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REPLY BRIEF OF THE NATURAL RESOURCES DEFENSE COUNCIL 

INTRODUCTION 

The Natural Resources Defense Council respectfully files this Reply Brief to address 

arguments made by Ameren Illinois Company (“Ameren”) regarding the adequacy of its savings 

targets.  NRDC also addresses herein several issues related to Ameren’s request for risk 

mitigation, and banking and carryover savings, breakthrough technologies, application of the 

total resource cost test (TRC) and the proposed large industrial pilot program.  

IV. Electric and Gas Savings Goals and Spending Limits 

A. Proposed Modified Goals 

2. Adequacy of Savings Goals 

Ameren has proposed savings targets that are substantially below the levels that could be 

achieved with the available budget.  NRDC Witness Jim Grevatt and AG Witness each 

demonstrated that Ameren has set targets assuming a large, unsupported increase in the cost per 

unit of savings in the Residential Standard CFL program for electric savings, and in the Business 

Standard program for both gas and electric savings.  In addition, Ameren failed to include 

electric CFL carry over savings in its proposed targets, (a problem that the company has now 

agreed to correct as described below).  Correcting each of these defects would result in an 



additional 92,000 MWh and 4.1 million therms over the course of the three year plan, a roughly 

15 percent increase in the electric savings targets, and 30 percent increase in the gas savings 

resulting from the Plan.1 

In defense of its unacceptably low proposed savings targets, Ameren makes three 

arguments:  (1) That the intervenor witnesses have premised their criticisms on a “vague notion 

that Ameren can and should ‘do more’ rather than on specific recommendations supported with 

adequate analysis and data…”  (2)  That intervenors premise their criticism of the proposed goals 

on past performance but that the Commission has not yet approved the verified and evaluated 

savings from PY 4-6; and (3) That asking Ameren to achieve savings consistent with past 

performance would be “unfair” and would “seem to create strange incentives to meet but not 

exceed savings goals and would punish Ameren Illinois for acting in good faith.”  We address 

each of these arguments below. 

(a) Intervernor Witnesses Provided Concrete Evidence and Specific 
Recommendations Regarding the Adequacy of Ameren’s 
Proposed Savings Targets 

Ameren states that the “the recommendations to increase savings goals each seem 

premised on a vague notion that Ameren Illinois can and should “do more” rather than on 

specific recommendations supported with adequate analysis and data that would be equivalent to 

the rigorous analyses provided by Ameren Illinois in support of Plan 3.”  (Ameren Brief at p. 

16).  On the contrary, both NRDC Witness Grevatt and AG Witness Mosenthal provided very 

1 We note that Ameren has a history of proposing goals that are substantially lower than its ability to achieve 
savings. In the previous plan case (10-0568) Ameren proposed an electric target of 584,000 MWh over the three 
year plan which the commission rejected.  A revised plan that was later approved required Ameren to achieve 
734,000 MWh, 25 percent more than the original plan would have required.  However, even the revised plan 
clearly did not require Ameren to achieve as much savings as it could have within the budget limitations.  In PY 4 
and 5 combined Ameren exceeded its electric savings target by 18% while only spending 88% of its budget, and in 
PY 6 the company itself is projecting to exceed its target by 26%.  
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specific analysis and data and each concluded that Ameren had relied on unsupported increases 

in the cost to deliver savings in the Residential Standard CFL program and the Business Standard 

programs.   

Witness Grevatt explains that while the PY5 cost per standard CFL was $1.72, Ameren’s 

Plan 3 targets are premised on a cost per bulb of $2.52.  NRDC Ex 1, p 12.  This is true even 

though Ameren eliminated more expensive specialty CFL bulbs, which made up 13 percent of 

the PY5 portfolio from the program, in future years – a change that would be expected to have 

reduced, not increased, the average cost per bulb.  Ameren’s responses fail to justify this 

increase.   

First, in his rebuttal testimony response, Ameren Witness Andrew Cottrell offered a new 

calculation of proposed savings which he calls an “alternative scenario,” under which he reduced 

the cost per bulb from $2.52 to $2.31, rather than to the $1.72 that was achieved in PY5.  As an 

explanation, Mr. Cottrell explained that they reduced the cost to reflect lowering incentive levels, 

but noted that “The delivery fee per bulb, as per the projected implementation contractor, has not 

changed.”  Ameren Ex. 7, page 4, line 65-66.  The justification for the large “delivery fee” is not 

provided. 

