
Response to Ameren Illinois Company’s 
Second Set of Data Requests to Staff 

Docket No. 13-0498 
Response of ICC Staff Witness Hinman 

Data Request Response Date: November 7, 2013 
 

ICC Person Responsible:  Jennifer L. Hinman 
Title:     Economic Analyst, Policy Division 
Business Address:   Illinois Commerce Commission 
     527 East Capitol Avenue 
     Springfield, IL  62701 
Phone Number:   217.785.1078 

 
Request AIC-Staff 2.01: 
 
At line 349, Ms. Hinman states that the Ameren Illinois’ allocated budget for PY7 is 
$44,690,300.  Did Staff intend to state that the Ameren Illinois’ allocated budget for PY7 
is $44,690,200?  If not, please provide a basis for the change including but not limited to 
whether Staff proposes a change to the DCEO portion of the budget.  
 
Response: 
 
Yes. 
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Request AIC-Staff 2.02:  
 
At lines 479-483, Ms. Hinman requests that the Company “…provide cost-effectiveness 
screening results in its quarterly ICC activity reports for new measures the Company 
adds to its Plan during implementation.”  

a) Please define with specificity the phrase “cost effectiveness screening 
results” and explain with specificity what information Staff proposes be 
included in the quarterly ICC activity reports.  In addition to any other 
information that Staff proposes be included, please explain whether Staff 
is proposing to include ex ante TRC values, ex post TRC values, or 
interim TRC values based on limited, historical data available at the time 
of the calculation?  Please provide the bases for Staff’s proposals, 
including for what purposes Staff intends the information be used. 

b) Please define with specificity the phrase “during implementation” and 
identify with specificity what time periods are included by the phrase.    

c) Please define the term “new measures” and explain with specificity what 
measures would fit within the definition provided.  

d) Is Staff proposing that multiple TRC values be calculated at different 
points in time for all “new measures” added to the portfolio throughout 
implementation of those measures?   

e) Is Staff proposing that a single TRC value be calculated only at the time 
“new measures” are added to Ameren Illinois’ portfolio? 

f) If the answer to (e) and (f) are no, please explain with specificity what 
Staff’s proposal is. 

 
Response: 
 
a) The phrase “cost effectiveness screening results” means the measure-level total 
resource cost (“TRC”) test cost-effectiveness analysis that AIC conducted for the new 
measure.  (See e.g., “Measure-Level Screening” on page 34 of Ameren Ex. 1.1 (2nd 
Rev.).)  Ms. Hinman proposes the following information be included in the quarterly ICC 
activity reports: the name of the new measure, input assumptions, TRC output results 
(e.g., net present value of the benefits, net present value of the costs), projected 
participation, explanation for adding the new measure, benefits the measure is expected 
to provide to customers and other relevant information that AIC used when it made the 
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decision to add the new measure to its portfolio.  Ms. Hinman believes it would be 
appropriate to show the cost-effectiveness screening results using updated avoided 
costs as well as the avoided costs used in its Plan 3 filing, based upon her 
understanding that it is AIC’s desire to evaluate TRCs on an ex post basis using the 
avoided costs used in the Plan 3 filing – see Staff Ex 1.3, 16. Ex ante TRC values 
should be used, unless AIC has data on ex post TRC based on implementation of the 
measure in the past.  If AIC previously implemented the measure, withdrew it, and 
proposes to restart it, AIC should clearly explain why they previously discontinued the 
measure and rationale behind the decision to restart the measure.  The bases for Staff’s 
proposal are contained in Staff Exhibit 1.0 at lines 478-481. 
 
b) The phrase “during implementation” means the time period encompassing Plan 3, 
June 1, 2014-May 31, 2017.  
 
c) New measures means measures not currently forecasted as having “incremental 
participants” during Plan 3 as set forth in Ameren Ex. 1.1 App. A (Rev.), and thus are 
not currently forecasted as contributing savings to AIC’s proposed portfolio for Plan 3.  
Referring to page 24 of Ameren Ex. 1.1 App. A (Rev.), AIC specifies that the Measure, 
“Furnace ER 95% AFUE – Gas Heat” has 179 incremental participants in PY7 and PY8 
and again in PY9, thus this measure is not a “new measure.”   AIC also specifies on this 
page that the Measure, “Furnace 95% AFUE – Gas Heat” has zero incremental 
participants in PY7, PY8, and PY9.  Ms. Hinman assumes this latter measure is a 
“replace-on-burnout” measure as opposed to an “early replacement” (ER) measure.  If 
AIC begins providing incentives for this latter measure, “Furnace 95% AFUE – Gas 
Heat” during PY7, PY8, and PY9 then this means that AIC has added this “new 
measure” to “its Plan during implementation” and Ms. Hinman would expect to see 
revised cost-effectiveness projections for this “new measure” in AIC’s quarterly activity 
report.  Given this measure was projected to be cost-ineffective at the time Plan 3 was 
filed, Ms. Hinman would expect that AIC’s decision to add the new measure would be 
based on defensible revisions to either avoided costs or savings or incremental cost 
assumptions in the TRC analysis that show the measure is projected to be cost-
effective.  If the “Furnace 95% AFUE – Gas Heat”  measure was still projected to be 
cost-ineffective at the time of AIC’s addition of this measure to Plan 3, then AIC’s 
addition of this measure would contradict the Commission directive to AIC that Ms. 
Hinman believes the Commission should adopt (lines 479-481).       
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d) No. 
 
e) Ms. Hinman proposes that the new measure TRC value be provided in a quarterly 
ICC activity report at the time the new measure is added to AIC’s portfolio.  This 
proposal should not be construed to limit AIC’s review of the TRC value for this 
measure to only a single point in time.  It would be particularly prudent for AIC to 
recalculate the TRC for this measure if the Commission were to approve a change to 
this measure in the IL-TRM that is likely to have a substantial impact on the cost-
effectiveness of the measure.  Further, as noted in Staff’s response to part (a), at least 
two TRC values should be produced: one using updated avoided costs and one using 
the avoided costs used in AIC’s Plan filing.  As Ms. Hinman understands that AIC wants 
to use the avoided costs used in its Plan filing when reporting ex post TRC results (Staff 
Ex. 1.3, 16), it is useful to have the TRC results from this additional measure in order to 
gauge the directional impact that the addition of this measure would have on AIC’s ex 
post TRC analysis.  Further, it is logical to use the best available information when 
determining whether to divert ratepayer funds to a new measure, thus the TRC results 
from using the updated avoided costs should be the primary consideration.    
 
f) See Ms. Hinman’s response to part (e), above. 
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Request AIC-Staff 2.03:  
 
Does Ms. Hinman agree that TRC values calculated based on complete historical 
activity and data, TRCs calculated on limited historical activity and data, and TRC 
values calculated based on estimated activity and data can all result in different TRC 
values?  If not, please explain the basis of your disagreement and provide all materials 
relied upon when answering this data request. 
 
