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h p l m n  The Ameren Illinois Utilities (the Company) will retain a third pally implementation contractor to directly administer the 
program, including providing technical assistance, recruiting, reviewing and approving applications, monitoring 
performance and verifying project completion consistent with the incentive application. The key implementation steps 
include: 
o 

- 
Recruiting new projects through outreach to the design and developer community. Key activities include 
presentations at local conferenceslworkshops, one-onme-contacts with designers and developers and 
marketing by the Companies account managers to large customers. 

o Project application. Applications will describe the proposed project and efficiencylresource conservation 
objectives. 

o Application routing and approval. Applications will be accepted on a first come - first sewed basis, taking into 
account the level of proposed energy savings, and the level of implied incentives. 

o Design assistance, The implementation contractor will provide design assistance on a selective basis. The 
assistance will involve principally energy simulation. 

o Incentive commitment. As projects complete the design stage, a formal application for reservation of incentives 
will be required. Once approved, the Program is commitling to pay system- or whobbuilding incentives if the 
project is completed as designed. 
Verification. Upon completion of the building, proposed measures or performance will be verified by the 
implementation contractor. 
Payment. Either the implementation contractor or the Company will pay incentives per the reservation. 

o 

o 

Commercial new construction programs inherently have a long pmjed cycle time and it often can take several years 
(depending pallicularly on market conditions) to reach a level of significant activity. Therefore, a program such as the 
one proposed here cannot quickly be ramped up or down. Once project incentives are committed it can take well over 
a year for projects to be completed. In addition, one clear purpose of this program is to have a lasting impact on design 
and construction practices. Quick withdrawal from the market can confuse the design community and will likely not 
result in a significant pollion of the community adopting green building and energy efficiency design practices. The 
southern Illinois market does not yet have a robust green design community; therefore, a program shut-down could 
acutely stunt local development of the design community toward high-performance standards. 

The program will be marketed to building owners and managers and to design professionals, trade allies and 
contractors. The marketing to building owners and managers will stress the energy and non-energy benefits of a high 
performance building. This will be accomplished through media events for successful projects including grand 
openings and open houses, case studies, direct marketing, trade shows, and Company Account Manager contact. 

The marketing to the design professionals, trade allies and contractors will be targeted at securing involvement in 
projects early in the design phase. It will stress the value that bringing their customers a better building can have for 
their business. Targeted direct marketing, case studies, trade publications, trade shows, formal and informal 
presentations, and direct contact will all be employed. Construction reports will also be used to identify potential 
projects. Because the local design community is relatively unfamiliar with high-performance building, this marketing will 
be critical to ensuring prcgram success. 

- - 
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Ellglble 
Memlma and 
Inwnthre 
strsteey 

Mllestoner 

EM6V 
RapuI~~nanta 

Incentives 

June 2008: - Issue RFP for implementation services 
September 2008: - Execute implementation contract 
December 2008 - Complete detailed implementation plan 
January 2009 - May 2009: - Complete Contractor Training 
June 2009: -Program launch 

For projects using the Advanced Buildings process the estimated energy savings generated will be based on the 
wholebuilding pattern specifications adopted during the design process. For projects using the comprehensive 
process the energy savings will be estimated during the modeling done as part of the technical assistance. 

The evaluation approach will be contingent on the evaluation resources available to the study and the results of an 
evaluation planning approach that focuses Ihe evaluation r e s o u m  on the programs with the most savings and 
highest risk of being inaccurate. 

Because this is a new construction sewices program, the baseline condition for the purpose of estimating energy 
savings will be embedded within a two-stage process. The first stage will be to identify the energy efficiency levels 
associated with the applicable building codes that govern the participant's project. The second stage will be to identify 
the way in which the project would have been completed in the absence of the program. The evaluation will employ a 
sampling strategy to conduct the evaluation and not target all projects. The sampling approach will use stratified 
sampling to sample different types of buildings and building projects consistent with the types of projects completed via 
the program 

Some building projects employ above code conditions without energy efficiency programs. As a result, the baseline 
must include both a code assessment stage linked to a second stage assessment of the aswould-have-been-built- 
conditions without the program. The baseline code conditions will be set as the stage one baseline, then that baseline 
will be adjusted to reflect the as-would-have-been-built-conditions without the program. The as-would-havebeen-built- 
conditions will be established via interviews with the designers, architects, engineers and project allies used to specify 
and complete the project. The as-would-have-been-builtconditions will be modeled to estimate the consumption of 
the building associated with the as-would-have-been-built-conditions. The evaluation will then idenlify the as-built- 
conditions that were influenced by the program to model the energy consumption of the building under the as-built- 
conditions. The evaluation contractor will employ on-site confirmationlverification inspections to identify the as-built- 
conditions and to asses if the as-built-conditions are being used consistent with the assumplions made by the program 
to adjust the post construction modeling efforts to reflect as used conditions. These comparisons will be used to 
estimate the energy impacts of the building as built. The evaluation contractor will alSo provide feedback to the 
program team regarding the difference between the program-expected conditions and savings and the as built and 
operated conditions and savings to help improve the program's energy savings projection approach. During the 
interview with the key partners and allies and through interviews and program records reviews the evaluation team will 
assess the operations of the program and provide recommendalions for program changes. 
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Adminb$ative 
Raquimanta 

The Company will be responsible for developing the RFQ or RFP, implementation contractor selection and 
performance monitoring, and incentive payments. 

Commercial new construction projects are perhaps the most complex prcgrams to design and manage and will require 
a relatively higher level of Company involvement, at least during design. Depending on the level of involvement that 
the Company chooses to have with program design, the start-up requirement will range between .75 and 1 FTE. 
Steady-state staffing requirements will be in the range of .5 FTE. The resources required from other corporate 
elements will be relatively low, alVlough account managers will play a key role initially in helping idenlify projects 

~ 

Total Savinos: 

p m g m  
Metriu 

The primary metrics are the energy savings. However, given the nature of commercial new construction programs, 
project cycle time (time from initial contact to project completion), project completion rate (ratio of completed projects 
to initial contacts) and cost per project (including incentive and technical assistance costs) are very important gauges 
of program performance. A new construction program will tend to be among the most expensive programs per unity of 
energy saved if extensive technical assistance is provided, and if costs are rising relative to other programs, it could be 
necessary to scale back the assistance offered or to scale back the incentive levels. Because the most important 
impacts of this program type are the long-term changes in the market via transformation of local design and 
construction professionals, new construction programs can provide benefits beyond their specific energy savings. 
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coat- 
SffaCtNanaUr 

Total Resource Cost Test: 1.12 
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Street Light Program 

PROORAM Street Light Program 

Exit =JwY 

Acquire cost-effective energy conservation by upgrading identified street light fixtures to more energy 
efficient models andlor technology. 

Customers (primarily communities) in the Ameren Illinois Utilities (the Company) service territory that have 
mercury vapor andlor incandescent street light fixtures that are owned by the Company. 

Three year initial program implementation (2008-2011); Continuation of the program in subsequent years 
will depend on results of the initial period. 

Company-owned mercury vapor and incandescent outdoor protective lighting or street lights will be 
replaced with high pressure sodium fixtures. Other energy efficient technologies such as HID and LED will 
be considered and used where appropriate. Reduced energy charges through filed tariffs and discounts 
for the cost of installing new fixtures will create acceptable economics for adoption by customers. The 
primary delivery strategy will be direct contact with customers who have mercury vapor andlor 
incandescent street light fixtures owned by the Company. Essential elements of the program will include: 

Company Community and Field resources will provide support for promotions and networking with 
customers and be a primary contact for conveying information and responding to questions regarding 
the program 

program. 
Training -educate internal staff on the benefts of energy efficient lighting and specifics of the 

Consumer incentives-provided to offset the purchase price 

The Company may hire a third party contractor to provide final design and to implement the program. The 
two pillars of the implementation strategy are (1) Effeclive outreach and (2) Effective incentive fulfillment. 
These activities will be designed to yield savings that can clearly be attributed to the Companies 
investment. Given the budget and the nature of community purchasing behavior (communities tend to 
determine annual budget costs based on a short-term payback period and approval of expenditures may 
require several months) this program will begin implementation in early summer of 2008. The Company 
(or third-party implementer, if one is used) will: 

Conduct promotions lhrough outreach to the communities primarily through direct letter campaign. 

Leverage the Companies Street Light Program initiatives with any similar type street light program that 

Where necessary, form relationships with contractors to replace mercury vapor andlor incandescent 

The implementation contractor will also act as a resource for customer inquiries and take a leadership role 
in developing a campaign for community outreach. If the company hires an implementation contractor, that 
firm will be responsible for community outreach, campaign development and execution and incentive 
fulfillment. 

The time-limited nature of the promotions through direct mail that will characterize this program makes it 
relatively easy to exit this market if the program is found to not be cost-effective or if the Company's 
strategy changes. It will be important to emphasize as an element of the promotions that any incentives 
are available only on a first-come-first-sewed basis. 

DCEO may initiate - piggyback on activities with contractors participating in both programs. 

street lighting fixtures with energy efficient lighting products. 
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Marketing 
stratesv 

Eligible 
Measures and 
Incentive 
stntegy 

M I W n e a  

E W V  
R W + J h M b  

The marketing strategy will coincide with the implementation strategy. With the marketing program 
directed specifically to customers who have a specific type of street light fixture lhat is owned by the 
Company, it should be relatively easy to capture audience attention and to communicate the benefits (wst 
and lighting improvements) to the customers. The most effective marketing strategy will be to build 
awareness around the specific promotions, the potential lower operating costs, improved lighting and the 
opportunity to improve the environment. One important consideration in both implementation and 
marketing strategy is the planning cycle of the eligible customers and will require that program information 
be provided to the customers as early as possible to account for the time necessary for lhe customers to 
seek approval to expend dollars. Essential elements of the marketing strategies will include: 

Direct mail to eligible customers 

Web placement with downloadable program information 

Coordination wilh any similar type street light program the DCEO may initiate 

December 2007: - Issue RFP for implementation services 
February 2008: - Commission approval 
March 2008: - Select implementation contractor 
March 2008: -Execute implementation contract 
May 2008: - Complete detailed implementation plan 
June 2008: -Program launch 

The evaluation approach will be conCngent on the evaluation resources available to the study and the 
results of an evaluation planning approach that focuses the evaluation resources on the programs with the 
most savings and highest risk of being inaccurate. This is a relatively small program in the podfolio 
contributing to less than five percent of porlfolio savings over three years so it will likely not be studied at 
the same level of rigor as larger programs. That said, the program has a well-specified target market and 
a limited number of measures that are easy-to-install, so a small budget may be used effectively to verify 
program savings and recommend program process improvements. 