In response to a data request (NRDC 4.01), Ameren provides an explanation for the ramp 

up in cost per bulb in between program years 5 and 6, but does not explain why that increase is 

relevant to PY 7-9.  Between PY5 and PY6 Ameren increased the volume of CFLs it set out to 

rebate from 2.4 million bulbs in PY5 to 4 million bulbs in PY6.  In order to support this large 

ramp-up, the implementation contractor added three staff people and increased the marketing 

budget.  However, the volume of bulbs to be discounted in PY 7-9 has sharply declined from 

3 
 



PY6 levels, to roughly the PY5 pre-ramp-up level of 2.5 million.  Moreover, the data response 

does not explain why three additional staff people and additional marketing should increase the 

total program cost by $1.7 million, from $4.6 million in PY5 to $6.3 million in PY7.   

Ameren has failed to justify either its original or its “alternative” cost per bulb of $2.52 or 

$2.31, respectively.  Given that this single program is responsible for 11 percent of the total 

portfolio savings and 32 percent of residential savings, Ameren should be required to base its 

CFL savings on a reasonable and justified cost per bulb estimate.  Absent compelling evidence to 

the contrary, the PY5 actual cost per bulb of $1.72 should be used.  Using this estimated cost per 

bulb, Ameren can realize substantial cost savings that could be directed to either CFLs or LEDs.  

If directed to CFLs, Ameren should be held to a savings goal that is 31,000 MWh higher than 

proposed.   

Similarly, Ameren projects that the cost of saved energy for the Business Standard 

program will increase by 36 percent, from $125/MWh in PY 5 to $170/MWh in PY 7-9, without 

providing any justification for such an increase.  NRDC Witness Grevatt noted that a change in 

the net-to-gross value for the program would justify only a 3 percent increase in the cost of saved 

energy, not the 36 percent increase Ameren projects.  NRDC Ex 1, p. 9, line 134.  Moreover, 

changes in the federal lighting standards that will eliminate T12 lighting from the market would 

not impact the portfolio until January 2016, and even after that point only one-tenth of the 

Business Standard program would be impacted by the T12 elimination.   

Ameren’s has not responded to NRDC’s critique of the Business Standard program, 

either in rebuttal testimony or in its initial brief.  A simple calculation of the impact of that 

change, using the Illinois TRM values suggests that the actual impact of that change would be to 

increase the cost of savings in the Business Standard Program to $141/MWH, rather than to 
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$170/MWH.  Witness Grevatt provides a transparent calculation of a reasonable savings target 

under this cost assumption of 237,000 MWh over the three year plan, which is an increase of 

40,000 MWh.  NRDC ex 1, p. 10, lines 158-163. 

Ameren has likewise projected enormous increases in costs per unit of energy saved for 

its gas programs as well.  Specifically, Ameren projects an increase in the cost per therm saved 

in the Gas Business Standard Program from $0.98 in PY 5 to $2.78 in PY 7-9.  This is a 184 

percent increase in costs for which Ameren provides no explanation.  According to Witness 

Grevatt:  “… I am not aware of any reason one should expect the increased cost per therm for 

Business Standard and Business Custom in its Plan.  There do not appear to be any significant 

baseline changes in the mix of measures that are included in these programs, and the NTG for 

gas is consistent with prior years.  If, as Ameren described, it has shifted costs for dual fuel 

measures from as to electric programs, the cost of saved gas should decrease.”   NRDC Ex 1, p. 

23, Lines 377-381. NRDC therefore urges the Commission to require Ameren to achieve the 

same level of savings per dollar spent in the Business Standard Program in PY 7-9 as it expects 

to achieve in PY 5 and 6, namely, 6 million therms per year.   NRDC Ex 1, p. 24, Lines 388 to 

395. 

Finally, NRDC and other witnesses pointed out that Ameren had failed to include CFL 

carry over savings from Plan 2.   Specifically, Witness Grevatt estimated that the impact of 

carryover savings in PY 7-9 from bulbs rebated in PY 4-6 would be an additional 21,000 MWh, 

with 14,174 MWh counted toward the PY7 target and 6,877 counted toward the PY8 target.  

This would increase the total three year savings for the portfolio by 3.5 percent.  NRDC Ex 1, p. 

15, lines 232-246.  In its initial brief, Ameren has agreed to include carryover savings in its 

targets, but did not specify the amount by which this would increase the savings targets. 
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Therefore NRDC seeks a Commission order adopting the carryover savings amounts noted 

above and contained in Mr. Grevatt’s testimony. 

