: 

Table 11: DCEO Program Concepts 

Single Family Rehab 

Public Sector Prescriptive 

Public Sector Customized Program 

Public Retro-commissioning 

Low Income EE Moderate Rehab (MF) 

Manufacturing Energy Efficiency Program 

Building Industry Training 8 Education 

Public Sector New Construction 

11 Low Income Direct Install 

II I I Lights for Learning 

Smart Energy Design Assistance Program 17 
The DCEO portfolio is designed to satisfy the statutory requirement that 10 percent of available 
funding be directed to programs for municipalities and other public buildings. As noted, the 
DCEO portfolio also incorporates the funding to be directed to low income customers at or 
below 150% of the poverty level. Per 12-103(f)2 of the Act, DCEO will be supporting building 
code training programs which the Ameren Illinois Utilities fully support. Additional detail on the 
DCEO portfolio is contained in the program templates filed by DCEO with the Commission 
under separate cover. 

4.2. Proposed Programs 

4.2. I.  Porffo/io Summary 
The following table summarizes the proposed portfolio including both the DCEO and the 
Ameren Illinois Utilities programs. 
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Consistent with best practice program design principles, the Company has designed lwo broad 
solutions-based programs, each of which will have multiple program elements. Our objective is 
to offer customers a broad suite of options to meet their energy management needs, rather than 
forcing customers to sort through a variety of individual programs. Grouping program elements 
under these solutions-based umbrellas also enables the Company to design sector-based 
branding, marketing and awareness building initiatives that encourage customers to take action 
to manage their energy service needs rather than trying to promote participation in a variety of 
individual programs. 

4.2.2. Residential Energy Efficiency Solutions 
The Residential Energy Efficiency Solutions program offers a wide range of options for 
residential customer energy management. The program will allow a comprehensive set of home 
solutions, while providing multiple points of entry to the services offered by the Company. This 
program will be interlwined with the Company's education and outreach efforts, and specifically 
with the roll-out of a web-based audit tool, such that the program not only offers immediate 
savings in this first program cycle, but also lays the foundation for a more energy-aware 
population in Illinois. The program will adapt over time from an initial focus on individual 
technology-based solutions to a more comprehensive focus on whole-home solutions that can 
offer customers the greatest long-term value. 

In early years the program will target primarily the most cost-effective measures and all-electric 
homes. As program participation grows, the Company will expand its reach across the 
residential market for both deeper efficiency gains and penetration into a higher percentage of 
homes. Coupled with the outreach and education efforts, the program is intended to eventually 
position the Company as customers' partner in home energy efficiency improvement. 

Home Energy Performance 

PROGRAM Home Energy Performance 

O b j d V e  

Taw Uarket 

- 
To offer comprehensive retofit packages for customers considering energy efficiency improvement for existing 
single family homes. 

Existing single-family homes with central air conditioning and all-electric heating. Program could be expanded 
to include homes heated with natural gas at a later date. 
Initial program implementation period is three years, commencing in June, 2008 and ending in May, 2011. 

Assumed that the program will continue throughout the planning period. 

Home Energy Performance is a home diagnostic and improvement program that, as it establishes itself, can 
evolve into a more comprehensive ENERGY STAR Home Performance program focused on developing a local 
home performance industry. This initial implementation phase focuses on resource acquisition. An 
implementation contractor will be retained to market energy home improvement services, based on provision of 
a range of specific measure incentives, including a number of direct install measures (e.g. CFLs and faucet 
aerators.) The contractor will provide an energy audit, and will arrange for installation of insulation measures as 
warranted by the audit. In addition, as warranted, the contractor will coordinate with the HVAC Diagnostics and 
TuneUp program to deliver those program services as warranted. During the inilial implementation period, the 
implementation contractor will work to identify and train local firms that can provide comprehensive diagnostic 
and improvement services. 

Rosm 
Duntion 

RDgm 
~msuiption 
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The key lo successful implementation is to effectively link this program with the HVAC Diagnostics and Tune- 
Up program. The two programs initially are treated as separate because the trades involved in delivery of the 
efficiency measures are different depending on the nature of the measure. A role of the implementation 
contractor will be to coordinate delivery of the sewices warranted by the home energy assessment. The key 
implementation steps indude: 
o 

o 

o 

Development of final detailed program design, including incentive forms, policies and procedures, training 
materials, marketing collateral and so forth. 
Selectionldevelopment of appropriate home energy analysis soflware. The software must be capable of 
storing and downloading each analysis to enable tracking and verificafion. 
Contractor recruitment. The implementation contractor will recruit insulation/weatherization contractors as 
program allies. Subject to attending a brief training session and execution of a participation agreement 
outlining program terms and conditions, including pricing, the contractors will be included on the list of 
contractors to be used for customer projects. The contractors will be rotated through the projects to ensure 
fair access. 
Customer recruitment. The first >year implementation phase will involve direct marketing to customers 
using phone, direct mail, print ads, radio spots, bill duffers, door hangers and the Ameren Illinois Utilities' 
(the Company) web site. 
Home energy survey. The implementation contractor or subcontractors will provide energy assessments 
for interested customers for a nominal fee (the remainder of the audit cost will be subsidized by the 
program). During the audit, the contractor will install up to five CFLs in specific areas, faucet aerators and 
water heater blankets on eleclric water heaters if none exist. The audit will be designed to estimate 
potential energy savings due to infiltration and heat loss through walls and attics. In addition, if a central 
air conditioner is present, the assessment will include identification of the age and size of the unit and the 
last sewice date. Ideally the audit software enables an onsite report (likely depends on the availability of 
utility bills). The report will be presented to the customer with recommendations for upgrades, and 
information about available rebates. 
Upgrades. If the customer elects to proceed with any upgrades, the implementation contractor will arrange 
for the appropriate contractor to contact the customer for installation and provide instant rebate coupons 
that can be used at time of installation. If the customer wishes to self-install air sealing and insulation, 
hdshe may submit a mail-in rebate application with proof of purchase. 
Incentive fulfillment. The contractor installing the measures or making HVAC improvements will submit the 
instant rebate coupon from the customer along with a copy of the original invoice to the customer and a 
customer acceptance signature. Subject to verification, the implementation contractor will pay the 
incentive to the contractor. 
Verification. The first 5-10 projects performed by each contractor will be site-verified, with random 
verification thereafler. 