Response: 
 
Yes.  Ms. Hinman agrees that when different data is used in estimating TRC values, 
there is potential for the estimated TRC values to vary. 
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Request AIC-Staff 2.04:  
 
On lines 522-525 you state “AIC should stay apprised of and respond prudently to 
information concerning measure and program level cost-effectiveness during the 
course of implementing its portfolio to help ensure net benefits are maximized for 
Illinois ratepayers. I recommend the Commission order AIC to do so.”  With respect to 
this testimony: 
 

a) Please define the phrase “respond prudently” and provide examples of 
instances of how a utility could comply with an ICC order to “respond 
prudently to information concerning measure and program level cost-
effectiveness during the course of implementing its portfolio.”  In your 
response please provide all materials relied upon when making the above 
statement and responding to this data request, including any citations to 
sources for the definition of prudence used by Ms. Hinman in her 
testimony. 

b) Please define the phrase “information concerning measure and program 
level cost-effectiveness” and explain with specificity what information 
should be included in the definition.  Please provide all materials relied 
upon when making the statement and responding to this data request. 

c) Please explain what is meant by “to help ensure net benefits are 
maximized.”  Please include in the explanation how Staff proposes AIC 
can or should “maximize” net benefits.” Please provide all materials relied 
upon when making the statement and responding to this data request. 

d) Please provide further explanation of what Staff’s proposes the 
Commission order AIC to do and how AIC could prove that it has complied 
with such an order.  Please provide examples, if possible. 

 
Response: 
 
a) Ms. Hinman defines the phase “respond prudently” as the manner in which a 
reasonable person would be expected to respond under the same circumstances 
encountered by utility management at the time decisions had to be made.  Ms. Hinman 
relied upon a past Commission Order when formulating this definition.  In formulating 
Ms. Hinman’s opinion, she relied upon ICC Order Docket No. 84-0395 at 17, 
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Commonwealth Edison Company: Reconciliation of revenues collected under fuel and 
gas adjustment charges with actual costs (Oct. 7, 1987).   
 
For example, hypothetically, the Commission could approve a change to a measure 
contained in the IL-TRM. It would be prudent for AIC to not only re-evaluate the cost-
effectiveness of this measure based on the Commission-adopted IL-TRM measure 
change, but to also respond in a prudent manner.  Based on this Commission-approved 
IL-TRM measure change, AIC could determine that this impacted measure is now 
forecasted to be extremely cost-ineffective and result in substantial losses to 
consumers.  AIC could determine that this measure is one of its largest measures in 
terms of customer participation and it is forecasted at that time to be extremely cost-
ineffective and provide substantial net losses to consumers if AIC continues to promote 
the measure at the levels specified in Ameren Ex. 1.1 App. A (Rev.) for the rest of the 
Plan.  Based on this useful information, it would be prudent for AIC to modify its portfolio 
in such a way to increase net benefits to consumers.  For example, AIC could shift 
funds around to promote the most cost-effective measures in its portfolio, or increase 
incentives for these measures.    

 

b) The phrase, “information concerning measure and program level cost-effectiveness”, 
as used by Ms. Hinman on Line 523 of her testimony shall be the plain and ordinary 
meaning of the terms.   For example, such information would include any information 
AIC encounters during its annual review of the cost-effectiveness of programs and 
measures as part of preparing its energy efficiency assessment to the Illinois Power 
Agency per Section 16-111.5B of the Act. 
  
Ms. Hinman did not rely upon any materials in responding to this data request. 
 
c) Please see Staff witness Dr. Brightwell’s testimony concerning economically efficient 
potential, Staff Ex. 2.0, 22:432-434, 21-26. 

 

d) AIC could ensure it maintains adequate program documentation and supporting work 
papers that demonstrates the basis of the changes made or not made  to its programs.  
Such supporting documentation and analyses should be easily provided through 
discovery.  AIC could maintain an ongoing list of modifications it makes (or decisions 
not to modify) along with dates and the bases for making such modifications (or failing 
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to make modifications) that it could provide to the Commission in its quarterly ICC 
activity reports and annual reconciliation proceedings. 
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Request AIC-Staff 2.05:  
 
On lines 578-581 you state “I recommend the Commission adopt the same provisions 
concerning evaluator independence and evaluation cycles that the Commission adopted 
in Plan 2 as I believe these provisions have worked reasonably well over the course of 
Plan 2. See Plan 2 Order at 68-69.”   
 
Response: 
 
Yes, that is Ms. Hinman’s recommendation. 
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Request AIC-Staff 2.06:  
 
On lines 578-581 you state “I recommend the Commission adopt the same provisions 
concerning evaluator independence and evaluation cycles that the Commission adopted 
in Plan 2 as I believe these provisions have worked reasonably well over the course of 
Plan 2. See Plan 2 Order at 68-69.”   
 
Please define the term “these provisions” and identify what specific provisions of the 
Plan 2 Order that Staff is recommending be adopted and whether those provisions were 
applicable to Plan 1 or Plan 2.  Please provide all materials relied upon when 
responding to this request. 
 
Response: 
 
Referring to lines 578-581, “these provisions” are specifically the seven provisions 
concerning evaluator independence and evaluation cycles specified in the Plan 2 Order 
on pages 68-69, shown below.  Each provision quotes the applicable orders, either Plan 
1 Order (Docket No. 07-0539), Plan 2 Order (Docket No. 10-0568), or both.  
 