In sum, NRDC Witness Grevatt provided specific evidence that the Ameren targets were 

unnecessarily low due to enormous unsupported cost-increase projections affecting the 

Residential Standard CFL program and the Business Standard gas and electric programs, as well 

as the failure to count carryover savings.  NRDC urges the Commission to order Ameren to 

increase the savings targets for these programs accordingly, which would increase the total plan 

savings by 92,000 MWh and 4.1 million therms. 

(b)  Verified, Evaluated, Reported Savings for PY 3, PY4 and PY5 
Provide A Solid Basis for Plan 3 Goals 

Ameren attempts to deflect criticism of its proposed savings goals by casting doubt on the 

savings values it has reported as having been achieved under Plan 2, stating that “…the only 

years for which the Commission has confirmed final savings amounts is for PY1 and PY2.”  

Ameren continues, noting that “previous years’ savings that Intervenors use as a comparison are 

estimated based on different (sometimes substantially different) and changing (sometimes 

dramatically different) savings values (e.g., NTG and TRM values).” 

This is a particularly specious argument.  Ameren itself relies heavily on its past 

performance upon which to base its future program goals, as it should and as it must.  Ameren’s 

own experience offering the same or similar programs in its service territory is as good a basis 

for future performance as one could find, followed by the experience of other utilities with the 

same or similar programs in other service territories.  Any basis for a future target will have 

some level of uncertainty, but as discussed below, Ameren has insulated itself from performance 

risk to a large degree.  Further, where NTG or TRM values have changes, the intervenor 
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witnesses have noted those changes and the impact those changes would have on the resulting 

saving expectations.    

(c) Setting Targets That Reflect the Achievable Potential Within the 
Budget Limitations Is not Unfair or Punitive; It is the Law 

Ameren suggests that to insist upon targets that would maximize savings within the 

budget limitation would be “unfair” and would “punish Ameren Illinois for acting in good faith.”  

In fact, the law requires the Commission to insist upon targets that maximize savings within the 

budget restraints, and to do less would diminish customer benefits and undermine progress 

toward the objectives of the statute.   

Sections 8-103 and 8-104 require the utility to achieve specific savings targets each year, 

and to limit or reduce the amount of energy efficiency it undertakes “by an amount necessary” to 

avoid spending above a two percent budget limitation.  (220 ILCS 8-103(d) and 8-104(d)).  The 

utility files a plan every three years that must, “Demonstrate that its proposed energy efficiency 

measure will achieve,” the savings targets, “as modified” by the budget caps.  220 ILCS 8-

103(f)(1) and 220 ILCS 8-104(f)(1).  Under both the electric and gas sections, the Commission 

must issue an order approving or disapproving of the plan based in part on whether such a 

demonstration has been made by the utility.   

In Ameren’s last energy efficiency plan filing (10-0568), the Commission was similarly 

faced with a request by Ameren for modified goals in order to remain within the spending cap. 

The Commission’s decision to reject the plan and require Ameren to make a compliance filing 

rested on an interpretation of the statute that the revised targets must be designed to maximize 

the savings achieved within the spending limitations.  NRDC seeks a similar order in this case, 

not as a punishment for Ameren Illinois for having exceeded its previous targets, but as a way to 
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ensure that Ameren’s customers benefit as much as possible from energy efficiency programs as 

envisioned by the Illinois legislature when it enacted the statutes under which these programs 

were created. 

B. Electric and Gas Spending Limits 

4. Breakthrough Equipment and Devices 

Staff asks the Commission to adopt a definition of “breakthrough equipment and devices” 

as “measures or programs in their early stage of development that are subject to substantial 

uncertainty about their cost-effectiveness during the planning period.”  NRDC asks the 

Commission to hold off on adopting any such definition. 

It is not obvious why a definition is needed. The Staff offers no evidence that the 

lack of a Commission determined definition has resulted in circumvention of the statutory 

limit on how much a utility can spend on breakthrough equipment and devices.  

Moreover, the definition Staff offers would appear to open the door to inappropriate, 

after-the-fact challenges to cost-recovery for measures and/or programs that, in hindsight 

only, fail cost-effectiveness screening. In such cases, Staff and/or other parties could 

argue that there was “substantial uncertainty” about the cost-effectiveness of the 

measures or programs, particularly if they were new, and that the measures or programs 

should therefore have been classified as “demonstration of breakthrough equipment and 

devices” (or R&D). If enough money was spent on such measures or programs, they 

could then argue that the Company exceeded its statutory spending limit on such 

measures and programs – even if the Company did not consider them part of R&D when 

it initially planned and began implementing them. That could have a chilling effect on the 

utilities’ willingness to consider new efficiency measures and/or program concepts, to the 
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detriment of their ratepayers. Put simply, if Staff believes that certain measures and/or 

programs in a utility’s plan are not currently properly classified as R&D, it should have 

made that case in its direct testimony.  