o 

o 

o 

o 

o 

This is a potentially complex program carrying the associated higher performance risk. It also is a program that 
can take a longer period to ramp-up to steady-state production. The exit strategy should be formed around the 
metrics outlined below. Withdrawal from the market should not cause major disruption. One ancillary objective 
of the program is to encourage the development of a home performance contracting indusby and early 
withdrawal of the program could stunt the growth of that industry. 

"Call to action" marketing campaign using radio, newspaper, direct mail, m o p  advertising, public relations, and 
special events held in conjunction with home improvement retailers. This program would involve some of the 
most expansive marketing within the portfolio given the need to reach the mass market. 
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Eligible 
Maasurea and 
I n C d W  
S t m Y  

Because there are multiple pathways to home energy improvement, the program will need to adopt a mulC- 
faceted incentive structure. These include: 

o 

o 

o 

The general incentive levels currently envisioned are as follows: 

Direct install (100% incenlive to customer) measures including CFLs and aerators 

Customer rebate coupons to use in conjunction with contractor-installed measures 

Mail-in rebates associated with customer self-install air sealing and insulation measures. 

Incentives 

December 2007: - Issue RFP for implementation services 
February 2008: - Commission Approval 
April 2008: -Execute implementation contract 
June 2008: - Complete detailed implementation plan 
July 2008: -Program sofl launch - recruiting of contractors: initial marketing 
August 2008: -Full launch 
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EMBV 
Requlrementa 

The evalualion approach will be contingent on the evaluation resources available to the study and the results of 
an evaluation planning approach that focuses evaluation resources on the programs with the most savings and 
the highest risk of inaccurate ex ante estimates. This program focuses on installing low-cost no-cost measures 
and incenting higher cost measures as recommended by an on-site energy audit. 

The evaluation effort will employ two separate but coordinated strategies associated with the level of services 
received. For the low-mst no-cost direct install services that cannot be picked up in a billing analysis, the 
evaluation will review the program tracking system and the audit reports to identify installed technologies and 
environmental conditions associated with energy consumption (water temperature, showers or baths per day, 
energy-related demographic profiles. etc.). Then the study will use participant interviews to confirm the 
installation and continued use of the installed measures. The interviews will alsa inquire about the use 
condilions associated with the energy savings. This will include questions about the hours of use for the 
installed CFLs, continued use of the aerators and shower heads and the continued use of the other installed 
measures. The interviews will also include net-to-gross question to allow the estimation of freeriders. The 
results from the interviews will be used to estimate the savings achieved using home energy modeling 
approaches linked with and engineering estimation of impacts structured to make use of the interview 
information. 

For the more comprehensive measures and higher impact measures that typically require trade ally support, 
the evaluation will use base-load and weather sensitive billing analysis approaches to i den t i  savings 
achieved. The analysis will employ the use of a comparison group consisting of new enrollees into the program 
for the comparison group pre and post-participation period, with the post-program condition being the period 
ater major measures are installed for all participants. The installation and confirmation of the measures will 
also be confirmed via interviews with the participants. During these interviews environmental and use 
conditions will be obtained for use in adjusting the results of the billing analysis. 

The interviews with the participants will also include process evalualion queslions on the program and the 
services provided. In addition the process evaluation will interview program mangers and implementation 
contactors to assess the deliveiy approach and operations. 

Administrative 
Reaulmef~ta 

As a complex program, this will require a relatively larger administrative commitment from the Company, 
particularly since this program should be run in close wrdination with the HVAC Diagnostics and Tune-up 
program. Planning and ramp-up will require .5 - .75 FTE and steady-state pmgram management could require 
.5 FTE. Although all implementation contracts should include performance provisions, this contract in particular 
should base payment on the number of customers reached and the level of gross estimated savings to ensure 
contractor motivation to drive participation numbers which are aggressive. Substantial input from the 
Company’s marketinglcommunications group will be needed for review of and support for the more intensive 
marketing effort; trade-mark and brand issues will be more important given the expected use of coop 
advertking. 
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Energy and demand savings goals are the primary metrics. The key secondary metrics are the number of 
audits performed, the number of rebates paid and the cost per kWh acquired. The number of audits sets the 
maximum pipeline flow and the number of rebates paid compared to audits determines the close rate which is 
key in predicting how the program will perform. Once final budgets and targets are set, baseline metrics can be 
calculated and deviations of more than 20% per quarter or 10% per year indicate that a formal review of 
program designlimplementation is needed. 

Total Resource Cost Test: 1.76 