The evalualion approach for this program will employ a sampling strategy that focuses the evaluation 
sample to reflect the types of projects recorded in the tracking system. Budget permitting, the evaluator 
will use on- and off-site engineering verification assessments to confirm the project's as-installed and used 
conditions that provide the expected savings. offkite verification assessments only may be satisfactory 
under a tighter budget. The evaluator will review energy savings assumptions and calculations used by 
the program and compare it to data collected during the evaluation to alter the program assumptions and 
calculations as necessary. The evaluator will test the validity of program baseline assumptions via 
interviews with participants and findings from the on- and off-site engineering assessments. 
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Most direct program administrative requirements will be handled by one or more third party 
implementation contractors. The Company will manage the procurement of implementation services, 
provide policy direction, and provide oversight of program W Q C ,  tracking and reporting. Activities to be 
undertaken by the implementer indude: 

Account management 

Manufacturer coordination 

Onthe-ground coordination with other programs 

Field management and delivery 

Tracking4ata tracking including incentive and savings, customer data, and retailer data 

Incentive processinglfulfillment* 

Customer support-toll free customer service line (decision must be made as to whether customer 

Reporting 
The Company will need to allocate approximately .5 FTE during program start-up, with a steady-state 
requirement of 0.5 FTE for direct program management. The Company will need to develop a system for 
tracking key program data (this system will likely serve all programs). Company marketing/customer 
relations staff will be key participants in program design and approval of marketing strategies and 
collateral. Participation will be required of the Company's webmaster. Total FTE requirement during the 3- 
4 month start-up is .5 - .75 FTE Company-wide. 
With respect to incentive fulfillment, an early decision must be made as to whether incentives will be 
processed by the implementation contractor or the Company. Standard practice uses the implementation 
contractor, but could require the Company to advance funds for the inenlives, or to otherwise develop a 
process for quickly moving funds to the implementation contractor. 

'(Note the Company may consolidate incentive fulfillment across all programs) 

program inquiries should route through the existing Companies call center and website). 
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Program 
M&kS 

The principal program metrics are the annual energy and demand savings, and delivery at or below 
budgeted cost. Secondary metria include time-to-approve and time-to-install, and customer 
complaintdcomplaint resolution. The Company will monitor cost per kWh saved and cost-effectiveness. 
Deviations of more than 10% from levels estimated in the final implementation plan may result in fomal 
program review and possible revision. 

Total Resource Cost Test: 
1.93 
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4.2.4. 
With an eye toward reduced reliance on expensive peak power and increased system stability, 
the Ameren Illinois Utilities’ Demand-response programs elements will acquire cost-effective 
Demand-response capabilities from both eligible residential and business customers. These will 
be designed to provide value to participating customers through incentives that encourage 
participation and reduce the rate of participant turnover (churn). In residential applications, the 
Demand-response measures will be designed to piggyback on other program elements, for 
instance by using the HVAC and home performance programs as an opportunity to offer free or 
reduced-cost installation of the load control switches necessary for participation in the utilities’ 
Demand-response offerings. 

For residential and commercial customers, the Demand-response program offers another 
element of whole building energy management, and can be another entry point for customers 
into the suite of efficiency services the utilities can provide. 

Residential and Business Demand-response Solutions 
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Residential Direct Load Control 

PROORAM Residential Direct Load Control 

This prwram is designed to acquire peak demand reduction throuah fulkautomated Direct Objecthre 

Target Market 

pmgm 
Duntion 

LoadCohrol of residential central ai; conditioners. 

Residential single family homes with Central Air Conditioners (AC). Residential multifamily 
homes could also be eligible if they singularly have control of and pay for electric service. Other 
electric appliances, such as hot water heaters and pool pumps could also be incorporated into 
the program. 

June 2008-May2011 

98% of the Ameren Illinois Utilities (The Company) residential customers are estimated to have 
a Central AC system. These systems typically account for half of a home's summer peak 
demand. Under this program, the Company provides free installation of a load control switch 
and a modest customer incentive for authorizing the Company to cycle the customer's air 
conditioner during times of high peak load. 

Direct AC load control switch. 

lmpkmntaon . This program w I be implemenred pnmanly by the Company with third party nstallarion and 
markeling assistance The Company w I so ic I partiupat on primarily throLgh D II nsens. uVhen 
a participation request is received, the Company will mute the job toits insthation contractor; 
average time from order to install is estimated to be approximately one working month. The 
Company will then exercise control over the switch. The customer will be paid an incentive for 
agreeing to place the air conditioner under the Company's control for up to eight hours per 
season. 

A program termination would be based on program cost-effectiveness falling below acceptable 
levels. Cost-effectiveness will be greatly affected by churn rate and acquisition cost. If an exit is 
warranted, market impacts will be slight since only participating end use customers are 
significantly affected by the program. Experience suggests that direct load control programs are 
scalable and so this program can be viewed to some extent as a hedge that can be grown or 
shrunk in response to the performance of other portfolio elements 
Customers would be recruited using an annual direct mail bill insert campaign, with recruiting 
supported initially by a broader awareness-building campaign based largely on print media. The 
program should also be wmarketed with the efficiency programs aimed at central HVAC 
systems. A customer hit rate of between 7% and 10% is considered typical. 
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E M U  
Requirements 

Adminirtntive 
Raquimenta 

EdilMtUl 
Partklprtion 

4. Ameren Illinois Utilities' Portfolio 

December 2007: Drafl and distribute implementation vendor RFP 
February 2008: Commission approval 
February-April 2008: Final program design and installalion contractor selection 
April-May 2008: Prepare initial customer recruiting campaign 
June 2008: Program launch 

The key EM&V i sue is verification of the load reduction, both in terms of the reduction per 
control point as well as the signal success rate which affects the averqe redudion across 
control points. The Company will work with the third party M&V contractor to design and exewte 
appropriate analyses of a statistically valid set of sites to verify the per unit load reductbns. 

The start-up FTE requirements will range between 1 and 2 FTE to arrange for installation 
services, manage the development of control protocols and software, and prepare the initial 
markeling recruiting campaign. Steadyslate requirements are approximately .5 to 1.0 FTE on 
an annual basis, although the requirements are concentrated during the annual recruiting and 
installation cyde. Participation by the Company's marketing and operations staffs will be 
required for start-up and ongoing implementation. 
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Total Savings (rounded to nearest MW) : 

I I I I 

I 1.00 I 1.00 I 1.00 I 

The primary metric is demand reduct i .  Key secondary metria include redudin per customer, 
churn rate and acquisition cost. 

Total Resource Cost Test 1.73 
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Commercial Demand Credit 

PROGRAM Commercial Demand Credit 

Objective Acquire 13 MW of peak load reduction through enrollment of eligible retail commercial customers 
in the Commercial Demand Credit Program throughout the program period. Eligible retail 
commercial customers are idenMied as those commercial customers with demands less than 400 
kW receiving fixed price supply service from the Ameren Illinois Utilities 

Eligible retail commercial facilities with peak demand reduction capabilities of 25 kW or greater at a 
single premise and an interval meter will be eligible to participate in the Program. 

Initial program implementation period is three years, commendng in June, 2008 and ending in 
May, 2011. Assumed that the program will continue throughout the planning period. 
Eligible retail commercial customers willing to curtail their service by Me Ameren Illinois Utilities 
(The Company) at times of peak demand enroll in the Program by signing a curtailment service 
contract and providing an action plan for complying with the rider. The contract will specify that 
during curtailment events in which the customer participates, the customer must reduce demand to 
the level specified by the customer or incur a penalty for not reducing demand. The Company will 
provide participating customers with an automated fax and email, on the day prior to or the day of 
a curtailment event. Customers will receive a perevent incentive payment in the form of a bill 
credit for reducing demand to the contractually-specified level during a curtailment event. 
Customers receive payments only for demand reductions during events. 

Target Market 

Program 
Duration 

Program 
~afimn 

Eligible NIA 
YOaSUnr 

1m-o" The Program will be implemented by the Company, with customer outreach and enrollment. 
stntagy The Program would be open to commercial customers served under the Power and Energy Supply 

Option Rider BGS - Basic Generation Service and under the following Rider BGS Service 
Classifications: 

BGS2 - Small General Service 

BGS3 -General Service (<400 kw) 
The Company will identify customers on these rates that alw have an interval meter and that have 
the ability to reduce demand by at least 25 kW. 
The Company will notify customers by 8 am on the last business day prior to andlor 8 am on the 
day of the curtailment event. The notification will direct customers to the Program website, which 
will contain additional information about the event, including event period hourly prices. 
The customer will then notily the Company by 10 am of its intent to participate in the event, and its 
curtailable load for each hour of the event. If the customer does not respond by 10 am, the 
Company will assume that the customer will not participate and no incentive will be paid. 
Customers that do not respond or curtail load to a predefined number of consecubve curtailment 
requests, as defined by the Company, will be considered in default of the Program. Also, 
customers that notify the Company of their intent to participate but do not actually curtail load will 
also be considered in default of the Program. The Company will eliminate customers in default of 
the Program with thidy days written notice. 
The Company will then determine the appropriate curtailment total and the resulting paymentshill 
credits. 