If the Commission determines that a definition is needed, we urge the Commission to 

hold workshops in advance of adopting a definition to allow for stakeholder input into the 

development of the definition. 

V. Ameren Illinois’ Energy Efficiency and Demand Response Plan 

C. Staff and Intervenor Proposed Changes to the Plan 

2. Proposed New Programs 

(a) C&I Program 

In response to the Illinois Industrial Energy Consumers (IIEC), Ameren has proposed to 

add a Large C&I Pilot Program, “similar to that identified by IIEC in its testimony as being 

included in ComEd’s Plan 3.”  Ameren Brief at 51.  Ameren provides little detail, other than that 

Ameren intends to invest $5.1 million in this program over the next three years, to achieve 

approximately 55,000 MWh in savings.  Ameren Ex. 6.0 at 25:559-564.  To develop the program 

details, Ameren Witness Goerss suggests that Ameren will, “will continue to work with IIEC and 

Ameren Illinois' commercial and industrial customers.”  Ameren Brief at 51. 

NRDC supports the development of a pilot program to better serve large industrial 

customers, but objects to the process by which Ameren proposes to develop a fairly substantial 

pilot program.  The Stakeholder Advisory Group (SAG) should be involved in the development 

of the pilot, and the parameters of the pilot program should be subject to Commission review 

before the budget is approved.  Such a pilot, which accounts for 13.6 percent of the business 

program savings even at the pilot stage and could grow substantially over time, should be subject 
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to careful review to ensure that program dollars are being used in ways that maximize the 

savings captured by the portfolio. 

VI. Policy Issues 

D. Portfolio Flexibility 

Ameren either misunderstands or intentionally mischaracterizes NRDC’s concerns with 

respect to its request for permission for certain risk mitigation measures, including flexibility to 

exercise unfettered discretion to adjust portfolio elements (budgets, goals, incentives) after Plan 

approval, and to adjust program goals in response to changes in TRM and NTG values.  In its 

brief, on page 97, on page 104 and on page 105, Ameren states that NRDC is concerned that 

these flexibility measures might allow Ameren to “game the system.”  This attribution is 

perplexing because NRDC has never raised a concern that Ameren might “game the system.”  

Instead, we have raised concerns that if the Commission adopted the positions espoused by 

Ameren, the system itself would be designed to produce lackluster outcomes.  We urge the 

Commission to allow for flexibility within reasonable limits, but to ensure that the rules it sets 

will align Ameren’s behavior with the goal of maximizing the cost-effective energy efficiency 

achieved by the programs.   

NRDC agrees that it is important for portfolio administrators to be empowered to make 

changes in the portfolio or programs in response to unanticipated changes in the marketplace.  

Both NRDC Witness Grevatt and AG Witness Mosenthal offer that Ameren should be able to 

unilaterally make changes that impact a program budget by no more than 10-20 percent.  

However, NRDC and the AG oppose unlimited discretion.  If, for example, the Commission 

orders Ameren to adopt higher savings goals for certain programs as part of the final plan, 

Ameren should not be able to unilaterally lower these goals post- plan adoption.  Likewise, if 
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Ameren gains approval for its proposed industrial pilot program as part of this filing, it should 

not be given so much flexibility that it could eliminate that pilot program without agreement of 

the parties to this case or the Commission.   

Ameren argues that the limitations proposed by Mr. Mosenthal and Mr. Grevatt would be 

burdensome, costly and time consuming, and that Ameren can be trusted to use broad, unfettered 

flexibility responsibly.  However, none of Ameren’s witnesses presented any evidence that a 10 

or 20 percent limitation on such authority would have hindered any decision that Ameren has 

made in the past regarding program changes, nor do any of the Ameren witnesses suggest an 

alternative threshold (25 or 30 percent, for example), or another mechanism to avoid the kinds of 

changes described above that would plainly undermine the plan approval process.   

NRDC therefore seeks a Commission determination that Ameren may make program 

changes that impact any program budget by no more than 20 percent without seeking stakeholder 

or Commission approval, and that any larger changes must be presented to the SAG.  If the SAG 

is unable to arrive at a consensus view regarding a proposed program change within a time frame 

agreed upon by the parties, the Company could seek Commission approval. 