 
Provision 1:  The Plan 2 Order states: “To ensure EM&V contractor independence, 
the Commission hereby adopts Ameren's and Staff's recommendations to include 
contract language consistent with that adopted in the Order on Rehearing in Docket 
No. 07-0539 (March 26, 2008).”  ICC Order Docket No. 10-0568 at 68-69 (Dec. 21, 
2010) (emphasis added).  The referenced contract language in the Plan 1 Order on 
Rehearing states: “(5) any contract between [Ameren Illinois Company] and an 
independent evaluator shall provide that this Commission has the right to: approve or 
reject the contract; direct Ameren to terminate the evaluator, if the Commission 
determines that the evaluator is unable or unwilling to provide an independent 
evaluation; and approve any action by the utility that would result in termination of 
the evaluator during the term of the contract.”  ICC Order on Rehearing Docket No. 07-
0539 at 4 (March 26, 2008). 
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Provision 2:  The Plan 2 Order states: “In addition, the Commission directs Ameren to 
hire its EM&V contractor consistent with the direction provided in the Order on 
Rehearing in Docket No. 07-0539 and file the appropriate compliance documents in 
Docket No. 10-0568.”  ICC Order Docket No. 10-0568 at 69 (Dec. 21, 2010) (emphasis 
added). The referenced appropriate compliance documents provided in the Plan 1 
Order on Rehearing states: “(3) [Ameren] shall file any Request for Proposals for its 
independent evaluator required by 220- ILCS 5/12-103(f)(7) within 10 days of its 
issuance, as a compliance filing in this docket; (4) [Ameren] shall submit any 
contract with an independent evaluator as a compliance filing in this docket within ten 
days of its execution”.  ICC Order on Rehearing Docket No. 07-0539 at 4 (March 26, 
2008).  The referenced “direction” provided in the Plan 1 Order on Rehearing states: 
“We note that the evaluator would not be “independent,” as required by statute, if 
Ameren had total control over that evaluator. However, that does not mean that this 
Commission should be involved in the designing of an RFP, conducting interviews, and 
doing the many other tasks involved in hiring this evaluator. Rather, it means that this 
Commission has a supervisory capacity regarding the hiring and firing of this evaluator, 
meaning that Ameren must gain Commission consent to make the hiring and firing 
decisions regarding this evaluator.  We further note that the approach taken by the 
AG/CUB for gaining Commission consent is a reasonable one. Ameren would make 
compliance filings in this docket regarding its contractual relationship with the evaluator, 
as is set forth above. Pursuant to this approach, if Commission Staff had any concerns 
after review of these compliance filings, it could issue a Report to the Commission 
expressing its concerns, and, in the appropriate situation, this Commission could open a 
docket for the purpose of determining whether Ameren violated Section 12-103 of the 
Public Utilities Act. (220 ILCS 5/12-103). Finally, the process proffered by the AG/CUB 
is a simple one, and it is one, to which, no party has objected. We therefore conclude 
that Ameren must follow this procedure.”  ICC Order on Rehearing Docket No. 07-0539 
at 3-4 (March 26, 2008).  “This procedure” is described on page 2 of the Plan 1 Order 
on Rehearing, which states: “The Illinois Attorney General (the “AG”) and the Citizens 
Utility Board (“CUB”) filed a joint response to the Petition for Rehearing, in which, they 
set forth, with specificity, a procedure, by which, this Commission would have ultimate 
control over the hiring and firing of the independent evaluator, but, Ameren, and its 
independent Advisory Committee would be responsible to do the work necessary to 
hire that evaluator, thereby eliminating the conflict between Section 12-103 of the 
Public Utilities Act and the Illinois Procurement Code. Both Ameren and 
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Commission Staff filed Replies, in which, they voiced approval of the procedure 
recommended by the AG and CUB.  It is as follows: Ameren, would develop, with input 
from its stakeholder advisory Committee, a Request for Proposals (an “RFP”) to solicit 
bids for an independent evaluator; Ameren would then file the RFPs as a compliance 
filing in this docket; Ameren would select, with stakeholder input, an independent 
evaluator; Ameren would then submit, as a compliance filing in this docket, its 
contract with the independent evaluator, which would be selected from the firms that 
responded to the RFP; and This contract must expressly provide that the 
Commission has the right to: a) approve or reject the contract; b) direct Ameren to 
terminate the evaluator, if the Commission determines that the evaluator is unable 
or unwilling to provide an independent evaluation; and c) approve any action by the 
utility that would result in termination of the evaluator during the term of the contract.”  
ICC Order on Rehearing Docket No. 07-0539 at 2 (March 26, 2008); see also, ICC 
Order Docket No. 10-0568 at 47 (Dec. 21, 2010). 
 
 
Provision 3:  The Plan 2 Order states: “The Commission directs Ameren to continue 
the activities listed in its Plan to help preserve the independence of the evaluator.”  ICC 
Order Docket No. 10-0568 at 69 (Dec. 21, 2010) (emphasis added). The activities listed 
in AIC’s Plan were reproduced on page 46 of the Plan 2 Order: “In addition, during Plan 
1, Ameren claims it took the following twelve steps to protect and demonstrate the 
EM&V evaluator’s independence, and plans to continue similar policies during Plan 2: 1. 
Staff and a stakeholder group facilitator, as well as various consultants for the 
stakeholders participated in EM&V bid reviews; 2. Staff and a stakeholder group 
facilitator participated in EM&V consultant interviews and selection; 3. Staff and 
consultants for various stakeholders reviewed the EM&V consultant’s contract and 
scope of work; 4. Order language specifying the Commission’s role was integrated in 
the EM&V contract; 5. Stakeholder suggestions were incorporated into the EM&V 
contractor’s scope of work; 6. EM&V reports were distributed simultaneously to Staff, 
stakeholders, and Ameren; 7. Numerous meetings and opportunities were provided for 
Staff and the stakeholders to review EM&V work plans and provide input into all work 
plans; 8. Numerous meetings and opportunities were provided for Staff and 
stakeholders to comment on EM&V results; 9. EM&V consultants presented or 
participated in numerous stakeholder advisory meetings where Staff was present; 10. 
Staff was encouraged to have direct communication with the EM&V consultant, and 
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consultants emailed Staff directly several times to provide updates; 11. Staff 
participated in weekly and bi-weekly conference calls with EM&V consultants and 
Ameren staff for activity updates. 12. EM&V methods, activities, and results were 
accepted by Ameren… Ameren argues that these practices are comprehensive and 
seek to involve parties outside of Ameren in all stages of the EM&V process.  By putting 
the EM&V evaluator in constant contact with the stakeholders and Commission Staff, 
particularly given the mechanisms for direct Commission oversight, Ameren says it is 
confident that the current model fully protects EM&V independence.”  ICC Order Docket 
No. 10-0568 at 45-46 (Dec. 21, 2010). 
 
 
Provision 4:  The Plan 2 Order states: “The Commission agrees with Staff that Ameren 
should ensure the data used in the independent evaluations can be made available to 
the Commission upon request.”  ICC Order Docket No. 10-0568 at 69 (Dec. 21, 2010) 
(emphasis added). 
 
 
Provision 5:  The Plan 2 Order states: “Further, Ameren is directed to instruct its 
evaluation contractor to submit draft EM&V reports to Ameren, the SAG, and Staff 
concurrently, and directs Ameren to include such a provision in its contract.”  ICC Order 
Docket No. 10-0568 at 69 (Dec. 21, 2010) (emphasis added). 
 
 
Provision 6: The Plan 2 Order states: “Ameren currently proposes a modified three-
year evaluation cycle that explicitly allows the independent evaluator to conduct less 
than one impact evaluation and less than one process evaluation every year, with a 
general goal of conducting one impact evaluation and one process evaluation for each 
program during each Plan cycle.  Staff does not oppose Ameren's proposal subject to 
several conditions…. The three conditions proposed by Staff, to which Ameren does not 
object, appear reasonable and they are hereby approved.”  ICC Order Docket No. 10-
0568 at 69 (Dec. 21, 2010) (emphasis added).  Ameren’s proposal is discussed further 
on page 48 of the Plan 2 Order: “In response to Intervenors’ concerns, Ameren has 
proposed a modified three-year evaluation cycle that explicitly allows the independent 
evaluator to conduct less than one impact evaluation and less than one process 
evaluation every year, with a general goal of conducting one impact evaluation and one 
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process evaluation for each program during each Plan cycle. Further, Ameren says the 
independent evaluator shall be responsible for developing a 3-year evaluation plan at 
the beginning of the Plan cycle, for updating this 3-year evaluation plan as necessary to 
take into account changing market conditions, and for developing evaluation plans for 
each program.  In so doing, Ameren indicates that the independent evaluator should 
seek advice from Staff, stakeholders and from Ameren, but final plans shall be 
developed solely at the discretion of the independent evaluator who Ameren claims will 
also be responsible for managing evaluations to ensure they meet the Commission’s 
approved policies and to ensure that they stay within the Act’s spending limitation of 3% 
of total portfolio costs.”  ICC Order Docket No. 10-0568 at 48 (Dec. 21, 2010).  The 
three conditions proposed by Staff that the Commission adopted are also described on 
page 48 of the Plan 2 Order: “Staff does not oppose Ameren’s proposal subject to the 
following three conditions: 1. Ameren should have all program impact evaluations 
completed at least three months before filing its next energy efficiency plan… 2. 
Process evaluations should be conducted as early as possible for programs that do not 
appear to be achieving the gross megawatt-hour savings as forecasted; and 3. Since 
the independent evaluator is supposed to report its findings to the Commission so that 
the Commission can make a determination as to whether Ameren has met its energy 
efficiency standards, the final evaluation plans shall be developed at the discretion of 
the independent evaluator with agreement from Staff.”  Id. 
 
