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Thanks To DCEO and ACEEE For Thought Provoking 
Presentation On August 10, 2006
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Purpose Of The Ameren Presentation

Build upon ideas presented by DCEO

Propose a more strategic approach to develop a 
regulatory framework that encourages Illinois 
IOUs to pursue energy efficiency opportunities 
with customers
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THE ISSUE IS SIMPLE: WHAT IS THE REGULATORY FRAMEWORK THAT 
IS BEST SUITED TO ACHIEVE THE PROMISE OF ENERGY EFFICIENCY IN ILLINOIS?

Ameren appreciates DCEO’s straightforward and very clear 
recommendations .

Ameren appreciates DCEO’s straightforward and very clear 
recommendations .
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An Illinois Vision And Strategy For Energy Efficiency Is 
The First Piece Of The Regulatory Framework Puzzle

Recognize the need to develop short, mid, and long-term 
visions for what Illinois wants to achieve

Clearly, Illinois has multiple issues to consider including:
Near-term options to address IL customer energy cost concerns post-2006
How can IL IOUs help customers to make informed decisions on energy efficiency 
options, i.e., appliances, lighting, home construction, windows, insulation
How can IL pursue digital information technology which has the potential to create 
energy efficiencies by automating costly real-time functions 
Long-term sustainability, i.e. enactment of more energy efficient building codes
Statewide mass market information and education strategies
Innovative rate design issues that foster increased energy efficiency 
Standardized approach to address funding for low income customer energy 
efficiency initiatives
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Ameren Discussed Its Vision In The 2005 EE Workshops
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DCEO Recommendation:  Schedule For EEPS 
Implementation

Ameren agrees that there is a need to initiate a limited number of 
energy efficiency initiatives ASAP.  Long-term emphasis needs to 

be put on the development of a regulatory framework.

Ameren agrees that there is a need to initiate a limited number of 
energy efficiency initiatives ASAP.  Long-term emphasis needs to 

be put on the development of a regulatory framework.
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Ameren Agrees With DCEO And ACEEE That There Are Near-Term EE 
Initiatives That Can Be Put In Place Concurrent With The Development 
Of An Illinois Regulatory Framework

WHAT TYPES OF PROGRAMS MIGHT BE PART INCLUDED IN 
ILLINOIS?

Residential
Lighting (CFL bulbs and fixtures)
Appliances (i.e., Energy Star equipment)
HVAC (central & window A/C, water heaters)
Home Performance with Energy Star
Weatherization (for lower income categories especially)
On-Line Energy Audit Toolkit

Commercial
Lighting
HVAC (A/C, chillers, motors)
New Construction (LEED assistance & incentives)
Specialty Program (e.g., cooking & laundry equipment, water & wastewater 
treatment facilities, etc.)

Industrial
Compressed Air
Motors
Custom Program (tailored to specific industry needs)
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Getting Back To the Regulatory Framework…Citing From 
The National Action Plan For Energy Efficiency
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How Should Illinois Stakeholders For EEPS Build The 
Groundwork For Success?  

Create Vision & 
Strategy

Create Vision & 
Strategy

Define goals, 
objectives, and 
criteria

Identify desired rate 
treatment

Review best 
practices 

Establish cost-
effectiveness 
metrics

Identify potential 
interactions with 
other efforts
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Potentials
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research
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Identify gaps

Set priorities for 
programs
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Stakeholder Collaboration Process

Ameren suggests a strategic approach in developing the Illinois 
regulatory framework.

Ameren suggests a strategic approach in developing the Illinois 
regulatory framework.
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Implications For A Strategic Approach To Develop An 
Illinois Regulatory Framework

Time is required to work through issues

Rules need to be implemented

All EEPS stakeholders need to be involved

At the end of the process, stakeholders will know where Illinois
wants to go, how it will get there, and how it knows when it’s there!

At the end of the process, stakeholders will know where Illinois
wants to go, how it will get there, and how it knows when it’s there!
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Can We Talk About “Mandatory” Requirements In The 
Context Of An Illinois Regulatory Framework?

Are mandatory requirements best for customers and 
Illinois IOU’s?

Perhaps Duke’s Jim Rogers stated it best at the August 7, 
2006 EPRI Summer Seminar:
“In my view, state or federal mandates requiring certain spending levels of EE 
or percentages of generation coming from renewable resources are not the 
best way to spur cost-effective investments in these technologies.  Rather, the 
best way to increase the deployment of cost-effective EE programs in the 
regulated utility sector is to remove barriers that hinder additional utility 
participation in implementing such programs.