E. Application of the Total Resource Cost Test 

The Commission has made it clear in multiple orders that it is the policy of Illinois to 

apply the TRC at the portfolio level, most recently in Docket 11-0341.  NRDC joins Ameren in 

asking the Commission to reaffirm that position.   

NRDC is concerned that Staff will persist in its practice of asking the Commission to 

disallow recovery of program costs in any instance in which Ameren fails to discontinue a given 

measure or program that has been cost-ineffective during a part of a program year or plan cycle.  

While all parties agree that cost-effectiveness is critical and that the portfolio must be cost 
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effective under the law, there are often good reasons to continue a measure or program that has 

not been cost effective.  For example, Ameren may choose to continue a measure that is cost-

ineffective during the first quarter of the year if it expects the program to be cost-effective over 

the full year or plan cycle, or if it expects the program to produce important market 

transformation results, or if it helps to establish a network of trade allies that will allow for 

greater levels of cost-effective savings over the long-term.  If there are good reasons for 

continuing to promote a cost-ineffective measure or program, and if the portfolio remains cost-

effective, the company should not be at risk for disallowance.   

F. Aligning Savings Goals According to Changes in Values  

Ameren also proposes that any adjustments in the TRM or NTG assumptions regarding 

deemed savings values or deemed free ridership and spillover factors for a given measure should 

trigger an adjustment in the savings target for programs relying on that measure.  NRDC argues 

that this change would send the wrong signal to the company.  For example, if a NTG value for a 

lighting program decreases, the desirable response on the part of a program administrator would 

be to shift money into higher yielding programs, or to make other adjustments to stay on course 

toward the goal.  Under Ameren’s proposal, the administrator would simply lower the goals, to 

the detriment of its customers.  As Witness Grevatt explains, under Ameren’s proposal, the 

company “would have no incentive to design programs that minimize free ridership, which in 

turn maximizes ratepayer benefits.” 

Staff suggests that NRDC’s concern should be minimized if the Commission “explicitly 

required that AIC be held accountable to prudently respond to such changes in the 

implementation of its programs.  Staff Brief at 88.  We disagree.  This would require the 

Commission to conduct difficult after-the-fact investigations into how Ameren responded to a 
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large variety of changing market conditions, after having eliminated the strongest incentive that 

the company would have had to make such adjustments.  If the Commission were to accept the 

company’s proposal to adjust targets after each change in the TRM or NTG values, it will be 

sending a strong signal to the company that it need not make otherwise prudent adjustments to 

maintain progress toward savings targets.  The Commission should not create rules that 

incentivize one set of actions, and then expect the company to do the opposite.  We urge the 

Commission to reject the company’s request for authorization to adjust savings targets based on 

changes in the TRM or NTG values. 

G. Banking of Savings 

Ameren has conceded that it has not applied any achieved or planned banked savings 

from Plan 2 to its current PY 7-9 program goals, it does request that if the Commission makes a 

policy decision to allow banked savings from Plan 2 to be used in Plan 3 for any utility, that it 

would allow it for all utilities.  Ameren Brief at 1-7.  NRDC agrees with the AG Witness 

Mosenthal and other parties who have suggested that any savings from a previous plan should be 

either retired, or if used in the subsequent plan it must be accounted for by a proportional 

increase in the savings targets for the new plan.    

Ameren has conceded that savings goals should be adjusted upward to account for CFL 

carryover savings from PY5-6, saying that “in an effort to eliminate a contested issue in this 

proceeding, Ameren Illinois would accept adjusting its Plan 3 savings goals upward by the 

amount of CFL carryover savings from PY5-6 for future years that the Commission approves in 

the PY5 and PY6 savings goals compliance dockets.”  NRDC urges the commission to adjust the 

goals now based on the projected carryover savings provided in NRDC Witness Grevatt’s 

testimony (NRDC Ex 1 at p. 15) adding 14,174 MWh to the PY7 target, and 6,877 MWh to the 
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PY8 target.  If these levels are not confirmed in the compliance docket, the goals can be revisited 

at a later time. 

CONCLUSION 

NRDC respectfully requests that the Commission order Ameren to modify its Plan 

consistent with the recommendations articulated in this Reply Brief and in NRDC’s Initial Brief.   

Dated:  December 9, 2013    

     Respectfully submitted, 
     Natural Resources Defense Council 
 
     /s/_Stephen J. Moore______________ 
     By: Stephen J. Moore 
 

Rowland & Moore LLP 
200 West Superior Street 
Suite 400 
Chicago, Illinois 60654 
(312) 803-1000 (voice) 
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