Provision 7: The Plan 2 Order states: “In order for the Commission to submit the 
required energy efficiency related reports to the General Assembly, the Commission 
agrees with Staff and directs Ameren to file the evaluations and reports required by 
Section 8-103(f)(7) and 8-104(f)(8) of the Act as they become available via the 
Commission's e-Docket system in Docket No. 10-0568.”  ICC Order Docket No. 10-
0568 at 68-69 (Dec. 21, 2010) (emphasis added). 
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Request AIC-Staff 2.07:  
 
Is it Staff’s recommendation that measures related to “breakthrough equipment and 
devices” or emerging technologies (for example, those referenced on lines 616-619) be 
included in the proposed limitations on cost-ineffective measures set forth in lines 479-
483?  Please explain your answer. 
 
Response: 
 
Ms. Hinman states that “breakthrough equipment and devices” contain their own 3% 
statutory limitation and the statute presides over the Staff’s proposal to limit certain 
measures.  To the extent a measure proposed in AIC’s Plan falls under the definition of 
“breakthrough equipment and devices” and the participation of this breakthrough 
equipment and device measure is forecasted in AIC’s Plan as exceeding the 3% 
statutory limitation, then AIC should modify participation estimates, savings, and costs 
in its revised Plan such that the 3% statutory limitation is not exceeded.  Ms. Hinman 
would recommend that AIC identify with specificity in its rebuttal testimony and/or 
compliance filing the measures it believes fall under the definition of breakthrough 
equipment and devices.  Ms. Hinman notes if LEDs are added to AIC’s portfolio during 
program year 7, these measures would fall under the definition of “breakthrough 
equipment and devices.” 
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Request AIC-Staff 2.08:  
 
Please explain the meaning of the phrase, “not classified as part of a standard program 
for reconciliation purposes” set forth on lines 620-623.  Please specifically include in 
your explanation what is meant by the term “for reconciliation purposes.” 
 
Response: 
 
Please refer to Ameren’s Program Year 3 Reconciliation Proceeding, ICC Docket No. 
11-0687, Ameren Exhibit 4.1, Rider EDR Annual Reconciliation.  The top half of Ameren 
Ex. 4.1 shows the “Total Spent” by each of the standard programs.  This is my 
understanding of standard programs for reconciliation purposes.  The bottom half of the 
page sets forth specific cost categories for items such as Education, Evaluation, 
Measurement and Verification (“EM&V”), and Portfolio Administrative.  This is my 
understanding of classifying costs as not part of a standard program.  Per Section 8-
103(f)(7), the cost category presented in this bottom section of the reconciliation report 
for EM&V is subject to a 3% spending limit.  Ms. Hinman proposes that the costs for 
“breakthrough equipment and devices” which is also subject to a 3% statutory spending 
limit per Section 8-103(g), be classified as a separate line item similar to the specific 
cost categories such as EM&V.  From a consumer perspective and AIC’s marketing 
perspective, “breakthrough equipment and devices” may not seem any different from 
AIC’s other standard program offerings. 
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Request AIC-Staff 2.09:  
 
Is it Staff’s contention that breakthrough technology could be classified as part of a 
standard program?  If so, please provide examples of such instances and provide all 
materials relied upon when responding to this data request. 
 
 
Response: 
 
It is Ms. Hinman’s opinion that breakthrough technology should not be classified as part 
of a standard program for reconciliation purposes.  Incentives for breakthrough 
technology can be offered through a standard program; however, these incentive costs 
and any other direct costs related to the breakthrough technology should be identified 
as a separate line item on the reconciliation report. 
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Request AIC-Staff 2.10:  
 
With respect to lines 620-623, please further explain what is meant by the phrase “to 
circumvent the statutory limitations” and identify with specificity how Staff believes this 
could or would occur.  Does Staff know of any instances where such circumvention has 
occurred?  If so, please provide examples and provide all materials relied upon when 
making the statement above and responding to this data request. 
 
Response: 
 
Circumvent the statutory limitations means to spend greater than 3% of portfolio 
resources on breakthrough equipment and devices per Section 8-103(g) of the Act.  Ms. 
Hinman believes there is potential for this to occur by misclassifying costs for certain 
breakthrough equipment and device measures in the reconciliation report as part of the 
standard program.  In general, AIC does not file a list of measures incented through 
each of its standard programs in testimony in reconciliation proceedings.  Thus, unless 
it was found through discovery that certain breakthrough equipment and device 
measures were improperly classified as under a standard program rather than the 
breakthrough equipment and devices then a utility could potentially circumvent the 
statutory limitations.   
 
Ms. Hinman does not know of instances where such circumvention has occurred.  
However, Ms. Hinman notes that she has expressed concerns during reconciliation 
proceedings regarding splitting certain costs between this category and another cost 
category.  (ICC Docket No. 10-0537, Staff Ex. 2.0, 14 (fn 31).)  It is Ms. Hinman’s 
position that if the cost can fall within the definition of breakthrough equipment and 
devices and some other cost category (e.g., marketing the breakthrough equipment and 
device), then the entire cost (e.g., including marketing) should be classified under the 
category of breakthrough equipment and devices.  Ms. Hinman relied upon the following 
information which is referenced sufficiently to enable AIC’s retrieval: ICC Docket No. 11-
0646, ComEd Ex. 2.0, 14 (fn 1), 15:318-320, 16:349-17:354. 
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Request AIC-Staff 2.11:  
 
On lines 707-708 you state”…as long as the Commission clarifies the Company must 
manage the programs prudently”, and on lines 804-806 you state, “…the utilities remain 
responsible for prudently managing and modifying their portfolios as conditions 
warrant.”  With respect to this testimony: 

a) Please define the term “prudently” and provide all materials relied upon 
when making the statement and responding to this data request, including 
any citations to sources for definitions of prudence. 

b) Please define the phrase “as conditions warrant” and explain, with 
examples, how Staff contends conditions would and would not warrant 
modifying a portfolio. 