Demand-response programs typically have relatively little market impact in the sense that program 
market entrylexit alters market behavior. Customers typically will n d  install energy management 
systems specifically to enable participation in such programs, since the customer-side economics 
of DR programs usually don't justify the investment cost. Therefore, participants invest relatively 
little and do not risk stranded investment should the program be terminaled. 

~fim 
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lnwntivs 
strategy 

Eligible retail customers will be identified and informed about the Program through direct mailings. 
Additional outreach will be conducted through program presentations at relevant meetings, 
conferences, and events targeting eligible retail commercial end users in the Company’s service 
territoly. 

Customers will receive a price per kWh for reductions during a curtailment event. 

Milestones 

EMW 
Requircrnantr 

Adminirlrathrt 
Requiranantr 

December 2007: - Issue RFP for implementation services (jointly with the Prescriptive Incentive 
Program) 
February 2008: -Commission Approval 
March 2008: -Execute implementation contract 
April 2008: -Complete detailed implementation plan 
June 2008: -Program launch 

An EM&V approach that is typically used for curtailment or interruptible programs compares 
interval meter data for participating customers during curtailment events with customers’ baseline 
peak demand. The customer baseline will be calculated by selecting 10 similar days that occurred 
prior to the curtailment event day, not induding any weekend, holiday, or other curtailment event 
days. From these 10 similar days, the 3 days with the highest overall energy consumption during 
the curtailment hours will be selected, and an hourly average baseline will be calculated from 
these data. 

Program administration will require marketing and outreach to eligible retail customers, customer 
enrollment and contract management, notificalion of curtailment events, and processing of 
incenbves. 

Each retail commercial customer achieves an average demand reduction of 25 kW per curtailment 
event. 
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Savings 
Targets 

I 25 kW I 25 I 

Peak demand reduction targets: 

Program 
Yetria, 

The primary metric for the program is the peak load reduction target. Secondary metrics include 
the customer attAion rate (both dropcuts and customers that are removed from the program for 
non-palticipation). 

Cort- 
effectivelmss 

Total Resource Cost Test: 2.50 
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4.2.5. DCEO Programs 
The DCEO portfolio is described in detail in the program templates filed by DCEO with the 
Commission under separate cover. 
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5. Evaluation, Measurement, and Verification 
(EM&V) 

5.1. Overview 
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. 

EM&V activities generally can be classified as: (1) Impact evaluations - determinations of 
program energy savings and cost-effectiveness; (2) Process evaluations - assessments of the 
effect of program structure and implementation has affected program performance; (3) 
Verification of program participant compliance with program terms and of actual measure 
energy savings for purposes of paying incentives; and (4) Market effects studies -attempts to 
determine the extent to which a program has changed the way a market behsves; for example, 
by influencing retailer stocking practices. 

Impact evaluations are most often performed by organizations independent of those responsible 
for designing and implementing programs to ensure objectivity; thus the Act's requirement that 
the Company retain independent third party evaluation services. Verification functions often are 
performed by program implementers or administrators to ensure that the program is paying only 
for actual installed and operating energy saving measures. Process evaluations and market 
effects studies typically are also prepared by independent evaluators, but process evaluations in 
particular are used less to verify performance than to help improve performance and, as such, 
require active participation by the program administrator/implementer. 

An impact evaluation involves three basic determinations: 

1. The number of measures actually installed and operating. Program tracking information 
will report claimed installations based on incentive applications or other records of 
program participation. The impact evaluation uses various sampling and statistical 
techniques to independently verify these claims. This activity is relatively straightforward 
and typically relies on follow-up phone or site surveys of participating customers. 

2. The amount of energy saved by the energy efficiency measures installed through the 
program. The Company's Plan is based on estimates of likely energy savings per 
measure. The evaluation will use a variety of techniques to independently calculate per 
measure savings. The methods required to independently verify per measure savings 
can be quite complex depending on the measure, and will involve activities such as 
placing measurement equipment on installed measures, conducting billing analysis or 
preparing engineering studies. A substantial amount of such work already has been 
done across the country for common measures that oflen can be used in other 
jurisdictions because the results will not vary significantly from place to place. 

3. The level of energy savings that can be attributed to the program. Every program will 
have some participants who would have undertaken the action promoted even in the 
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absence of program incentives (free riders). Similarly, every program will induce some 
customers to take actions without actually claiming incentives; in other words, they will 
be influenced by the program via retailer advertising or word-of-mouth to install 
measures that the program does not actually provide incentives for (spillover). The 
impact evaluation attempts to determine the net effect of free riders and spillover in 
determining the level of energy savings that the program was actually responsible for. 
This net effect is sometimes known as the net-to-gross (NTG) ratio. The research and 
analysis required to independently establish attribution factors can be quite complex and 
may not be particularly precise given that it relies largely on the responses of program 
participants and non-participants to a battery of behavioral questions conducted some 
time (sometimes many months) after they participating customers took advantage of the 
program's services. 

The product of the number of verified measures installed under a program, verified energy 
savings per measure and the NTG ratio is the net energy savings realized per program. 
Depending on the rigor applied to each step and the availability of data, an impact evaluation 
can take six months or more to complete from the relevant date of reference. For example, an 
evaluation of year one program ensrgy savings (June 2008 - May 2009) might not be 
completed until late 2009. 

There are several EM&V related activities that will be undertaken at various levels and at 
different stages during the portfolio implementation process to support the purposes outlined 
above. Although some of these activities are inherently program management activities and the 
responsibility of the Company, we believe that all parties are best served by establishing a 
forum for ongoing stakeholder participation that provides the opportunity for parties to shape the 
structure of the evaluation process initially and as a function of the evaluation results. Key 
EMBV activities include the following: 

Select an independent program evaluation contractor(?.); 

Establish appropriate program M&V protocols and guidelines; 

Establish stipulated savings values for prescriptive measures; 

Establish benchmark net-to-gross values; 

Verification and due diligence of project savings; 

Provide an independent evaluation of program impacts; and 

Provide internal quality assurance/control. 

5.2. Selecting a Master Evaluation Contractor 
The credibility of program energy savings is based on the verification of reported energy savings 
by an independent evaluator. The evaluation process is managed differently in different 
jurisdictions, but in every case, the process relies on the use of an evaluation contractor without 
financial interest or the appearance of any conflict of interest with the Company or any of its 
implementation contractors. 
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By statute, the Company retains the responsibility to retain an independent evaluator to 
determine annual energy savings and portfolio cost-effectiveness. However, the importance of 
the process, the need to ensure its credibility and the expertise that can be brought by a number 
of our stakeholders, all suggest that the process for selecting this contractor will benefit from 
stakeholder participation. We envision an advisory process that would have stakeholders work 
with the Company to develop a scope of work for the contractor that would be contained in the 
request for proposals. We would also work with stakeholders to develop a list of potential 
bidders to whom the RFP would be sent. While the Company ultimately must take responsibility 
for the choice of contractor, we believe that the proposal review process would benefit from 
stakeholder participation. This process should begin as soon as the Commission issues its 
decision and the contractor should be in-place by late April 2008. 

5.3. Establish Appropriate Program M&V Protocols and 
Guidelines 

During the program design phase and prior to program launch, the Company will work with the 
Company's evaluation contractor (and the contractor used by ComEd if different) to establish 
appropriate M&V protocols specific to each program. All M&V protocols will be developed in 
accordance to the International Performance Measurement and Verification Protocol (IPMVP), 
and will take advantage of the development of other recent similar protocols. The M&V protocols 
will address the following: 

The type of evaluation required for each type of program based on IPMVP guidelines. The 
guidelines include four basic options: 

Option A: Stipulated savings values 

Option B: Short-term field measurement of savings 

Option C: Detailed billing analysis 

Option D: Calibrated simulation analysis 

The schedule for evaluation activities. 

The methods to be used in estimating and applying net-to-gross ratios. 

The contents and format of evaluation plans to be prepared by the evaluator. 

The contents and format of evaluation reports. 

The allocation of available evaluation funding across time and evaluation activities. 

With respect to the specific evaluation approach for each program, the Company believes that 
stipulated savings values (Option A) should be utilized to the extent possible where appropriate 
to help streamline the savings calculation process and minimize impacts on administration 
budgets. Where stipulated savings values cannot be feasibly established, simplified M&V 
methods, requiring minimal data collection, will be developed for specific measures, which may 
include the implementation of a single measure or one-for-one replacement of equipment such 
as chillers and motors. For all other projects, such as comprehensive projects or custom 
rebates, a more robust M&V method may be required. The level of M&V performed should 
correspond to the level of risk to the Company in assuring performance and persistence of 
savings. 
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5.4. Establish Deemed Energy Savings Values 
The Ameren Illinois Utilities proposes that certain measure savings values be deemed 
appropriate by the Commission for purposes of planning and evaluation. The Company 
proposes that any changes in the deemed values that the evaluator believes are appropriate 
should be applied on a prospective basis only. The specific measure savings values that the 
Ameren Illinois Utilities proposes be deemed are included in the testimony of the Ameren Illinois 
Utilities witness Val Jensen. 

The measures for which the Ameren Illinois Utilities proposes the Commission deem savings 
values primarily are common lighting measures used within the Residential Lighting and 
Appliances program element, the Residential Multifamily program element, the C&l Prescriptive 
Incentive program element, and the Street Light program element. In these cases, the majority 
of savings is expected to come from measures for which the savings are well understood and 
can be reasonably predicted. Deeming such standard measures is common under the 
International Program Measurement and Verification Protocol (IPMVP) Option A, which provides 
for deemed savings values and verification of installations for prescriptive measures included in 
approved measure lists. 

The independent evaluator still will be responsible for determining program savings based on 
independent verification of installation of these measures. The Company would be responsible 
for tracking claimed installations and would (as noted below) conduct its own verification checks 
as part of program management due diligence. 