The methods that will produce the most gains in EE include:  the timely 
recovery of EE program costs;  recovery of lost revenues attributable to the 
EE programs; and a shared savings incentive for effective and cost-efficient 
programs.”
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Can We Continue To Talk About “Mandatory” Requirements In The 
Context Of An Illinois Regulatory Framework?

Potential to burden prices with non-economic 
components
⎯Mandated funding may exceed worthy programs.  Unintended consequence 

may include raids on funds

⎯Subsidies may be provided for dubious projects

⎯Dubious projects may have results that are either unstable or unverifiable which 
require an on-going cost burden to monitor

Risk of potential future regulatory disallowance

Administrative burdens



14

Cost-Effectiveness Metrics

Complex issue
Appropriate cost effectiveness tests to consider??
Perspective on test inputs including:
⎯Capacity equivalence
⎯Free ridership
⎯Discount rate
⎯Externality factors

There are multiple perspectives on how to account for each of the 
inputs.  Each perspective has the potential to change the benefit/cost 

ratio for proposed EE initiatives from + to – or vice versa.

There are multiple perspectives on how to account for each of the 
inputs.  Each perspective has the potential to change the benefit/cost 

ratio for proposed EE initiatives from + to – or vice versa.
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Consider The Concept of Capacity Equivalence…

What is Capacity Equivalence (CE)?
Capacity Equivalence is the true capacity value of a program 

(DSM, DR, wind, hydro, etc)
Bottom line: 1 MW of DSM ≠ 1 MW of Gas ≠ 1 MW of Coal Generation

Why?  The calculation of the amount of reserve MW at time of 
system peak may not provide an indication of the capacity, or 
load relief, that will be available throughout the entire year to 
meet customer requirements

Two important properties:
⎯Determined at system level with adjustments for reserve 

margin and distribution losses
⎯Varies according to the pattern of load relief afforded by the 

potential program
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Typical Capacity Equivalence Factors

From Union Electric’s 1995
Demand-Side Management Analysis Report

Capacity Equivalence does not indicate the financial benefit of 
a program, only potential capacity value

Avoided Capacity 
Benefit = Avoided Capacity 

Cost X Peak Demand 
Reduction X Capacity 

Equivalence

Programs CE comments
Water Heating & Lighting Measures 1.286 Informational

Central AC and Heat Pump Cycling 0.553 50% cycling using radio receiver

Water Heater Cycling 0.605
Refrigerator Removal 1.016 prevent primary refrigerators from 

becoming secondary refrigerators

Freezer Removal 0.947
Central A/C and Heat Pump Shading 0.929 Informational
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Illinois EEPS Goals, Objectives & Criteria
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Illinois EEPS Goals, Objectives & Criteria (con’t)
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Apply ICC Staff Goals & Objectives To Ameren

2007 2008 2009 2010 2011

Avg. load reduction (MWH) 67,257 67,257 104,769 104,769 104,769

Budget $10 mil $10 mil $10 mil $10 mil $10 mil



20

Apply DCEO’s Recommendations To The Preceding Table

2% cumulative rate cap for energy efficiency initiatives???2% cumulative rate cap for energy efficiency initiatives???
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Apply DCEO Goals & Objectives To Ameren

2007 2008 2009 2010 2011

Avg. load reduction (MWH) 67,257 67,257 134,514 201,771 269028

Budget Up to $40 mil for each year
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Ameren’s Perspective On DCEO’s Recommendations For 
EEPS Schedules & Budgets

Ameren recognizes that the DCEO recommendation is a 
“strawman” proposal to encourage creative thinking around 
the issues
At the end of the day, budgets have to be set to achieve 
some amount of the potentially available, cost-effective 
program opportunities.
⎯ Either align goals with funding
⎯ Or align funding with goals

Recognize the initial budgets, especially for Illinois with 
minimal experience with mass market energy efficiency 
initiatives, should include significant start-up costs and 
require investments in:

Education, Training, Outreach, Infrastructure development, Staffing
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One Final Minor Reflection On DCEO Recommendations

If a regulatory framework that includes an incentive mechanism
is in place in Illinois, Ameren prefers full accountability for

meeting EEPS targets.

If a regulatory framework that includes an incentive mechanism
is in place in Illinois, Ameren prefers full accountability for

meeting EEPS targets.
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Summary

Ameren suggests that a regulatory framework be 
established that encourages Illinois IOUs to aggressively 
pursue cost-effective energy efficiency opportunities. The 
regulatory framework should not include “mandates”

Rulemaking provisions can make or break the cost-
effectiveness of proposed EEPS initiatives

Stakeholder collaboration from all Illinois stakeholders is 
fundamental to success

Pursuing energy efficiency initiatives is the right thing to do 
and all Illinois stakeholders should insist “on doing it right.”