 
Response: 
 
a) Ms. Hinman defines the term “prudently” as the manner in which a reasonable person 
would be expected to respond under the same circumstances encountered by utility 
management at the time decisions had to be made.  Ms. Hinman relied upon a past 
Commission Order when formulating this definition.  In formulating Ms. Hinman’s 
opinion, she relied upon ICC Order Docket No. 84-0395 at 17, Commonwealth Edison 
Company: Reconciliation of revenues collected under fuel and gas adjustment charges 
with actual costs (Oct. 7, 1987).   
 
b) The phrase “as conditions warrant”, as used by Ms. Hinman on Lines 805-806 of her 
testimony shall be the plain and ordinary meaning of the terms.  Hypothetical example 
of warranted mid-year change: Suppose the NTG for an insulation measure is deemed 
at 0.95, which is relatively high.  Based on this value, one would expect AIC to promote 
this insulation measure.  If during the course of the program year it is determined that 
the houses in a specific community where insulation is being installed are experiencing 
high levels of radon and the extra insulation being installed through the program is 
making it unsafe for customers’ health.  Under this situation, conditions clearly warrant 
AIC to immediately discontinue offering this insulation measure to this community, to 
further investigate this issue to develop an appropriate remedy, and other prudent 
responses including outreach to other customers in the community who received 
insulation through the program.  In the context that Ms. Hinman used the phrase “as 
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conditions warrant,” she was trying to covey that even though the NTG for this insulation 
measure is deemed at a high value, 0.95, this does not allow AIC the right to ignore 
other relevant information about the measure that comes available over the course of 
the year in its implementation.  Hypothetical example that would not warrant a mid-year 
change:  Again assume the NTG for an insulation measure is deemed at 0.95.  During 
the course of the program year, assume evaluation results become available that 
estimate the NTG for insulation at 0.85.  Ms. Hinman believes that the 10 percentage 
point drop in the NTG for this measure may not warrant AIC to make a mid-year 
program change that potentially could cause customer and trade ally confusion.  Rather, 
AIC could investigate whether it would be appropriate to make certain changes to 
program designs or incentives for this insulation measure for the next program year.    
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Request AIC-Staff 2.12:  
 
On lines 690-693 you state, “I do not recommend that the Commission accept this 
proposal without clarification that it expects AIC to continue to prudently manage the 
portfolio and adjust funds during a program year in a method that seeks to increase net 
savings beyond the modified savings goal and maximize net benefits for ratepayers.” 

a) Please define the phrase “adjust funds” and explain, with examples, 
how Staff contends AIC could “adjust funds” to “increase net 
savings beyond the modified savings goal and maximize net 
benefits for ratepayers.” 

 
Response:  
 
a) Ms. Hinman’s opinion is that “adjust funds” means decreasing or increasing 
funding in comparison to the amounts specified in Ameren Exhibit 1.1 (2nd Rev.) for 
certain programs.  Ms. Hinman’s statement is made in regard to AIC’s request to adjust 
goals in response to changes in the IL-TRM values and NTG values.  Moving funds and 
efforts into programs that provide higher marginal benefits from additional expenditures 
is a way to accomplish the above objectives.  To provide a hypothetical example, 
assume the IL-TRM and NTG values for a particular measure change such that the 
measure is now assumed to contribute a larger amount of savings per unit, has lower 
free-ridership, and it now projected to be extremely cost effective and provide significant 
net benefits for ratepayers.  AIC could increase spending (e.g., marketing the measure, 
incentive levels) in a program to promote adoption of this highly beneficial measure 
while reducing spending in a program that originally planned to promote a cost-
ineffective or marginally cost-effective measure that produced lower savings per unit.  
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Request AIC-Staff 2.13:  
 
On lines 750-751 you state, “I recommend the Commission grant AIC the flexibility to 
adjust its portfolio in order to increase net benefits for ratepayers.” 

a) Please define the phrase “in order to increase net benefits for ratepayers” 
and provide all materials relied upon when making the statement and 
responding to this data request. 

b) Please define the term “net benefits” and provide all materials relied upon 
when making the statement above and responding to this data request. 

c) Please provide specific examples of how an increase in net benefits would 
occur due to portfolio adjustments. 

d) Is it Staff’s contention that “net benefits” be measured at the measure 
level, program level or portfolio level?  How and when does Staff propose 
such “net benefits” be measured? 

 
Response: 
 
a) “In order to increase net benefits for ratepayers” means that efforts will be taken to 
increase net benefits as defined in part (b) of this request. 
 
b) Net benefits = [(net present value of the total benefits) – (net present value of the 
total costs)], as calculated over the lifetime of the measures.  The terms “total benefits” 
and “total costs” have the same meaning as defined by statute in the definition of the 
total resource cost test.  20 ILCS 3855/1-10; 220 ILCS 5/8-104(b).   Ms. Hinman relied 
upon both of these statutes in responding to this data request. 
 
c) An example is if AIC moved funds and efforts toward programs providing higher 
marginal benefits from additional expenditures. 
 
d) In the context referenced on lines 750-751, measured at the portfolio level. They 
should be projected and measured when AIC is considering adjustments to its portfolio. 
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Request AIC-Staff 2.14:  
 
With respect to Table 1, Lines 1 and 5 (p.35): 

a) Does Staff propose that the net to gross ratio (“NTGR”) be based on 
complete and final EMV reports or some other data source?   

b) Please explain how a NTGR will be determined when EMV reports or 
recommended NTG values are not provided on or before the dates set 
forth in (lines 1 and 5)? 

 
Response: 
 
a) No, Ms. Hinman proposes that the deemed NTGR be derived from a variety of data 
sources and expert judgment, which may include complete and final EMV reports.  
(See, Staff Ex. 3.1, 1-2.)   
 
b) Ms. Hinman expects the deadlines specified in the Modified Illinois Net-To-Gross 
Framework (Staff Ex. 3.1) to be included as a critical element of AIC’s contract with its 
Evaluator.  AIC could incorporate hold-backs or other contractual terms to ensure the 
Evaluators will not fail to meet the deadline.  Failure of the Evaluator to meet such an 
important deadline to AIC is highly unlikely and it is within AIC’s control, as it manages 
the contract with the Evaluator.  The deadlines specified in Staff Ex. 3.1 (Modified 
Illinois Net-to-Gross Framework), are all “On or before…” dates.  Thus it would be 
reasonable for AIC to specify the deadline in its contract with its Evaluator in advance of 
the deadline specified in Staff Ex. 3.1 (Modified Illinois Net-to-Gross Framework).  If the 
utility filing schedules are not adhered to, then this results in retroactive application as 
defined in footnote 3 of the Modified Illinois NTG Framework, as explained in Staff Ex. 
3.1.    
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Request AIC-Staff 2.15:  
 
With respect to the testimony on lines 829-832, please explain with specificity how Staff 
proposes to address a situation when the recommended NTG values provided by the 
EMV evaluators on or by November 1 are not “final” and the EMV evaluators later 
determine a “final” full year NTG values that differ from the NTG values provided on 
November 1?  Which values should be used and how? 
 