5.5. Establish Benchmark Net-to-Gross Values 
In addition to deeming certain measure savings values, the Ameren Illinois Utilities propose that 
the Commission adopt deemed values for program net-to-gross ratios. These values would be 
used by the evaluator in estimating program net savings. The net-to-gross ratios that we 
propose the Commission deem as appropriate are the standard values used for program 
planning in California, and are specified in the California Energy Efficiency Policy Manual. 
These values are the product of substantial evaluation research and review. The Ameren Illinois 
Utilities also propose that the Commission explicitly define the net-to-gross ratio as the sum of 
free rider and spillover effects. The specific net-to-gross ratios that the Ameren Illinois Utilities 
proposes be deemed are included in the testimony of the Ameren Illinois Utilities witness Val 
Jensen. 

As its budget allows, the evaluator is expected to conduct net-to-gross studies that would 
update the deemed values proposed by the Ameren Illinois Utilities. Those updated values 
should be used by the Ameren Illinois Utilities for planning purposes and by the evaluator for 
calculating program net savings in future years. For the reasons articulated in Section 1 of the 
Plan and further explained in the testimony of Mr. Jensen, failure to establish net-to-gross ratio 
estimates prior to the beginning of program implementation, subjects the Company, trade allies 
and customers to significant uncertainty and risk. Retroactive application of net-to-gross ratio 
estimates different from those used for planning purposes can mean the difference between 
meeting savings goals and not meeting them as a function of nothing more than a calculation by 
the evaluator based on, at best, limited data. 
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5.6. Verification and Due Diligence of Project Savings 
The Company will work with implementation contractors to develop and implement QNQC, 
inspection and due diligence procedures for those programs for which stipulated energy savings 
are not appropriate. These procedures will vary by program and are necessary to assure 
customer eligibility, completion of installations, and the reasonableness and accuracy of savings 
upon which incentives are based. The evaluation contractor will have responsibility for 
installation verification and estimation of energy savings for purposes of independent evaluation. 

The activities that the Company will undertake in performing M&V procedures may include, but 
are not limited to, the following: 

Review of custom rebate applications and project proposals for eligibility and completeness. 

Inspect and verify a statistically valid sample of installations for purposes of ensuring 

Prepare and facilitate M&V plans where needed based on the project, and assure adherence 

compliance with program requirements. 

to IPMVP protocols. 

Approve projects and incentive amounts for payment. 

The Company will retain third party engineering expertise for project evaluation and M&V 
services as necessary. 

5.7. Provide an Independent Evaluation of Program Impacts 
Impact evaluations are designed to analyze and measure the impact of a program in terms of 
program participation, measure installation and achieved net demand and energy savings. The 
impact evaluation is focused on the quantitative measurement of the attainment of program 
goals, and the primary objective of an impact evaluation is usually the independent verification 
of program savings. 

The master evaluation contractor will determine program and portfolio impacts based on the 
evaluation protocols and individual program evaluation plans developed by the evaluator. The 
Company will implement a program tracking system that can support both ongoing program 
management and assessment and the independent evaluation. A critical requirement of an 
evaluation study is a detailed analysis and explanation of the factors accounting for the degree 
to which the original estimate of energy savings corresponds to the estimate produced by the 
study, termed the ”program realization rate”. A realization rate often incorporates two elements; 
(1) verification of gross energy savings-the extent to which installation of a measure or 
completion of a project produces estimated energy savings, and (2) estimation of net impacts - 
subtracting from gross verified energy savings the energy savings realized by free riders. 

To maximize the efficiency of the evaluation given limited evaluation funds, final program 
designs and implementation plans will include detailed recording, tracking and reporting 
protocols. 

5.8. Provide Internal Quality Assurance and Control 
In addition to the procedures outlined above for verifying energy savings from the Company’s 
proposed portfolio, we will implement appropriate internal controls to assure the quality of 
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program design and implementation. The Company will establish a consistent and integrated 
tracking and reporting system for all programs in the portfolio. The Company will produce 
internal monthly reports on all customer interactions, including customers recruited, incentive 
applications, incentives processed, and installations verified, and will establish procedures for 
ongoing verification. The Company will require implementation contractors or staff to routinely 
contactlvisit a sample of participating and non-participating customers to assess the quality of 
program delivery and the installation of measures for which incentives were claimed. The 
Company will track on an on-going basis, incentive fulfillment time, technical services delivery 
times (how long between customer request and audit completion for example), incentive 
documentation, and customer complaints among other metrics of program performance. 
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6. Implementation Planning 
Implementation of the energy efficiency efforts outlined in this Plan requires continued planning 
at both the portfolio and program levels to further refine and expand the information presented. 
This section outlines the tasks and schedule for developing portfolio elements and introducing 
them to the market-place in an orderly, cost-effective manner. 

6.1. Portfolio Level 
Implementation planning at the portfolio level involves an ongoing assessment of program mix 
and timing to assure that the portfolio remains aligned with objectives. Specific implementation 
activities associated with the portfolio as a whole include tracking system development and 
management, market assessment and market research, development and management of an 
overall marketing and communications strategy and design and management of a back office 
including processes for incentive fulfillment, procurement of implementation services, and 
integration with broader corporate services such as billing, accounting and web services. 

6. 1. 1. 
This initial Plan is based on best-available information regarding the market into which the 
portfolio is to be introduced. However, lack of territory-specific data regarding energy efficiency 
measure saturations and housing and building stock limits the Company's ability to conduct 
effective portfolio and program planning over the longer term. In addition, while the programs 
included in the portfolio are based on current practice across the utility industry, the Company 
has not had the opportunity to test program design with customers through targeted market 
research. The Company will, therefore, 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 programs 
could include: 

An appliance saturation study. 

Market characterization studies of key markets such as residential lighting, residential HVAC, 
commercial lighting, and new construction. 

Customer satisfaction surveys and focus groups designed to elicit customer feedback on 
program design and delivery. 

Program process evaluations to assess program design and implementation processes 

6.12. Develop Portfoio Communications Plan 
Each program 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 communications strategy. 

Market Research and Analysis 

115 



6. Implementation Planning 

6.7.3. Back-otWce Systems Developmenf 
Back-office systems for tracking, reporting and incentive fulfillment are a critical operational 
component of the efficiency portfolio. Accurate acquisition, storage and reporting of data are 
essential for portfolio management and goal achievement. The system@) must be capable of 
providing timely information to evaluate portfolio and program performance and support 
adjustments in program efforts and focus. The final design of the back-office systems must be 
consistent with portfolio administration and program implementation structures and current 
Company IT systems and resources. 

Key system requirements include: 

Ability to log each customer participantlcustomerllocation 

Ability to track each interaction with the participant 

Ability to match participantlcustomer information to account numbers and associated data on 
the Company's current systems, and ability to upload/download account information 

Ability to store and upload/download site and project information 

Ability to process and record incentive transactions 

Ability to sendlreceive to/from program web site 

The Company currently is evaluating whether the required functionality is most efficiently and 
cost-effectively obtained through modifications to legacy systems or a third party system. 

In addition to building a tracking system, processes must be developed for receiving, processing 
and paying program incentives. Typically, implementation contractors have responsibility for 
incentive payment with reimbursement by the Company. In the case of large projects, however, 
the Company may retain the incentive approval and payment responsibility. In either case, the 
processes must be uniform, documented and auditable. The Company does not intend to 
implement online incentive application and payment processes initially. 

6.2. Program Level 
The process for developing and implementing the efficiency programs in the portfolio will 
typically follow the process diagramed in Figure 5. 
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Figure 5: Program Development and Implementation Process 

6.2.7. Select Implementation Contractors 
The Company will rely extensively on third party contractors to implement the programs within 
its slice of the portfolio. These contractors will be selected via competitive bid through requests 
for proposals expected to be issued in December 2007. The Company will evaluate these bids 
coincident with the Commission’s review of its Plan, and will select contractors based on best 
value offered to the Company, subject to the Commission’s approval of the Plan. Where 
appropriate and to the extent that it would strengthen program delivery and reduce costs, the 
Company will coordinate the selection of contractors with ComEd. 

We anticipate contracts for the following: 

Business energy solutions. Bundled delivery of prescriptive and custom incentives and retro- 
commissioning services. We believe the most effective commercial and industrial program is 
the one that offers a broad range of solutions without requiring the customer to sort through 
a variety of specific program offerings. This program suite also will likely include one or more 
technical assistance and training programs such as Building Operator Certification (BOC) 
training. 

Commercial new construction. New construction programs typically work through different 
channels than retrofit and equipment replacement programs. 

Residential appliance recycling. This program has unique requirements that are not easily 
bundled with other residential programs. 
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Residential mid- and upstream programs. The proposed residential lighting program most 
likely will be delivered through retail channels as would most other residential appliance 
programs. Currently, the Company plans to have a single contractor manage all mid- and 
upstream consumer products programs offerings. 

Residential energy solutions. All program initiatives aimed at the residence (home and 
apartment) would be managed through a single contract. As with the commercial energy 
solutions approach, the Company believes that customer service and program effectiveness 
is maximized by integrating all residence-focused programs under a single implementation 
contract. 

The Company will consider use of performance-based contracts that tie some fraction of 
contractor compensation to delivery of verified energy savings, or provide incentives for delivery 
of specified verified energy savings below budget. Use of performance-based contracts could 
enable the Company to manage some of its performance and evaluation risk, although the 
value to the Company and its customers of such contracts depends on their structure and the 
cost of the risk premium that the Company would need to pay. 

6.2.2. Finalize Program Designs and Implementation Plans 
The program templates presented above are intended to provide sufficient detail on program 
design, implementation and evaluation to support stakeholder and Commission review of the 
Company's portfolio. However, actual implementation must be based on much more detailed 
program designs and implementation plans. The Company envisions that these detailed plans 
will be developed by the entities selected to implement the programs, in close consultation with 
the Company. Should performance-based contracts be used for one or more program elements, 
the contractor should retain some latitude for program design to maximize the likelihood that it 
can meet performance targets. 