Response: 
 
See Response to AIC-Staff 2.14(a), above.  The “final” NTG values that reflect the 
attribution of the programs from PYt-1 are by no means the NTG values that are 
presumed to be deemed for PYt+1.  Ms. Hinman notes that this is a difference between 
the Modified Illinois NTG Framework (Staff Ex. 3.1) and the NTG Framework adopted in 
the Plan 2 Order. 
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Request AIC-Staff 2.16:  
 
At lines 813-814, you state “Staff Ex. 1.1 sets forth Staff’s Modified Illinois NTG 
Framework proposal that ensures the utilities will know the updated NTG values by 
March 1.”  Table 1, line 8 which states, “…an explanation of the non-consensus issue 
may be filed with the Commission with a request for resolution prior to June 1.”  Was it 
Staff’s intention to state that “consensus” values would be known by March 1 and “non-
consensus” items would be known by June 1?  If not, please explain how NTG values 
will be known by March 1 if parties file with the Commission a request to resolve non-
consensus items by June 1.   
 
Response: 
 
No.  It is possible for AIC to know the deemed NTG value for non-consensus NTG 
values by March 1 if AIC has its Evaluator estimate the evaluated NTGR for PYt before 
March 1.  Indeed, AIC was able to receive the evaluated NTGR for PY5 by March 1 of 
PY5 (2/28/13).  The non-consensus deemed NTGR formula will be known by February 
21.  (Staff Ex. 3.1, Table 1, ln. 8.)  Ms. Hinman notes that if AIC adds a new program to 
its portfolio and there is non-consensus about the NTGR value to be deemed, then AIC 
would not know the deemed NTGR value until June 1; however, Ms. Hinman notes that 
new programs are not expected to comprise a significant portion of AIC’s portfolio, thus 
this lack of certainty until June 1 would not have a significant impact on AIC’s planning 
activities for the vast majority of its programs in the portfolio. 
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Request AIC-Staff 2.17:  
 
Please explain the basis and rationale behind providing an opportunity to object to the 
independent EMV evaluators’ recommended NTG values as proposed on line 1 or line 9 
of Table 1.  Please provide examples of when Staff has disagreed with a recommended 
NTG value proposed by an EMV evaluator and explain the basis for such a 
disagreement.  Please also explain the resolution of the disagreement.  Please provide 
any materials relied upon when responding to this data request, including any 
correspondence or documents relating to any disagreements with EMV evaluators. 
 
Response: 
 
It is important to provide an opportunity for SAG participants to respond to the 
Evaluators’ recommended NTGR values for deeming in large part because SAG 
participants (which include the utilities) may be aware of information that the Evaluators 
had not considered in making their initial recommendations.  For example, SAG 
participants may be aware of certain program changes that the utilities intend to make in 
the following program year which could impact the NTGR and that information should 
be taken into account when deeming a NTGR value for the upcoming program year.  
Additionally, a SAG participant may be aware of market research that the Evaluators’ 
may not have been aware existed, and that information should at least be considered 
when determining what the deemed NTGR value should be for the upcoming program 
year.   
 
Line 9 of Table 1 and Item (9) on page 5 of Staff Ex. 3.1 (Modified Illinois NTG 
Framework) reference the same step.  For an example of a disagreement, please see 
“Correspondence” filed by Staff on August 19, 2013 in ICC Docket No. 10-0568.  In 
particular, the Letter of Correspondence states: “Staff notes that it does not support 
using the Revenue Neutral Sales Model in calculating the NTG ratio for this program as 
recommended in Ameren’s Evaluator’s Recommendation for EPY5.”  (Staff Letter of 
Correspondence to Ameren, 3, ICC Docket No. 10-0568.)  The basis of the 
disagreement is thoroughly explained in the following work papers provided in Staff’s 
Response to AIC’s Data Request, “13-0498 AIC-Staff 1.01 Attach Workpapers”:  

1. “ComEd Memo April 23 2013 review of revenue neutral approach for 
estimating free ridership” 
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2. “Revenue Neutral Sales Model 101812 (2)” 
and Ameren’s Response to Staff’s Data Request JLH 1.04, “JLH 1 Attachments”: 
3. “Goerss DWP 54” 
4. “Goerss DWP 55” 

 
Resolution – Ms. Hinman’s current understanding is that AIC’s Evaluators will not be 
using ratepayer funds to estimate a NTGR value for program year 5 using the Revenue 
Neutral Sale Model method that contradicts standard economic theory and has no 
empirical support.  It is Ms. Hinman’s understanding that the NTG method used in 
program year 5 by AIC’s Evaluators will be largely consistent with the NTG method that 
has been consistently used by ComEd’s evaluators for the Residential Lighting Program 
since program year 2.   
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Request AIC-Staff 2.18:  
 
Please explain the value and purpose of expending resources to have independent 
EMV evaluators perform analysis and provide NTG values in light of the subsequent 
activities by the SAG participants identified in Table 1. 
 
Response: 
 
The independent EMV Evaluators have expertise about all aspects of NTG values and 
familiarity with AIC’s programs, thus having initial recommendations come from the 
independent EMV Evaluators is efficient and appropriate.  In order to help ensure the 
independence of the Evaluators is not being compromised by pressure from the utility 
who desires to have high NTG values and who holds the contract with the Evaluators, it 
is necessary to take the decision concerning the final deemed NTG values away from 
the Evaluators.  Further, there is value in the Evaluators estimating NTG values 
because these estimated values can help inform future deemed NTG values.  It also 
provides parties with information concerning the impact of the EE program and can 
further help inform program design modifications.  
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Request AIC-Staff 2.19:  
 
Does Staff intend for the “Modified Illinois Net-To-Gross Timeline” (Table 1) to apply to 
programs offered pursuant to 220 ILCS 16/111.5B as well?  If not, please explain how 
Staff proposes NTG values be applied to programs that are offered pursuant both 
Section 8-103 and 16-111.5B (e.g., programs that may be expanded and overlap in 
both portfolios). 
 
Response: 
 
Staff objects to this data request as it is currently being litigated in Docket No. 13-0546 
which concerns programs offered under 220 ILCS 5/16-111.5B.  Staff further objects 
that programs under Section 16-111.5B are outside the scope of this proceeding.  
Subject to and notwithstanding said objection, Staff responds as follows: Ms. Hinman 
understands that AIC desires to have consistent application of NTG across both 
Sections 8-103 and 16-111.5B portfolios.  (Ameren Ex. 1.1 (2nd Rev.), 51.)   Due to 
timing constraints involving the Commission approval of the Section 16-111.5B 
programs, which involves programs being approved after the November 1 and 
December 1 deadlines specified in Staff Ex. 3.1, Staff is not certain that it would be 
possible to apply this Modified Illinois NTG Framework timeline (Staff Ex. 3.1) for new 
EE programs offered for only a single year under Section 16-111.5B.  Ms. Hinman notes 
that it may be feasible to apply the Modified Illinois NTG Framework (Staff Ex. 3.1) to 
programs offered for multiple years under Section 16-111.5B, with the exclusion of the 
first year of program operations due to the approval timing constraints as discussed 
above. 
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Request AIC-Staff 2.20:  
 
With respect to the testimony on lines 830-31 and Table 1, please explain with 
specificity how Staff proposes to address when EMV evaluators propose a NTGR value 
(either estimated, revised or final) that differs from a NTGR value on which SAG has 
reached consensus?  Should the EMV NTGR value be used or the SAG consensus 
value be used and how? 
 