Final program designs will describe the final proposed structure of the program, specific 
incentive levels or methods for calculating incentives, and marketing and recruiting strategies to 
ensure that targets are met. It is likely that as final designs are completed assumptions used to 
prepare this Plan will be revised. Specifically, final design is likely to refine the types and costs 
of measures to be included, the level of incentives and specific program costs based on the 
more detailed design. Therefore, the final step in the program will be a recalculation of program 
element cost-effectiveness to ensure that the program continues to pass the Illinois TRC test. 
The implementation plans will provide detailed roadmaps for program roll-out and management, 
including customer qualification, rebate fulfillment, customer care, data capture and tracking, 
reporting, and quality control processes. The implementation plans also will include quarterly 
projections of installations and spending, as well as all proposed participation agreements and 
incentive forms. 

6.2.3. 
At the same time that the Company is working with contractors to finalize the implementation 
plans for its resource acquisition programs, it will develop the structure for its market 
transformation initiatives and put in-place the elements needed for program and portfolio 
management. Once final designs and implementation plans are complete, the portfolio budget 
will be rebalanced to ensure that it remains within the spending limit, and the portfolio TRC will 
be checked to ensure that the portfolio remains cost-effective. 

Finalize Portfolio Strategy and Budget 
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6.3. Program Implementation Management 
Direct program implementation will be the responsibility of the contractors retained through the 
procurements described above. The Company will assign Residential and Business program 
managers to oversee the contractors. These managers will have responsibility for ensuring 
effective implementation processes are in-place and followed and for regular reporting of 
program progress. The Company will review the performance of all contractors and will add or 
subtract contractors as needed. 

6.4. Portfolio Implementation Schedule 
A proposed schedule for the portfolio implementation process has been developed based on 
Commission approval of the Plan in February 2008. This schedule provides for completing 
program design and portfolio management structure development by the end of May, with 
program launch in June 2008. 

A phased-in deployment of the efficiency programs is necessary for an orderly development of 
programs in a cost effective manner. Attempting to deploy all proposed programs 
simultaneously in June would over-extend management resources. Through the use of 
Implementation contractors, the Company intends to roll-out the street light replacement 
program as well as the majority of Residential Energy Efficiency Solutions and Business Energy 
Efficiency Solutions during the months of June, July and August in 2008. The Company has a 
stated goal to become a performance leader in Energy Efficiency and Demand-response in the 
United States and to this end, the Company reserves the right to choose the final program 
launch date once all of the yet to be defined launch criteria are met to ensure that each program 
is established with all of the tools for success. 

The Company will initiate a second phase of programs in 2009, the programs included in this 
phase are the Commercial New Construction Program, the Residential Diagnostic and HVAC 
Tune-up Program and the Residential New HVAC program. The Company opted to push these 
programs to the second phase of program launches due to the lag time required to complete 
training for contractors and retailers. 

The proposed portfolio implementation schedule is shown in Figure 6 through Figure 10. A 
detailed implementation plan incorporating the steps described above will be prepared following 
Commission approval. 
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Figure 6: AIU Business Energy Efficiency Implementation Timeline 

Figure 7: AIU Residential Energy Efficiency Implementation Timeline (I of 2) 
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Figure 8: AIU Residential Energy Efficiency Implementation Timeline (2 of 2) 

Figure 9: AIU Street Light Implementation Timeline 
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Figure I O :  AIU Residential and Business Demand-response Implementation Timeline 
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7. 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. This 
section outlines these functions, and the Company’s proposed approach to managing them. 

7.1. Management Functions 
Implementation is built upon five functions, several of which are largely internal to the Company. 
These are illustrated in Figure 11 

Figure 11: Portfolio Management Functions 
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7. f. f. 
This function sets, communicates, and ensures follow-through with the Company’s portfolio 
strategy, and includes the following activities: 

Portfolio Strategy: Develop and revise the strategy guiding the composition of the portfolio, 
including allocation of available resources across sectors and programs. The strategy will be 
reviewed at least annually. 

External Coordination: Communicate the Company’s strategy and progress to the ICC and 
key external stakeholders. Manage collaborative efforts with external stakeholders related to 
ongoing portfolio design and EM&V activities 

Internal Coordination: Identify internal systems and functions that contribute to or are 
affected by program implementation and management. Ensure all internal stakeholders are 
involved in developing the final implementation plan. Coordinate activity to ensure internal 
tracking and reporting systems are in-place and integrated as necessary. Ensure use of 
consistent messaging and provide general oversight of the planning and implementation. 

Budgeting and Financial Management: Set annual program and administrative budgets 
consistent with the portfolio strategy and available resources. Track costs against budgets. 

QNQC: Manage overall portfolio quality assurance, reviewing reports from individual 
programs and monitoring quality of internal systems and Company-provided services 

Communications and Marketing Strategy: Coordinate development of the overall portfolio 
messaging, and ensure that Company-developed standards are met by program 
implementers. 

Executive Management - Internal 

7.1.2. Policy and Planning-Internal 
This function provides the analysis and ongoing market intelligence to support the Executive 
function. Key policy and planning activities include: 

Program and Portfolio Analysis: Energy savings and cost-effectiveness analyses of the 
programs comprising the portfolio and the portfolio as a whole. Subsequent to Commission 
approval of this Plan, the Company will direct development of detailed program designs and 
a re-analysis of portfolio costs and benefits based on any new information as it becomes 
available or as final designs change from initial proposals. The planning process will be 
ongoing and an integral element of the Company’s portfolio management, 

Market Research: This Plan was developed over a very short period of time with limited 
information regarding the market into which programs will be introduced (e.g. equipment 
saturations and market shares, the distribution of commercial building types, current building 
energy management practices, etc). Gathering such information, as well as building a better 
understanding of consumer energy efficiency behavior is critical to the ongoing review and 
development of the pottfolio. 

Development and Review of Program Metrics: Set and periodically adjust portfolio and 
individual program performance metrics related to savings acquisition, cost-effectiveness, 
quality control and customer service. Prior to formal program launch the Company will 
develop a portfolio management plan that prescribes performance, financial and customer 
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service metrics for each program and outlines the process to be used to monitor 
performance against these metrics. 

Budget Analysis: Develop and review annual program implementation budgets relative to 
program metrics and performance. Prepare annual reconciliation filings. 

Preliminary Program Design: In most cases, detailed final program designs will be 
developed by the parties implementing the programs subject to Company review and 
approval. However, initial program concepts will be developed and analyzed by the 
Company for consistency with portfolio objectives, market needs and budgets. 

Manage Evaluation: Internal ongoing evaluation and verification activities will be developed 
Third party EM&V services will be procured and the Company will work with the contractor 
and stakeholders to develop specific EM&V protocols, including tracking and reporting 
requirements for each program. Third-party EM&V is expected to commence early and be 
ongoing. The Program Management Policy and Planning function will be responsible for 
managing the evaluation work and incorporating results into ongoing program and portfolio 
reviews. 

7.1.3. Program A dministration-Iniernal 
Also supporting the Executive function are a number of administrative activities that ensure 
development of and compliance with effective and efficient implementation guidelines. This 
function also involves critical coordination between internal and external systems. Major 
activities include: 

Implementation Planning: Managing development of plans and processes for implementing 
and integrating the overall portfolio management structure with individual programs. Develop 
implementation critical paths based on portfolio metrics and available resources. 

Support Back Office System Design and Implementation: Identify requirements for 
program customer relationship management, financial incentive fulfillment and tracking and 
reporting. Determine appropriateness of existing Company systems and define gaps. 
Identify required new systemskystem enhancements and coordinate 
procurement/installation. 

Procurement Support: Many program services will be delivered by third party vendors or 
implementation contractors. RFPslRFQs must be developed for specific competitive 
services. Contracts for delivery must be developed and include performance provisions to 
mitigate the Company's risk. Coordinate with internal corporate legal and procurement 
groups. 

Management of Third-party Vendors: Day-to-day oversight of implementation contractors 
and service vendors to ensure delivery meets contractual standards. Identify program 
design and delivery issues. 

Management of Program Tracking and Reporting: Ensure third party implementers and 
vendors as well as internal staff consistently use the program's tracking system. 
Responsible for monthly system downloads and preparation of status reports including 
program performance and cost. 

Internal EM8V: Using the program tracking and reporting system, as well as on-site 
verification and customer surveys, the Company will conduct ongoing program evaluation as 
a check on overall program quality and an early-warning system to spot potential 
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performance or customer service issues. This function also will manage third party 
contractors hired to perform verification services for certain programs (e.g. C&l Custom 
Incentive). 

1.1.4. Program Implementation-ExternaYlnternaI 
For most programs proposed, the Company intends to hire third party contractors. In most 
cases, implementers will be given the flexibility to propose final program design based on the 
general templates provided by the Company. This approach allows the Company to gain the 
benefit of the implementers’ experience, and provides the contractor with the flexibility 
necessary to achieve the performance requirements the Company will set for each contractor. 
Each irnplementer will be required to use the Company’s tracking and reporting system, and to 
comply with all EM&V guidelines established for the program 

7.2. Management Structure 
Figure I 2  AIU Organizational Chart 

7.3. Tracking and Reporting 
An important early implementation activity will be design and installation of a program-wide 
tracking and reporting system. At this time, a final decision has not been made as to whether 
existing corporate systems can be configured to serve the function or whether a system will be 
procured to run on top of corporate systems. The tracking and reporting system will be required 
to enable the tracking of all transactions associated with implementation including all customer 
interactions (including provision of program incentives and services and associated estimated 
and verified savings) as well as all key internal interactions. The system also will be required to 
support flexible reporting, and imporUexport capability to the Company’s existing customer 
accounts, as well as be capable of linking to any web-based program portal. 
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APPENDIX A. 

Description of the Demand-Side Analysis 
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 Public Utilities Act 95-0481. Each of these steps is described 
below. 

A.1. Cost-Effectiveness Defined 
Senate Bill 1592 as enrolled requires that each utility, 

Demonstrate that its overall podfolio of energy efficiency and Demand-response measures, not 
including programs covered by item (4) of this subsection (0, are cost-effective using the total 
resource cost test and represent 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 if, 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 parficipant 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 
(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 otherwise 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 as 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 = BenefitsICosts 

UAC, i TC, UAC,, f PAC,, ‘5  ( l i d ) ‘ - ’  ,=, (1 + d)‘-’ 
BTRC = 
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PRC, + PCN, + UIC, 
CTRC = c 

!=I (1 t d)'-' 

Where: 

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

UACt=Utility avoided supply costs in year t 

UlCt 

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

PACat =Participant avoided costs in year t for alternate fuel devices (costs of 
devices not chosen) 

UACat=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,, 
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 measures is the sealing of a home's heating and cooling 
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 saving are included in the TRC test, the net result typically is that energy 
efficiency measures that affect a building's heatingkooling 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, 
BTRC = 

,=I (1 + d)'-' 

PRC, + PCN, + UIC, 
CTRC = 

t=I (1 t d)'-' 

The effect of excluding other fuel savings is that fewer measures and programs will be cost- 
effective. 
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A.2. Measures and Measure Data 
The first step in the analysis process is to collect the set of energy efficiency measures that will 
be analyzed as the building blocks for demand-side programs. A measure is a specific 
technology or practice that results in a decrease in the amount of electricity used per unit of 
useful service. A common measure is a compact fluorescent light bulb (CFL) when it is used to 
replace a typical incandescent light bulb. The same level of lighting output is provided using a 
technology that requires much less electricity. Other measures might include installation of more 
efficient commercial lighting technologies, optimizing the refrigerant charge in a central air 
conditioner, and installing purchasing premium efficiency motors. 

Replace-on-Fail versus Retrofit How Savings and Costs are Counted 

As described above, an energy efficient measure is a technology or practice which, when implemented, 
results in less electricity being used to deliver the same service. How much electricity is actually saved 
depends on how we define the baseline against which savings are measured. Two types of baselines are 
oflen considered. 

Replace-on-fail baseline: Most pieces of energy-using equipment have finite operating lives, and most 
consumers do not replace operating equipment before either that equipment fails or, in the consumer's mind, 
it has reached the end of its useful life. At that point, the consumer must make a decision about what new 
equipment to purchase. In most cases, there are several options to choose from, each with a different level of 
energy consumption. When we calculate the energy savings resulting hom adoption of a more efficient piece 
of equipment, we calculate the difference between the energy used by the efficienl equipment choice and the 
energy used by the standard efficiency piece of equipment. Similarly, the costs we count are only the 
incremental costs of the more efficient alternative over the standard technology. Fw example, if a 
homeowner needs to replace their refrigerator, they have a choice belween a new rehigerator that meets the 
basic federal energy efficiency standard or one that meets Ihe higher ENERGY STAR standard. The level of 
energy savings lhey would realize by purchasing Ihe ENERGY STAR model is Ihe difference between that 
model and the standard efficiency new refrigerator. This difference is much lower lhan the difference between 
what their old refrigerator used and what the new unit will consume. Similarly, for purposes of the cost- 
effectiveness analysis we only count Ihe difference in cost between the ENERGY STAR refrigerator and Ihe 
standard new refrigerator. 

Retrofit Baseline: There are some situations in which a working piece of equipment is assumed to be 
replaced before the end of its useful life or for which there is not an existing baseline. For example, adding 
insulation to a home is a relrofit measure - the decision is to add or not add insulation and the cosls and 
savings are measured relative to the level of insulation that is already in the home. Similarly a measure that 
involves properly charging the refrigerant in an existing cenlral air conditioner is considered a retrofit 
measure, and savings are measured relative to an existing under- or over-charged unit. The cost of the 
measure is the full cost to send a technician to test and properly charge the system. 

The objective of this step is to develop a comprehensive list of energy efficiency measures that 
will be screened as part of the planning process. The list of measures to be characterized 
should cover all major end uses within major market segments and customer classes. 
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There are several sources of measures and associated measure data. The source often used 
for most standard measures is the California Database for Energy Efficiency Resources (DEER) 
httD:/lwww.enerav.ca.aov/deerl. This database is maintained by the California Energy 
Commission for purposes of utility energy efficiency planning and program design. The 
database is regularly updated using the results of recent program impad evaluations, market 
studies and direct surveys of equipment suppliers. In addition to using this database, additional 
measures were added to the database used for this analysis based on work that ICF 
International had performed for other utilities, other studies of energy efficiency potential that 
included measure data and recommendations from the Ameren Illinois Utilities, DCEO and 
ComEd. 

The initial set of measures covered the following end uses: 

Residential 
o Lighting 
o Space Heating (including thermal integrity measures) 
o Space Cooling (including thermal integrity measures) 
o Refrigeration 
o Water Heating 
o Dishwashing 
o Clothes Washing 
o Domestic Hot Water 

These end uses were disaggregated by four housing types: 

o Single family 
1 - 
9 

o Multifamily 

Gas space heating with central air conditioning 
Electric baseboard resistance heating with central air conditioning 
Electric heating and cooling with a heat pump. 

Gas space heating with central air conditioning 

Finally, these end uses were represented as being installed in an existing home and a 
new home built to ENERGY STAR levels. 

Commercial 
o HVAC (Heating, Ventilation and Air Conditioning) 
o Lighting - interior and exterior 

o Cooking 
o Refrigeration 
o Domestic Hot Water 

o HVAC (Heating, Ventilation and Air Conditioning) 
o Lighting - interior and exterior 
o Motors 
o Process (multiple SIC codes). Process measures break down into two groups. 

The first group represents cross-cutting process measures that are likely to be 
used across industry types such as compressed air systems, pumping systems, 

o Motors 

Industrial 
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efficient drive systems and so forth. The second group represents processes that 
are specific to each industry type such as efficient injection molding technologies 
in SIC 30, infrared drying in SIC 22/23 and efficient electric melting in SIC 33. 

In addition to the use categories above, measures are distinguished by the sensitivity of their 
impacts to weather. Non-weather-sensitive measures are those for which associated energy 
and demand reductions are not greatly influenced by local weather conditions (primarily 
temperature and humidity). Such measures include lighting technologies, motors, many 
appliances, food service equipment, and most industrial processes. Weather-sensitive 
measures are those for which energy and demand savings are directly tied to local weather 
conditions. These measures include all building shell improvements such as insulation, new 
windows, and all HVAC equipment. This distinction is critical in determining the permissible 
sources of data for the measures described below. 

A.2. I Measure Characterization 
The analysis requires a variety of data for each measure including the following: 

Base technology, energy use, peak demand and cost (equipment, installation and 
annual operating and maintenance) 

Efficient technology energy use, peak demand and cost (equipment, installation and 
annual operating and maintenance) 

Coincidence factors for the base and efficient technologies that relate the maximum 
demand reductions for each measure to the system peak. For example, some measures 
produce their greatest demand reduction during system off-peak hours. The coincidence 
factor is used to estimate how much of an impact occurs at the time of system peak for 
purposes of estimating the value of the measure's demand reduction. 

Base and efficient technology useful lifetimes 

For devices that emit heat as a by-product of operation, a measure of the interactive 
effects between the efficient technology and building heating load. 

The values for these variables are taken from a number of sources. Non-weather-sensitive 
measure data are taken for the most part from the DEER database 
(http://www.enemv.ca.aov/deer/ ). This database is the most comprehensive, consistent, widely 
vetted and regularly updated of available sources. In some cases, however, measure cost data 
have been taken from other sources such as on-line price quotes for appliances, the US. EPAs 
ENERGY STAR calculators available at www.eneravstar.aov, or calls to retailers or installers. 

The energy and demand impacts of weather-sensitive measures were estimated using the 
DOE-2 building energy simulation model.' The first step in the simulation process was to 
develop a representative set of building prototypes. These were: 

1 The DOE-2 model was developed with funding from the U S  Department of Energy (DOE) but now is available in the public 
domain. ICF International has developed a customized, proprietary version of the model that enables rapid simulation of 
multiple parametric analyses. The model simulates hourly building energy loads and the performance of building systems and 
building plant as a function of the average temperature and humidity in a given location and user-specified building 
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Residential sector 
o Gas space heating with central air conditioning 
o Electric baseboard resistance heating with central air conditioning 
o Electric heating and cooling with a heat pump 
o Multi-Family gas space heating with central air conditioning 

Commercial sector 
o Education 
o FoodSales 
o FoodService 
o Health Care 
o Lodging 
o Office-Large 
o Office-Small 
o Retail 
o Warehouse 

The industrial sector building type was defined as a warehouse and no separate building 
simulation was conducted. 

Each of these building types was characterized by a series of inputs pertaining to building shell 
(floor area, wall area, insulation levels, window and door area and type, construction, 
orientation, etc) and system (HVAC type and efficiency, duct efficiency, control system, etc.). 
These characteristics were based on the construction of a typical existing building in the 
Ameren Illinois Utilities service territory. Each building prototype was then benchmarked in its 
baseline configuration against Ameren Illinois-specific or regional building type consumption 
data, where available. 

Once the prototypes were benchmarked, the impact of each of the weather-sensitive measures 
was simulated using 30 year normal weather data for the Ameren Illinois territory. The results of 
the parametric measure simulations were then subtracted from the baseline buildings' 
performance to yield the hourly energy savings and coincident peak hour reduction per 
measure. The hourly energy savings were aggregated to match the costing periods described 
below. 

Appendix B contains the detailed measure characterization, including the savings values and 
costs used for the measure screening. 

A.3. Measure Screening 
Once all required data were compiled, measures were passed through a cost-effectiveness 
screen. The general form of the Illinois TRC test was described above. In the case of measure 
screening, program administrator costs -variable PRC in the equations above - are set to zero, 
since by definition there are no program costs incurred at this stage. 