Response: 
 
The SAG consensus NTGR value would be used.  During PYt, the EMV Evaluators 
propose NTGR values to be deemed for PYt+1 in advance of SAG deliberations which 
occur during PYt.  The SAG consensus deemed NTGR value for PYt+1 would be used 
to calculate savings toward utility compliance with the statutory goals in the evaluation 
report for PYt+1.  However, as specified in item (11) on page 4 of Staff Ex. 3.1 (Modified 
Illinois Net-to-Gross Framework), the Evaluators will also provide the NTGR estimates 
from any surveys completed with customers or contractors who participated in the 
programs during PYt+1 in the PYt+1 EMV report for informational purposes. 
 
 
  

Docket No. 13-0498 
Staff Group Cross Exhibit 2 

Page 30 of 40



Response to Ameren Illinois Company’s 
Second Set of Data Requests to Staff 

Docket No. 13-0498 
Response of ICC Staff Witness Hinman 

Data Request Response Date: November 7, 2013 
 

ICC Person Responsible:  Jennifer L. Hinman 
Title:     Economic Analyst, Policy Division 
Business Address:   Illinois Commerce Commission 
     527 East Capitol Avenue 
     Springfield, IL  62701 
Phone Number:   217.785.1078 

  
 

31 
 
 

Request AIC-Staff 2.21:  
 
On line 8 of Table 1 you state that “the non-consensus individual NTGR value for the 
applicable program year (PYt+1) shall be deemed at the average of the evaluated 
NTGR values from PYt and PYt-1. In the event there is non-consensus on an individual 
NTGR value and there are no Illinois evaluations available, an explanation of the non-
consensus issue may be field with the Commission with a request for resolution prior to 
June 1”.  With respect to this testimony: 

a) Please explain the use of the term “evaluated” in the phrase “at the 
average of the evaluated NTGR values from PYt and PYt-1.”  Is it Staff’s 
proposal that EMV evaluators be allowed to assign a value for the NTGR 
value by any means they determine appropriate for PYt and PYt-1? 

b) Please explain the use of the term “from” in the phrase “shall be deemed 
at the average of the evaluated NTGR values from PYt and PYt-1” and 
specifically identify the time period included in the phrase.  Considering 
your recommendation on lines 578-581 and 593-596 to adopt the same 
evaluation cycles where one impact evaluation can be performed over the 
three year period, is it Staff’s contention that the NTGR values “from” PYt 
and PYt-1 equal the NTGR value used by the evaluators for those years to 
determine savings?  If not, please explain. 

c) Please define the term “individual NTGR value” as used in the testimony.  
Please include in your definition whether the NTGR value should be 
calculated at the program level or some other level. 

d) Please explain with specificity what instances would result in there being 
“no Illinois evaluations available” per Table 1. 

 
Response: 
 
a) The term “evaluated” as used in this context is defined in footnote five on page three 
of Staff Ex. 3.1.  The EMV evaluators are allowed to estimate a NTGR value for PYt and 
PYt-1 by any means they determine appropriate within the constraints of the definition 
set forth in footnote five on page three of Staff Ex. 3.1. 
 
b) “From” means the NTGRs were estimated using survey data from program 
participants that participated during PYt The use of the term “from” in the phrase “shall 
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be deemed at the average of the evaluated NTGR values from PYt and PYt-1” conveys 
the fact that the survey data used to estimate the NTGR value must arise out of 
customers who participated in the program during PYt and PYt-1. 
 
c) Individual NTGR value=1-Freeridership+Spillover.  Item (1)(a)(i) on page one of the 
Staff Ex. 3.1 provides flexibility in regards to scope of NTGR values proposed (e.g., 
specific measure technology, IL-TRM measure name and code, measure type, program 
element, program, fuel type savings).  
 
d) The program is new and has never had the Illinois EMV Evaluators survey 
participants to estimate NTG. 
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Request AIC-Staff 2.22:  
 
On line 840-841 of your testimony you state that “AIC’s proposal excludes SAG 
involvement in the NTG Framework completely”. With respect to this testimony: 

a) Would Staff be agreeable to applying to the upcoming program year the most 
recent available NTGR value as determined by an independent EMV evaluator 
by March 1, and eliminate the additional deliberations as provided in Table 1?  If 
not, why not? 

b) Does Staff agree that AIC provided EMV evaluator reports during Plan 2, which 
included NTGR value determinations, and provided opportunity for SAG review 
and involvement in the evaluator’s activities and findings?  Please explain your 
answer. 

c) Does Staff agree AIC provided EMV evaluator workplans during Plan 2, which 
included NTGR value methodologies, and provided opportunity for SAG review 
and involvement in the evaluator’s activities and findings?  Please explain your 
answer. 

d) Does Staff agree that it has requested changes to EMV evaluator workplans and 
NTGR value methodology?  Please explain your answer. 

e) Does Staff agree that when it has requested changes to occur to EMV evaluator 
workplans and NTGR value methodologies, Staff has not always included the 
SAG in such requests nor provided the SAG with opportunity to review such 
requests before making them?  If Staff agrees, please explain and provide the 
basis for not including the SAG.   

 
Response: 
 
a) No, because of the reasons specified in Ms. Hinman’s testimony. (Staff Ex. 1.0, 
34:829-835.)  Ms. Hinman would be amenable to a Commission Order somewhat 
comparable to last Plan’s Order wherein AIC was required to work with the SAG and 
reach consensus on the NTG values before filing its Revised Plan as a Compliance 
Filing in Docket No. 10-0568.  AIC has chosen not to engage with the SAG on next 
year’s NTGR values despite the SAG attempts at creating a workable interim NTG 
Framework.  The difference Ms. Hinman would make is not only to require AIC to use 
those consensus NTG values for at least EPY7/GPY3 when re-modeling its Plan for the 
compliance filing, but to also require that those consensus NTG values be “deemed” for 
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EPY7/GPY3 as defined in footnote 2 on page 1 of the Modified Illinois NTG Framework 
(Staff Ex. 3.1).   
 
b) Ms. Hinman agrees that AIC provided EMV Evaluator reports during Plan 2 to SAG 
for review.  
  
c) Yes, but the methodologies in the work plan were not always described in detail.  
Stakeholders were not provided the opportunity to comment on draft survey instruments 
used to assess free-ridership and spillover. 
 
d) Yes.  Both AIC and Staff have requested such changes.  AIC always requests that 
spillover be assessed.  This approach is consistent with that adopted in the Plan 2 
Order.                                                                                                                                                                                                 
 
e) The SAG has always had an opportunity to review AIC’s work plans.  As a general 
matter, Staff does not request permission from the entire SAG before making requests 
of the Evaluators.  SAG members involved with many of the weekly evaluation activities 
are kept apprised of Staff’s requests. 
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Request AIC-Staff 2.23:  
 
Is it Staff’s contention that, if the costs associated with EMV evaluator activities exceeds 
3% of the portfolio spend limit for non-impact/process evaluation activities during a 
program year, the evaluators should discontinue participation in non-impact/process 
evaluation activities, (such as the activities described in Table 1)?  Or should EVM 
evaluator budgets for impact and process evaluations be reduced to accommodate 
these non-impact/process evaluation activities?  Please explain your answer. 
 