The method used to calculate the TRC on a measure-by-measure basis was as follows: 

characteristics for envelop, heatinglcooling equipment and lighting and plug loads. By comparing the hourly energy 
consumption of a baseline building with the same building modified by the addition of an energy efficiency measure, yields the 
incremental energy savings associated with the measure, including any interactive effects. 
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We obtained avoided energy and capacity costs for relevant costing periods. Ameren 
Illinois uses forecasts of market prices to represent avoided energy costs. These costs 
were provided as 8,760 hourly values per year, and were aggregated to 36 costing 
periods corresponding to peak, off-peak and holidayheekend periods for each month. 
These market prices also included an estimate of an annual avoided demand cost for 
twenty future years, and an assumed cost of carbon of $15 per ton beginning in 2012. 

The hourly savings were aggregated into these same 36 costing periods. Energy 
savings associated with weather-sensitive measures already were expressed in hourly 
terms. The hourly values for non-weather-sensitive measures were estimated using load 
shapes that ICF had obtained from the ltron e-Shapes database. These load shapes 
show electric consumption by end use and sector. We normalized these values and then 
multiplied the hourly fraction of annual use by the annual measure energy savings to 
yield estimates of hourly use by measure within end uses. These hourly values were 
then aggregated into the 36 costing periods by matching hours. The 36 values for 
avoided energy costs are then multiplied by the 36 costing period percentages to obtain 
a single annual value for avoided energy costs. The incorporation of time differentiation, 
where savings that occur in higher avoided cost periods are given greater weight, adds 
greater richness to the avoided cost calculation than simply using an annual avoided 
cost. 

The present value of a stream of avoided costs, expressed as both a $/kWh cost for 
energy and a $/kW cost for capacity, was calculated. The discount rate used for the 
analysis was nine percent. 

Annual measure energy and demand savings were multiplied by the present value 
avoided energy and capacity costs to estimate the value of the saved energy over the 
life of the measure. 

The sum of the value of saved energy and saved demand was divided by the measure 
incremental cost to yield the Total Resource Cost test benefit-cost ratio. 

The measure screening showed 222 residential and 732 commercial and industrial measures to 
be cost-effective. The TRC screening results for all measures are shown in Appendix B. 

A.4. Program Bundling 
Assembling an initial set of programs to consider has three broad elements: Measure bundling, 
developing program templates, and assembling program data each of which are described in 
more detail to follow. 

A.4.1 Measure Bundling 
The objective of measure bundling is to group measures into logical bundles representing 
"program types". A program type is a general classification that references the types of 
measures that might be offered within a program targeted at a specific market. For example, 
residential lighting and appliance measures passing the Illinois TRC test might be bundled into a 
Lighting and Appliances program. The bundling process is used because, in reality, very few if 

135 



Appendix A 

any programs are designed and implemented that include only a single measure. Program 
designers attempt to build programs around combinations of measures that might appeal to a 
given market and that can be delivered using similar channels. Program types that used for this 
process are based on an ongoing review of energy efficiency program design and 
implementation experience. 

The bundling reflects best practice as applied to the Company's current level of experience. 
Energy efficiency program "best practice" is much more a term of art than science; there simply 
is too much variability across objectives, regulatory structures and program types to enable 
simple broad conclusions about what is best in every case. 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 the Ameren Illinois Utilities. The program types 
reviewed by the Ameren Illinois Utilities are drawn from a review of a number of well-respected 
assessments of program best practice such as ACEEEs compendium of Exemplary programs, 
and reviews of program best practice sponsored by the California Public Utilities Commission 
and the Energy Trust of Oregon. It also is based on a review of the types of programs 
implemented by utilities often considered to be leaders in the field such as Xcel Energy, 
Northeast Utilities, Pacific Gas & Electric, the Wlsconsin Focus on Energy program, recognizing 
that those utilities have had much more experience and therefore may be pursuing more 
complex programs than would be prudent for the Ameren Illinois Utilities. Based on the 
Company's review of these sources, the elements of best practice design include: 

Programs should focus on technologiedmarket segments with relatively large untapped 
potential. Program designs that offer prescriptive rebates for common technologies 
across the entire C&l market are relatively simple to design and administer, and are very 
effective in tapping into large veins of efficiency potential in lighting, motors and HVAC 
systems. 

Programs should leverage existing branding and delivery structures. For example, 
residential lighting, appliance, and new homes programs built around the ENERGY 
STAR brand can leverage the market awareness the brand enjoys. 

Programs should employ simple, straightfonvard program design. 

Incentives should be targeted at the point in the product value chain that yields the 
greatest leverage. 

Large customers can be most effectively tapped with custom incentive programs. These 
programs provide rebates for groups of measures based on calculated savings and have 
proved to be very effective at generating low cost (to the utility) savings. 

Effective programs require close coordination of marketing, technical support and 
incentives. 

Effective portfolios represent a mix of educationlconsumer outreach, technical support 
and training, and incentive elements, each of which is structured to work with the others. 
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When working with upstream market participants such as national retailers or 
manufacturers, programs will be more effective if they employ structures with which 
these market participants are familiar. 

While there are exceptions, the most important of which is noted below, most best 
practice programs have staying power. They become best practice because their 
sponsors have time to refine both design and implementation. Participation rates climb 
as program availability becomes known through market networks, and all points in the 
market chain have time to align with the program. 

Finally, the point above notwithstanding, best practice, both in program design and in 
implementation looks forward. Even though the immediate focus of a portfolio might be 
on achieving certain near-term targets, success ultimately is in transforming the market 
such that consumers make efficient decisions without direct financial incentives. 
Therefore, best practice requires the Company to look ahead to identify opportunities to 
move out of some program markets and into others to ensure program resources are 
efficiently allocated. 

Appendix D includes tables that illustrate how the measures that passed the screening process 
were bundled into program types. 

In addition to designing program bundles that represented what we consider to be best practice, 
we also sought a balance of programs for the portfolio between those programs that could be 
ramped up quickly, deliver immediate savings, and were relatively inexpensive (Quick-Star/High 
Yield) and those that required more development time and were more expensive per unit of 
energy saved but ultimately would deliver a significant portion of the portfolio’s savings (Medium 
YieldlMarket Building). 

A.4.2 Develop Program Templates 
The second step in the process of program bundling was to develop basic program descriptions 
for each type that outlined key elements of design or implementation that would influence 
program costs and likely participation. For example, residential CFL program can be designed 
and implemented in a variety of ways, each with very different costs and implications for 
participation. Direct installation of CFLs in a home by program implementers would create much 
more certainty regarding installation, but would cost substantially more than an upstream 
program that bought down the cost of the lamps at the manufacturer or retailer level. However, 
the latter approach would inevitably have lower net impacts as some fraction of the bulbs 
purchased using program incentives would not be installed. 

The templates included design and implementation assumptions related to: 

Target market 

Point of intervention in the product or service chain 

Implementation approach (in-house or contracted) 

Market strategy 
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Incentive strategy 

Recruiting strategy 

Administrative support (level of internal resources required to manage a program). 

A.4.3 Assemble Program Data 
Once the templates had been completed, yielding a general picture of the level of program 
intervention, a variety of program-related data were compiled for purposes of program cost- 
effectiveness screening. These data were compiled based on a review of other utilities’ planning 
assumptions and program experience as reported by those utilities or others (e.g. ACEEE’s 
compilation of exemplary programs). For purposes of cost-effectiveness screening at the 
program level, we need only to make an assumption regarding total non-incentive, non- 
measure-related program costs. Although we attempt to break these costs down into several 
more discrete categories for purposes of program design, that disaggregation is not needed for 
analysis purposes. Where we were not able to find estimates of these discrete costs, we used 
estimates of total non-incentive. non-measure costs and normalized these costs relative to 
incentive costs. In other words, the level of program costs was tied to the level of incentive 
costs. We prepared a brief summary of program data for a number of utilities to inform our 
assumptions regarding program costs and participation. The utilities included PG&E, Southern 
California Edison, Northeast Utilities (Connecticut Light and Power and United Illuminating), 
NSTAR, Efficiency Vermont, We Energies, Xcel Energy, Arizona Public Service, Nevada Power, 
NYSERDA, PacifiCorp and the New Jersey Utilities. 

Program-level data included: 

Program administrative costs - these are the utility’s internal costs (mostly labor and 
overheads) to administer the programs. Absent specific examples from comparable 
utility programs, an initial assumption was made that program administrative costs 
represented approximately 30% of incentive costs. This assumption was based on a 
comparison of the relative share of incentive costs represented by administrative costs 
for a number of utilities including PG&E, We Energies and Xcel Energy. We tied the cost 
to the incentive level simply as a way to simplify data input and calculation. 

Program implementation costs - these are the costs (mostly labor) associated directly 
with implementation of a program. Again, these costs were based, where possible, on 
the costs incurred or assumed by other utilities implementing similar programs. Our 
initial assumption was that these costs were 30% of incentive costs. For programs 
requiring more extensive interaction with customers, or which entailed more complex 
program services or incentive calculations, these costs were increased. For programs 
with simple implementation structures, the cost fraction was lowered. 

Program marketing costs - the costs associated with production of program marketing 
collateral and the execution of marketing campaigns. Again, the initial assumption was 
that these costs represented 30% of incentive costs. These costs were increased for 
programs requiring more mass market outreach, and lowered for those requiring little 
marketing (such as programs that would be marketed primarily by trade allies). 

Participation -The number of incremental and total participants per year. The 
participation estimates used for each program are Company assumptions. The 
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assumptions were based first on judgments regarding the relative difficulty associated 
with recruiting customers for specific program elements, the levels of savings expected 
from the program elements given assumed baseline market conditions, and the 
complexity of the program elements. The Company focused initially on participation 
rates for program elements expected to yield the largest shares of program energy 
savings initially given the nature of the measures, participant cost-effectiveness, the 
experience of other utilities and so forth. In the Ameren Illinois Utilities case, the four key 
program elements are Residential Lighting, C&l Prescriptive Incentives (and within that 
element, standard lighting measures), C&l Custom Incentives and Residential Appliance 
Recycling. Participation rates for the first two programs were adjusted up to a level that 
yielded numbers of installations that are consistent with what at least several other 
utilities have been able to achieve based on available evaluation reports. Participation 
rates for other programs were then adjusted to fill in any shortfall in MWh. taking into 
account the relative complexity of the program and its expected program costs. 

These participation rates are applied across all measures within a program element. The 
participation rate is applied to the estimated number of eligible measures per year. This 
number of eligible measures is, in turn, estimated using the following equation: 

Total eligible measures per year = Total Sector Units Relevance * Number of Technology Units per 
Sector Unit Technical Applicability (%) * Not Yet Adopted (%) Annual Replacement Eligibility (%), 
where: 

Total Sector Units =the number of units to which a measure pertains. In the case 
of a CFL, Total Sector Units would be the number of homes, for example. 

Relevance = a broad measure of measure applicability based on saturation. For 
example, in the case of residential central air conditioning measures, the 
relevance would be the percentage of homes with central air conditioning. 

Number of Technology Units per Sector Unit = the number of measures that can 
be associated with the basic unit; for example, the number of CFLs per home. 

Technical Applicability (%) = An adjustment factor that accounts for the fact that 
the number of measures that could be applied to a basic unit is constrained by a 
technical limitation. For example, even though there might be 30 CFL-compatible 
light sockets in a house, perhaps only 10 are located in areas that would be lit on 
a regular basis for more than a few minutes per day. 

Not Yet Adopted (%) = The percentage of the total number of measures that 
would be technically applicable that have not yet been converted to the efficient 
alternative. This parameter is equal to 1 .O minus measure saturation. 

Annual Replacement Eligibility (%) = The number of eligible measures that can 
be installed each year. For replace-on-fail measures this annual replacement 
fraction is equal to llbase measure lifetime. For retrofit measures, this fraction 
essentially is 100%. 

The resulting number is multiplied by the annual program participation rate to yield the 
number of measures installed per year. Very little data for the Ameren Illinois Utilities 
sewice territory were available to support this calculation. For the residential sector, the 
MEEA 2003 Illinois Residential Market Assessment was used to provide data on 
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relevance, technology units per sector and the not-yet-adopted fractions. Total sector 
units were based on the Ameren Illinois Utilities customer and sales data. Commercial 
and industrial sector data were largely unavailable for the Ameren Illinois territory. Total 
sector units were derived from very basic sector sales data for Ameren Illinois Utilities, 
US. Energy Information Administration data on the regional breakdown of C&l sales by 
building type, SIC code, and end use. A recent Kema analysis of energy efficiency 
potential provided for Xcel's Colorado territory was used to develop estimates of 
technology units per sector, technical applicability and the not-yet-adopted fraction. The 
values for these variables are included with the measure descriptions in Appendix B. 

Incentive costs -including the financial incentive costs as well as the value of any 
equipment and labor associated with direct installation of measures. Incentives were set 
in one of two ways. Incentives were directly set as a dollar amount per measure in for a 
relatively small set of the most common measures expected to be implemented, such as 
CFLs and T8/Super T8 commercial lighting. These levels were based generally on a 
review of the incentive levels offered by other utilities. For the rest of the measures, the 
incentive level was calculated as the amount required to reduce customer payback 
levels to 1.5 years for commercial and industrial customers and 1 .O years for residential 
customers. The required payback level often is the subject of considerable debate. 
Generally, commercial and industrial customers are observed to require rates of return 
on such projects of 50 percent or higher. Residential customers often appear to require 
even higher rate of return - on the order of 100 percent. This calculation was performed 
on a measure-by-measure basis and, as such, yielded a range of incentive levels for 
similar measures to the extent that these measures are employed in different building 
types. We view these calculated levels are simply approximations to be used primarily 
for budgeting purposes. During process of final program design, the specific incentive 
levels will be revisited. 

Savings adjustment factors. The gross savings realized by a program are equal to the 
per unit measure savings multiplied the number of measures installed. However, it is 
almost universally the case that not all measures incented through a program actually 
are installed and work properly. Therefore, they produce no savings. Program 
evaluations are used, in part, to verify installations, and typically will derive a "verified 
gross savings" estimate. The factor used to translate gross savings into verified gross 
savings is called the realization rate. Often this phenomenon is not addressed in 
program planning -one simply assumes that the estimated level of participation is 
realized. However, given that the Company is held to strict annualized energy savings 
targets, accounting for the uncertainty in forward-looking energy savings estimates is 
critical. Use of a realization rate in a planning process allows us to account for two 
factors; first, that actual participation in a program will turn out to be lower than we 
estimate, and second that actual installations will be less than the number of 
participants. Most important, inclusion of this rate in the energy savings calculation 
enables us to use this variable in a more formal uncertainty analysis (described below). 
This rate was set to 0.95 for all program elements. This level is arbitrary, though realistic 
Realization rate data are not widely reported except in some jurisdictions and show a 
wide variance, even within program types. However, many programs show realization 
rates of greater than 1 .O. 

Program cost-effectiveness is based on program net savings - savings that are 
attributable directly to a program after netting out so-called free riders. Net savings are 
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accounted for in the calculation by multiplying verified gross program savings by what is 
know as the net-to-gross ratio. The net-to-gross (NTG) ratio is the ratio of the verified net 
savings for a program to the verified gross savings. The difference between net and 
gross savings is represented by the savings realized by customers who (1) would have 
implemented an efficiency measure even in the absence of a program incenting it (free 
riders) and (2) did adopt a measure that is promoted by a program after having been 
influenced by the program, but without taking the program incentive (free drivers or 
spillover). Although both effects should be accounted for in the calculation of a NTG 
ratio, frequently evaluations have only measured the free rider effect and thus data ofIen 
are not available for the spillover effect. The effect of applying the NTG ratio, therefore, 
is to reduce program savings and cost-effectiveness (since program costs are not 
reduced by the NTG ratio). 

Appendix D provides a listing of the program cost and participation assumptions for each 
program element. 

A.5. Program Screening 
Once program data were assembled, the program elements were screened for cost- 
effectiveness using the Illinois TRC test. Conceptually, the process was the same as described 
above in relation to the measure screening. The key steps included: 

Calculating the value of measure benefits using the same approach as described earlier 
under measure screening 

Summing these benefits over all measures included in a program. 

Reducing these gross benefits by the realization rate and NTG ratios. 

Calculating the total incentive costs by summing over the number of measures 
projected. 

Summing the total measure incremental costs over all measures included in a program. 

Calculating the total program costs. These costs were either manually input into the 
cost-effectiveness model based on other utility program experience or were calculated 
as a fraction of total incentive costs as described above. 

Calculating the Illinois TRC test benefit-cost ratio 

Appendix D also shows the cost-effectiveness results for each program element. 

A.6. DCEO Integration 
DCEO provided a list of programs that it proposed to operate under the Ameren Illinois portfolio, 
as well as assumptions required to conduct the Illinois TRC test on the programs. Two 
programs, a public sector custom incentive programs and a public sector prescriptive program 
initially did not contain sufficient measure level data to allow ICF to calculate test results. Based 
on discussions with DCEO, the programs were reconfigured to contain the same mix of 
measures as is used in the Ameren Illinois Utilities and ComEd custom and prescriptive 
program elements, thereby enabling the calculation of the test results. 
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The following table shows the programs proposed by DCEO and the Illinois TRC test results. 
Note that the programs in bold are those targeted at low income customers. By Act these 
programs are not required to pass the TRC test to be eligible for inclusion in the portfolio. The 
assumptions used to develop the DCEO programs, with the exception of the custom and 
prescriptive measure level data, are provided by DCEO in a separate filing. 

Program TRC 
DCEO Public Sector Prescriptive 1.62 
DCEO Public Sector Customized Program 3.04 
DCEO Public Retrocommissioning 4.47 
DCEO Lights for Learning 2.74 
DCEO Low Income New Const. Gut Rehab 0.59 
DCEO Low Income EE Moderate Rehab (MF) 0.50 
DCEO Single Family Rehab 0.32 
DCEO Low Income Direct Install 0.63 
DCEO Smart Energy Design Assistance Program 
DCEO Manufacturing Energy Efficiency Program 
DCEO Building Industry Training & Education 
DCEO Public Sector New Construction 

- 
- 

4.52 

A.7. Portfolio Construction 
Once program elements were screened, those non-low income programs passing the Illinois 
TRC test were passed to the portfolio construction and screening stage. This stage was 
designed to allow adjustment in the participation levels and program element budgets, including 
budgets for cross-cutting activities such as education, awareness building, training, evaluation 
and management: such that the total portfolio estimated energy savings targets would be met at 
or below the spending cap. In addition, this step was guided by objectives to establish a 
foundation for subsequent years, create consumer value, and ensure portfolio diversity across 
end uses and customer classes. The process of developing the final portfolio was necessarily 
iterative, as program element participation rates and costs were adjusted to yield a mix of 
program elements satisfying not only the statutory savings and spending constraints, but the 
Company's overall portfolio design goals as well, including the management of various portfolio 
risks. Generally, the steps followed in designing the final portfolio included: . Setting general participation and budget levels for quick-starVhigh-yield program 

elements. These elements included Residential Lighting Incentives, Residential 
Appliance Recycling, Business Prescriptive Incentives, Business Custom Incentives and 
the Small Business CFL Introductory Kit. Based on our review of the programs 
implemented by other utilities, it was clear that the majority of early savings would come 
from these programs, and that these were the program elements that could designed 
and brought on-line quickly. Initially, participation rates and program costs including 
incentives were set based on a review of similar programs managed by other utilities. 
With respect to lighting measures, which are expected to make up the majority of 
measures installed over the first three years, estimated measure counts based on 
participation levels were compared with actual measure counts for Pacific Gas and 
Electric and Southern California Edison -two comparably-sized utilities. 
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