 
Response: 
 
It is Ms. Hinman’s opinion that Evaluators should properly budget resources to 
accommodate the impact evaluation activities described in Table 1.  This is consistent 
with the Evaluators responsibilities in Plan 2.  The Plan 2 Order summarizes AIC’s 
position which states: “the independent evaluator who Ameren claims will also be 
responsible for managing evaluations to ensure … they stay within the Act’s spending 
limitation of 3% of total portfolio costs.”  ICC Order Docket No. 10-0568 at 48 (Dec. 21, 
2010). 
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AIC-Staff 2.24 On lines 103-105 you state that “It is next to impossible to know what a 
utility customer with whom the EE programs had no direct contact did as a result of a 
utility program.”  Please provide basis for the statement and provide all materials relied 
upon when making this statement. 

Response 

 The statement quoted on lines 103-105 was part of a paragraph comparing 

measurement of participant spillover, which took place on lines 102-103, to non-

participant spillover.  Dr. Brightwell’s opinion is that it is much more difficult to measure 

non-participant spillover because non-participants are unknown to the program.   

 There is the possibility to measure generalized nonparticipant spillover through 

surveys targeting nonparticipants.  However, my understanding is that Mr. Goerss’ 

proposal is to consider free ridership of a measurement only when participant and 

nonparticipant spillover are measured.  It is unreasonable to apply a general survey of 

nonparticipant spillover to a particular measure.   

 Using Ameren’s appliance recycling program as an example, Ameren anticipates 

8375 refrigerators and freezers to be recycled in the Program Year beginning in 2014.  

The NTG factor being applied is 0.64.  This indicates that 36% of the measure savings 

are attributed to free riders.  Thirty six percent of 8375 recycled appliances equals 3015 

appliances.  If one assumes free riders and spillover offset (which Dr. Brightwell does 

not believe is reasonable) and that no customer has both a refrigerator and freezer 

recycled, this is 3015 customers for which spillover occurs.  Ameren has about 1.1 

million residential customers.  The 3015 potential spillover customers amount to about 

0.27% of all Ameren residential customers.  From a statistical perspective, Dr. 

Brightwell’s opinion is that it is next to impossible to design a survey to detect spillover 

that affects less than 0.27% of all customers.  The sample size would be prohibitively 

costly.  Testing a null hypothesis that spillover equals zero versus an alternative 

hypothesis that spillover is greater than zero (a one-tailed test), the sample size would 

need to be 1000 customers to be 95% confident in the determination.  If the null 

hypothesis is instead that spillover is not equal to zero (a two-tailed test), the sample 

size would need to be 1419 customers to be 95% confident in the determination.             
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AIC-Staff 2.25 On lines 226-229 you state “I understand that part of the motivation to 
increase the standard to 90% was a belief that the 80% standard was lower than the 
efficiency level most customers were choosing for replacements of old furnaces or for 
furnaces in new facilities.” Please provide the basis of this statement and provide all 
materials relied upon when making this statement. 
 
Response 
 

 The basis for Dr. Brightwell’s understanding comes from an organization named 

Appliance Standards Awareness Projects.  On the website http://www.appliance-

standards.org/product/furnaces , it states that: 

The prior national standard for residential oil and gas furnaces was 78% AFUE. DOE 

raised the standard in 2007 to 80% AFUE, effective 2015. However, virtually all 

furnaces on the market have an AFUE of 80% or better, which prompted states and 

environmental and consumer groups to sue DOE over its 2007 decision. 
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AIC-Staff 2.26 On lines 224-22, you state “It could be argued that CFLs should be the 
baseline. If a CFL is in fact the correct baseline, every CFL sold generates no 
incremental savings.”  Is it Staff’s contention that CFLs are the baseline for the lighting 
program? 

 

Response 

 The purpose of Dr. Brightwell’s testimony is not to convey a Staff position on the 
correct baseline for lighting.  Dr. Brightwell’s point is that assumed baselines are 
typically the minimum level of appliance efficiency or very close to it.  As a result, 
anytime a customer installs an EE device rather than a device of lesser efficiency than 
the EE device but higher efficiency than the assumed baseline device, gross savings 
are overstated. 
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AIC-Staff 2.27 On lines 522-523, you state “… the method for estimating gross 
savings likely leads to an overestimate.”  Please provide the basis of this statement and 
provide all materials relied upon when making this statement. 
 

Response 

The basis for this statement is provided on lines 212-252 of Dr. Brightwell’s direct 

testimony.    
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AIC-Staff 2.28 On lines 294-297, you state that “It is reasonable to assume that a 
customer’s willingness and ability to make the investments absent the program increase 
as his/her income or wealth increase. Thus, free ridership is likely to grow with 
participant income.”  Please provide the basis of this statement and provide all materials 
relied upon when making this statement. 
 

Response 

 Dr. Brightwell relied upon a combination of Ameren material regarding its 

moderate income programs, DCEO’s assumptions regarding its low income programs 

and the economic theory of consumer demand.  

 Ameren assumes a Net-to-Gross ratio value of 1.0 for its moderate income 
program (Ameren Ex. 1.1 (2nd Rev), 42) and describes as part of its goal:  
 

The Moderate Income program seeks to further subsidize the 
implementation of energy efficiency improvements in moderate income 
households that are struggling financially and unable to either pay for or 
borrow the funds to pay for needed efficiency upgrades. Id at 94. 
 

 DCEO assumed that the low income programs had a NTG ratio of 1 as well.   
The reasoning was that customers in the low-income sector did not have the income to 
purchase the measures without incentives (Docket No. 13-0499, DCEO Ex. 1.0, 38).  
 The economic theory of consumer demand concludes that demand is primarily 
determined by a combination of prices, income, and preferences.  Prices and income 
are relevant to the free rider discussion.  Price elasticity of demand is a measure of 
responsive of demand to changes in price.  Price elasticity of demand tends to increase 
as a product’s price has a greater impact of a consumer’s overall budget or income.  
That is, there is a greater reduction in the quantity demanded if the price amounts to 
10% of a consumer’s budget than there is if it amounts to 5% of a consumer’s total 
budget.  Since customers with higher incomes tend to have higher budgets, a regular-
priced EE measure is likely to amount to a smaller percentage of their overall budget; 
making these customers less price sensitive and more likely to purchase an EE 
measure.  Since higher-income customers are more likely to purchase the product than 
lower-income customers at any price, these customers are more likely to be free-riders. 
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